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ABSTRACT 

 

Marlen Komorowski   Vrije Universiteit Brussel / 2012-2013 

Title: Revenue and Payment Models of Digital Games 

The Power of Innovative Revenue Models in the Media Industry taking the 

Example of Massively Multiplayer Online Role-Playing Games 

 

Supervisors:  Dr. Valérie-Anne Bleyen & Olivier Breat 

 

Our economy had changed significantly through digitization bringing new business 

opportunities but also threats which especially influences the media industry. One possibility 

to deal with these new circumstances is to implement innovative online revenue models. In 

order to find successful revenue models the youngest media industry, the digital game 

industry, is in a position to show meaningful findings. The integrated online revenue models 

of representative massively multiplayer online role-playing games (MMORPGs), revealed 

that the subscription model and free-to-play model, based on freemium and micro-

transactions, are crucial in this segment. Trends can be identified expressing a strong shift to 

free-to-play and the importance of accessibility and social interaction in MMORPGs. The 

free-to-play model seems to be the future not only for MMORPGs but also the whole media 

industry.  
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PREFACE 

 

Today’s economy is characterized by current disruptive changes through digitization. Not 

only our day-to-day lives have been changed through the upcoming of new information and 

telecommunication technologies (ICT) but also the way to do business has changed and 

completely new businesses arose. The significance of revenue models has been exploited in 

the last decade and it is recognized now that the implementation and understanding of 

business models have become a critical consideration for firm’s growth and success. 

 

In this context, the Internet has become one of the most important media to generate revenue 

for successful businesses. However, the Internet is not only bringing new opportunities and 

revenue streams but is also a threat to traditional commercialization strategies and is highly 

unpredictable (cf. dot-com crush) in its development. Thus it is significant to analyze online 

revenue models today more than ever. Especially the media industry has to face new 

circumstances and opportunities in this digital environment because of the character of 

media goods and changing consumer behavior, like seen in the stagnating revenue income 

for the music industry.  

 

This leads to the broad questions: What opportunities and possibilities does the 

media industry have, to be competitive in the new digital environment? What role do 

revenue models play in these circumstances? 

 

The title of this thesis is ‘Revenue and Payment Models of Digital Games: The Power of 

Innovative Revenue Models in the Media Industry taking the Example of Massively 

Multiplayer Online Role-Playing Games’. The media segment of digital games and 

exemplary massively multi-player online role-playing games have been chosen to find 

answers to the broad questions stated above.  

 

Thus, the specific research questions are: What are the revenue models of the most 

successful massively multiplayer online role-playing games? And do these revenue 

models have a significant influence on the success in the market?   

   

The segment of massively multiplayer online role-playing games is highly relevant to 

investigate the research questions. With the goal to achieve the Master’s degree, this thesis is 

based on the primacy of reason and logic and is built on previous scientific research of 

revenue models and digital games. In order to find relevant answers, the business model 

matrix developed in Ballon (2009) and the value network theories of online games by Alves 



IX 

 

& Roque (2005) are utilized. This theoretical framework will guide through the case studies 

with the aim to make the cases comprehendible and to include all significant information.  

The research is based on literature studies, database research and secondary data completed 

through two expert-interviews. The information gathered were used to draw a map of the 

digital gaming industry with focus on the massively multiplayer online role-playing game 

(MMORPG) genre. They were also used to describe the three in-depth cases on the 

foundations of the theoretical framework. 

The digital game industry is with just about 40 years the youngest media segment and highly 

dependent on ICT developments and shows strong innovative forces in the areas of business 

and technology. Digital games became an industry highly important for the whole media 

industry and are split up into different products and segments. One of the rising segments 

with distinctive attributes and benefits is the MMORPG market. Taking the three most 

successful MMORPGs on the market, the in-depth case studies have revealed many 

differences but also similarities in their business model. However, all three represent 

completely different revenue models despite their similarities. 

 

This thesis is aimed to give the reader assumptions in form of key issues, taken from these 

in-depth case studies of World of Warcraft, Aion and RuneScape. These three games are the 

most successful and biggest in subscriber numbers on the market with very divergent game 

developer in charge for the games. The findings of the digital game industry analysis and the 

case studies, are identified in order to make assumptions. These key issues will help to 

answer the stated research questions. Further key trends and future prospects are going to be 

presented in order to identify possible gaps in this research and make recommendations for 

future research in this area. 
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Chapter 1: Introduction of the Research 

Chapter 1 targets the main issues the media industry has to face. Therefore, this chapter aims 

to give the background of the changing economic environment. This shall serve as 

introduction to the challenges and opportunities especially the media industry has to deal 

with. Not only did the rise of the Internet bring new business opportunities but also because 

of changing customer behaviour and shifts to online distribution new threats. This led to 

immense revenue loss for many segments especially in the traditional media industry. The 

example of the music industry shall hereby serve to show differences from the media 

industry to the development of the digital game industry later on.
1
 One promising 

opportunity to overcome the new obstacles is online revenue models. 

After the main issues and background has been explained, the purpose of this research is 

elaborated. The aim is to show why the digital game sector and more specifically the 

massively multiplayer online role-playing games market has been chosen as good exemplary 

media segment to explore. The research questions are clarified and the societal and scientific 

relevance of revenue models and the online game market too. The chapter concludes by 

describing the research methodology. The thesis structure, provided at the end, delivers the 

reader a guide for further reading. 

 

1.1.  Research Background: Revenue Models for Digital Media 

1.1.1. The Significance of a Changing Economic Environment  

First of all, revenue models define how to create a company’s revenue and are an integral 

part of the business model of a company. For the last decade scientific research on this issue 

has proliferated and a variety of definitions and concepts has been developed (Kakihara 

2010, 1).
2
 This shows the implementation and understanding of business models have 

become a critical consideration for firm’s growth and success.  

Today it seems obvious that the economy has changed bringing a complete new environment 

to rethink economic issues. Most researchers are stressing out that essential are not the 

tangible hardware-based assets any more like in the so-called traditional economy but the 

concept of how to do business and defining the revenue streams namely the revenue model 

(Kakihara 2010, 1). 

                                                      
1 See chapter 2.1 for the ‘History of the Digital Game Industry’. 

2 For further information about the scientific development of the concepts of revenue and business models see 

chapter 1.3.1. 
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Disruptive Changes: Today’s Digital Era and the Effects on Business Segments 

This rethinking in terms of businesses is caused by disruptive changes in the economy. 

Many authors identified that structures of economies are subject to permanent change. 

Change is seen as the only constant of a capitalist society system (cf. Schumpeter 1939). 

Schumpeter among others is putting technical change and entrepreneurship at the root of 

economic growth (Perez 2009, 2). There is an emphasis in research for the last decade on the 

importance of technological revolutions in the Neo-Schumpeterian effort and Kondratieff’s 

theme of “long waves” to understand current changes (Webster 2006, 10). Furthermore, 

phases were identified in society and economy caused by so-called technological revolutions 

implemented through successful innovations in our history (Perez 2009, 6).
3
  

Today’s new age is characterized by the central role of information as a commodity and the 

Internet, commonly called information age or digital age. The advent of the digital age 

started already during the 1970s as the first wave with the so-called “micro-electronics 

revolution” enabling microchips to process a never seen amount of data.
4
 The second wave 

came in 1994 with Netscape Navigator and 1995 with Windows 95 enabling ordinary people 

to browse the World Wide Web on their personal computers (Kakihara 2010, 5). New 

technologies such as satellite television, computer-to-computer communications, new office 

technologies, mobile phones and so on arose. Today’s agenda concerns especially the 

Internet and communication technologies (ICT) influencing our day-to-day life.   

However, the Internet did not only change our life on a personal level through new 

technologies but also new opportunities and challenges came up for the economy. Especially 

the traditional media industry is facing these changes and is struggling to find sustainable 

online revenues (Kakihara 2010, 5). The digital game industry is also facing these 

challenges but emerged from a completely different context. The success of the digital game 

industry is founded on these developments and many new business segments emerged with 

new business opportunities. Massively multiplayer online games (MMOGs) are one example 

of the most successful products which were only possible through technological innovations 

and are completely integrated in this new environment. Therefore, it seems legit to apply the 

digital game segment to look for future developments and possibilities exemplary for the 

whole media industry.   

                                                      
3 Some of the most influential authors and theories are Daniel Bell’s conception of the post-industrial society 

emphasizing on information (1973), Manuel Castell’s influential views on the ‘network society’ (2004), Fritz 

Machlup’s aims to measure information-centred occupation (1962) and Jean Baudrillard’s and Zygmunt 

Bauman’s thesis on postmodernism (Webster 2006, 4). 

4 Moore’s law saying that the increase of processing power of computer chips is logarithmic and doubles every 

two years became a symbol for many scholars for the fast technological development (cf. Moore 1975). 
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1.1.2. The Unpredictability of the Changing Economic Environment  

But still, it is very hard to predict the development of the markets and the impact of the 

Internet as it does not only bring opportunities but also threats and uncertainties. This is 

ruling the behaviour of business actors on the Internet. A good example is the dot-com bust 

to demonstrate how instable the online environment can be. 

 

 Unpredictability of the Internet: The Dot-com Bust  

At the beginning of the digital age, e-commerce grew rapidly until 2000. Start-up companies 

with new business ideas sprouted the market and valuation of Internet stocks soared. In these 

years of the so-called “dot-com boom” many industry observers promised high expectations 

for this new way of making business. Companies invested in the Internet with the belief that 

it would generate profits. But soon the bubble had burst ending the dot-com era. Many see 

today the cause in the unrealistic expectations towards new businesses. Because the return 

of investment was not as fast as expected and these new companies had mostly no material 

assets, investors started to pull out causing the recession. This development shocked many 

scholars and forced many start-ups to close down (Ireland 2008, C-71).
5
 
6
  

However, new opportunities emerged. In the beginning of 2003 companies that survived the 

downturn were seeing growth in sales and profits. This uptrend was on such a rapid pace 

that e-commerce became till today even the largest part of the economy. Evolving into the 

Web 2.0 generation, new and old businesses came back into focus (Schneider 2011, 4). 

The dot-com bust also influenced the media industry and the online game industry massively 

(see chapter 3.3). However, the dot-com crush shows unmistakably the characteristic of the 

Internet economy, its unpredictability. Therefore, huge uncertainties are ruling the behaviour 

of the business actors on the Internet and constant revision of business and revenue models 

is important. Innovative, dynamic and flexible revenue models can be the key for success on 

the internet.
7
 This unpredictability also influences especially the traditional media sector 

being suspicious about the shift to online distribution. Reactions are very slowly in 

comparison to younger media sectors, like the digital game industry. One good example of 

this reaction to the digital shift is the music industry. 

                                                      
5 NASDAQ Composite rose till 2000 peaking at 5,048.62 after which a bear market set in. The same year 

NASDAQ had dropped 30 per cent. By 2003, NASDAQ had fallen down 78 per cent from its peak. 

6 For a detailed analysis of causes for the dot-com crash, see Schneider (2008). 

7 A good example is the story of Google. Founded by two young Stanford graduate students in 1998 Google 

was launched without any particular revenue model. After two years the company started selling keyword 

advertisements. This development is typical and can be found in many other cases (Kakihara 2010, 6). 
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1.1.3.  Online Revenue Models as Promising New Opportunities 

With the advent of the digital age the whole economy had to adjust to the on-going changes 

and threats like uncertainties. But one of the most influenced and suffering industries is the 

traditional media industry. Hence, the media industry has become one of the most 

competitive markets nowadays (Kakihara 2010, 5). The music industry is one of the best 

examples to demonstrate the pressure on the media industry. It suffered enormous loss of 

revenue but also a shift in revenue coming from digital distribution is promising today 

rehabilitation of this media segment. 

  

Challenges and Opportunities for Media Content: The Music Industry  

To show the impact of the digital revolution on the media content sector, the music industry 

is a good example. Of all the content production sectors the music industry is the one most 

affected by the digital revolution. Suffering from the shift of business models on the Internet 

and consumption practices the sales of recorded music have been declining since 2000 

(KEA European Affairs 2003, 234 ff.). The downturn in record sales revenues experienced 

by the Universal Music Group was in 2003 reported by The Financial Times saying ‘the 

severity of the crisis facing the world’s biggest record companies, [. . .] a crisis created by 

the combination of stagnant sales, Internet theft and rampant piracy’ (The Financial Times, 

17 June 2003). Eight years later, The Guardian still regards ‘recorded music’ as ‘an industry 

in crisis’ (The Guardian, 28 March 2011). 

The music industry was always very dependent on the medium to distribute music as 

illustrated in figure 1.1, showing recorded music revenues in the US till 2009. In the 1990s 

the industry had sustained increases in sales and revenues following the introduction of the 

CD. But with the advent of digitization the music industry faced substantial revenue losses 

for subsequent years. The music industry claims that piracy of illegally shared and 

downloaded music from peer-to-peer (P2P) networks is the main explanation for these losses 

(Leurdijk 2012, 6).
8
 Despite the losses the digital environment is bringing as well many new 

opportunities for the music industry and a shift of the revenue model on to digital platforms. 

In recent years, digital platforms for music as well as digital music sales have proliferated. 

With the launch of iTunes in October 2003, licensed digital channels for music have grown 

to account for 32 per cent of overall global record industry revenues (International 

Federation of Phonographic Industries, 2012).  

 

                                                      
8 However, authors argue that there are other probable explanations, like change in the consumer behaviour 

and lower entry barriers for new entrants tightening competition on the music market (see Cooper 2008). 
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Figure 1.1 -  US recorded music revenue ($ per capita) in dependency of its  

 medium (Source: Béhar 2011) 

 

 

In 2012, there were about 400 legal digital music services available worldwide with 

approximately 20 million tracks licensed to these platforms (International Federation of 

Phonographic Industries, 2012). Equally, both subscription-based and advertisement-

supported streaming services have also evolved as a significant source of finance for music 

rights holders. Revenue sharing models have emerged whereby companies streaming audio 

and music video content online have entered alliances and partnerships with the major music 

companies (Preston 2012, 75). There is also a significant picture of growth in the live music 

sector internationally over the past decade (Preston 2012, 76). But even though the Internet 

is offering many new possibilities, the music industry still suffers from the recent trends. 

One reason is the response time the industry took to react to the new developments. It is 

exemplary for many other traditional media industries. Further, like the music industry other 

major media sectors experienced the same trends and losses in sale as well as the shift 

towards online models (Stähler 2002, 3).  

Overall, the music industry is a good example for the effects the digital era had on the media 

industry. It illustrates the evolving relevance of revenue models while media products sales 

are shifting towards online distribution. However, the music industry is also contradictory to 

the developments of the digital game industry, as the Internet and digitization has always 

been implemented from the beginning. 
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1.2.  The Purpose of this Research 

1.2.1. The Questions in the Scope of this Research 

Chapter 1.1 demonstrated what main issues the media industry has to deal with at the 

moment, the disruptive changes through digitization and an unpredictable economic 

environment. This influences the behaviour of the actors in this environment. One promising 

opportunity to handle these issues is innovative online revenue models. Therefore, the 

research question for this thesis has to tackle on the one hand the existing online revenue 

models and on the other hand what role these models can play in the digital environment.  

 

 The Research Questions with Their Purpose 

For this thesis, several research questions are tackled in the context of the media industry 

and online revenue models. The background as described above is leading to some broad 

questions which are building the basis of this research: 

 

What opportunities and possibilities does the media industry have, to be competitive 

in the new digital environment? What role do revenue models play in these 

circumstances? 

 

These questions are very significant for the media industry right now and many authors from 

private and public institutions have tried to answer them. There have been many different 

approaches, either by elaborate industry studies or with focuses on media segments. 

The approach in this research is to take a meaningful media segment to exemplify successful 

online revenue models. Further, it is necessary to look if these revenue models show 

indications whether they predetermine the success on the market. In this thesis the segment 

digital games has been chosen with massively multiplayer online role-playing games 

(MMORPGs) as representational sub-genre. The relevance of this media segment seems 

obvious as digital games show innovative forces in revenue models and are highly integrated 

in the development of ICT.
9
 Thus, the specific research questions for this thesis are: 

 

What are the revenue models of the most successful massively multiplayer online 

role-playing games? And do these revenue models have a significant influence on 

the success in the market?     

                                                      
9 For more details about the relevance of the digital game industry, see chapter 1.2.2 and see chapter 2.1 for the 

‘History of the Digital Game Industry’. 
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1.2.2. Relevance of MMORPGs and the Chosen Cases 

The digital game industry and the representational segment massively multiplayer online 

role-playing games have been chosen to investigate successful online revenue models for the 

media industry and their impact on the success of the media product. 

 

The Relevance of Revenue Models of Digital Games and MMORPGs 

McLuhan (2964, 23) asserted ‘the medium is the message’ and ‘the personal and social 

consequences of any medium a result from the new scale that is introduced into our affairs 

by each extension of ourselves, or by any new technology.’ Digital games as a new medium 

and technology are one of the best examples of an extension of us. Through online games, 

people are able to extend their social behaviour as well as economic and strategic decisions 

into a virtual world. The rise of massively multiplayer games can be seen as a revolution in 

the game industry because of their unprecedented technological requirements (Esbensen 

2005), their strong social significance (Kolo & Baur 2004) and the new revenue models 

associated with them (MacInnes 2005). This shows clearly that this media segment has 

significant societal and scientific relevance for research.
10

   

The cases to represent this media segment and thus successful revenue models have been 

chosen on the one hand by their similarities and on the other hand by their differences. This 

was necessary to be able to make a comparison and make viable assumptions for the whole 

segment. The three chosen cases are the most successful MMORPGs available at the 

moment based on the subscribers and player-base (see chapter 2.3.3). Further all cases 

represent the same genre (fantasy role-playing), are using the same platform (PC) and show 

very innovative forces. Still there are certain differences of each case, like the divergent 

countries they were developed in and the different positioning on the market also through 

their revenue model (see chapter 3).
11

 These cases have been proven in the process of the 

research to be the most relevant and meaningful to answer the research questions.  

These relevant cases represent the digital game industry, the most innovative industry in 

terms of revenue models and help to investigate successful revenue models applicable for 

the whole media industry.  

                                                      
10 Revenue models are also influencing people’s behaviour and expectations. Innovation in the realm of revenue 

models changed the way customers interact with firms and their products. Major trends, such as business 

ecosystems, open innovation, freemium services, as well as the need for sustainability highlight the societal 

importance of revenue models (Krcmar et al. 2011, 2 ff.). 

11 The chosen cases are World of Warcraft by Blizzard Entertainment (US), Aion by NCsoft (Korea) and 

RuneScape by Jagex (UK). A deep insight of these cases is presented in the case studies in chapter 3. 
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1.2.3 Epistemological Foundations in the Context of the Master  

 Programme 

Before the upcoming research, it is important to give the reader descriptions about 

epistemological foundations of the work and which methods were used to build knowledge. 

This is necessary on the one hand to allow the reader to reconstruct and evaluate the 

research results and on the other hand to help understanding the limits of the research. 

Further the reader should know that the limitations of the research are predetermined by the 

premises. This research has the purpose to obtain the Master’s degree. 

 

Epistemological Foundations 

The theoretical findings are built under the primacy of reason and logic, while empiricism 

under the primacy of experience (Popper 1973, 370 ff.). Science is always an interpretation 

of the real world. Since the object of investigation is a dynamic structure, different methods 

have been used primarily with qualitative character of the research process (see chapter 

1.3.3). Thus, a methodological mix was created, combined by induction and deduction. The 

researcher's theoretical concepts have been developed and modified during the research 

process. Data collection and analysis overlap and thus enrich the research process. The 

problem and research questions which have been investigated arise due to the challenges of 

the digital environment.  

 

Premises of the Research 

This thesis is located at the research centre SMIT, Studies on Media, Information and 

Telecommunication, founded in 1990 at the VUB, Vrije Universiteit Brussel. It is part of 

iMinds, the Interdisciplinary Institute for Broadband Technology. SMIT specializes in 

scientific research on media and ICT, with an emphasis on innovation, policy and socio-

economic questions (SMIT 2013). The goal of this research is to obtain the degree Master of 

Science in Communication Studies – New Media and Society at the VUB. Under the 

supervision of Dr. Valérie-Anne Bleyen and Olivier Braet, senior researchers at SMIT, this 

thesis is embedded in previous research. Under the headline ‘Challenges facing Western 

European newspaper sites – Four essays on online revenue models and payment instruments’ 

Dr. Valérie-Anne Bleyen published her PhD dissertation in 2010. This project’s main 

objective was to identify and understand the changing role of publishers, journalists and 

users in the digital media environment as well as to analyse the strategies and business 

models employed in the developing field of electronic publishing. Thus, this thesis is an 

extension and continuing execution of this aim to the field of online games. 
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1.3.  The Research Methodology 

1.3.1. Current Research on Revenue Models and Digital Games 

As this research is built on literature study and former investigations, it is necessary to give 

an overview of the state of current scientific research of revenue models and digital games. 

This is indispensable to build a theoretical framework for this research. 

 

Research on Revenue Models: A Lack of Common Understanding 

The origins of the expression business model and, in this context revenue model can be 

traced back to the writings of Peter Drucker (1954). He asked about the customer, what he 

values and how to earn money (Drucker 1954; Magretta 2002). But the concept has gained 

prominence only in the last two decades, especially during the dot-com revolution (El Sawy 

et al. 2013, 13). So far, there is no common agreement in the scientific community of 

business and revenue models. The number of definitions poses significant challenges for 

understanding the essential components.
12

 Furthermore, the focus in research has mostly 

been on business models than on revenue models alone. Although, most scholars see the 

revenue model as an important element on business model design (Kakihara 2010, 6). For 

example, Weill’s concept of a business model defines two elements, what a business does 

and how it makes money doing so (Kakihara 2010, 4). 

Timmers (1999) offered as one of the first a definition of business models. He describes a 

business model as the architecture of a product, service, information flows and the sources 

of revenues and benefits for suppliers and customers. Buchholz (2001) defines business 

models as constituted by the revenue model. But the term revenue model is also used outside 

the context of a business model and is described as the determination of the sources of 

revenue by Zerdick (1999).
13

 Still, there is a lack of generally accepted definitions, which 

makes the research and literature review quite difficult and confusing.
14

 

In this research the approach of Ballon (2009) and Ballon & Walravens (2008) of a business 

model matrix with specific definitions of each component was chosen (see chapter 1.3.2).  

                                                      
12 Differences lead to confusion in terminology as ‘business model, strategy, business concept, revenue model 

and economic model are often interchangeably (and moreover) the business model has been referred to as 

architecture, design, pattern, plan, method, assumption and statement’ (Morris et al. 2005; El Sawy et al. 

2013, 13). 

13 To isolate the revenue model from the business model is also an approach by Skiera and Lambrecht (2000) 

(Gruhn & Weber 2005, 34). 

14 More than 1.000 scholarly articles can be found by keyword search of ‘revenue model’ in the EBSCO 

Business Source Database between 1955 and 2011. With more than 800 results from scholarly journals since 

the last ten years, the majority of these are very current. 
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Research on Digital Games: A Lack of Economic Studies 

Besides the developed theories and research work done by scholars on revenue models, it is 

also important to have a look on related research on the digital game industry and online 

games as this media segment serves as study object.  

While a relatively new area, academic studies have attracted the interest of a remarkable 

number of disciplines, including at least psychology, media studies, anthropological and 

computer science. In the beginning, research was especially centred around suspicions 

concerning negative effects of digital games on players (cf. McClure & Mears 1986). 

Economists were originally completely absent from this area. Today the scope is much wider 

(Castronova 2002, 14). 

Further, massively multiplayer games have augmented the interest in the digital game 

industry from an economic point of view to a new level.  Academic research in that area is 

now more commonly called virtual world studies (De Freitas 2008). Edward Castronova, a 

pioneer in that area, argues that as virtual worlds are a large part of the daily life, their 

development may have an impact on the real-world macro economies (Castronova, 2006a). 

Attracting considerable attention among academics and the public, Castronova analysed in 

his renowned paper the economy of online games, taking the example of EverQuest by Sony 

Online Entertainment. He claims that Norrath, the world in EverQuest, has a gross domestic 

product (GDP) per capita between that of Russia and Bulgaria and higher than China’s and 

India’s GDP in 2000 (Castronova 2001).  

Furthermore, economic studies on network effects are closely related to massively 

multiplayer online games (cf. Rohlfs 1974) as well as economic studies on two-sided or 

multi-sided markets highlighting roles of platforms to create network effects. However, 

online games have not been well discussed by them.
15

  

As many scholars have focused on business or revenue models also relating to different 

industries and products, there is still an abundance of research on revenue models of online 

games. Of course the analysis of virtual world economics has attracted much attention in the 

academic world and public during the last years but still there is no research about the 

strategic decisions and the overall possibilities and opportunities given through revenue 

models of online games and massively multiplayer online role-playing games. This seems 

surprising because these media products are innovative in terms of revenue models and 

comprise for many scholars the future of business on the Internet.   

                                                      
15 Most economic research is based on console digital games where the role of platform can be clearly observed 

(Hagui 2006). 
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1.3.2. Towards a Theoretical Framework 

Today’s revenue model research shows many facets, ranging from divergent definitions to 

taxonomies of business and revenue model design (see chapter 1.3.1). While these 

definitions of revenue and business models differ distinctively, they still share a common 

ground. Most definitions highlight the value proposition for the customer and the way, how 

this value is created through the combination of activities (Krcmar et al. 2011, 2 ff.). The 

range of different concepts and interpretations, sub-summarized under the term business or 

revenue model, illustrates clearly that it is necessary to find a theoretical framework 

grounded on earlier scholars fitting for the aim of this research. Additionally, a value 

network framework especially for online games has to be developed in order to understand 

the complex streams between the different actors involved. 

 

The Theoretical Framework on Business Models Chosen for this Thesis 

In this thesis, the most common definition of a business model and revenue model is used. 

These are inherent in the analytical tool, chosen to support the cases. The cases were 

analysed using a business model matrix, which is developed in Ballon (2009), and applied in 

Ballon and Walravens (2008). Table 1.1 gives an overview of the business model matrix and 

its implications. The matrix and its components have been adjusted to fit better to the needs 

of the research in the background of massively multiplayer online role-playing games and 

the focus on revenue models. 

 

Table 1.1 - The business model matrix as analytical tool for this research  

 (Source: Ballon 2009) 

Basic Value Attributes 
Core Value 

Mechanism 

Value 

Network 

Functional 

Architecture 

Value 

Configuration 

 

Combination Assets 

 

 

Modularity Positioning 

Revenue Model 

Concentrated 

 

Distributed Modular Integrated Genre Branding Basis  

Revenue 

Additional 

Revenues 
Vertical  

Integration 

 

Distribution  

of Intelligence 

User  

Involvement PRICE 

Integrated 

 

Disintegrated Centralized Distributed High Low Transaction 

Costs 

Range of 

Choice 
Customer  

Ownership 

 

Interoperability Intended Value 

Payment Model 

Direct Intermediated Yes No Quality Lock-in   
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The concept of business models refers to the relationships between organisations, the way 

roles are distributed among actors and financial as well as value structures. For this thesis 

the potential revenue streams are crucial. The matrix used to analyse the three in-depth cases 

examines on the one hand the ‘basic value attributes’ of each MMORPG and on the other 

hand the ‘core value mechanisms’. In order to find out what role revenue and payment 

models are playing for the success of the games, the basic value attributes have a crucial 

impact:  

(1) the way in which the value network is constructed with its actors and the crucial 

information and revenue streams, (2) the functional architecture and (3) the value 

configuration which is showing how the organisation positions in the competitive market. 

All these aspects are important to better valuate the role of the core value mechanisms, (4) 

the revenue and payment models (methods) chosen. 

 

(1) The value network 

The value network for massively multiplayer online role-playing games (MMORPGs) is 

separated into different players. The value network framework used in this thesis includes 

activities that contribute for the creation of value in multiple forms. The framework 

developed by Alves & Roque (2005) differentiates between types of value flows, different 

activities and actors included in the value network. There are different kinds of value flows: 

product/content flow, information flow and (virtual) monetary flow. The distinction between 

information and content flow might be difficult. The content or product is however normally 

the game itself or purchasable content like virtual items. Information flows are considered as 

services, customer support or similar streams of information. In-game currency plays also an 

important part not only for the operation of the game itself, but also for the company 

business model, as virtual currencies are purchasable as well.  

Table 1.2 shows the inherent actors, flows and activities which have been adjusted for each 

case. Further each subcategory was analysed for all MMORPGs chosen. Included as 

subcategories are:  

 

The combination of assets: Assets include anything tangible or intangible that could 

be used to help the MMORPG to achieve its goals. 

The level of vertical integration: Vertical integration is defined as ownership and 

control over successive stages of the value chain. 

Customer ownership: This topic looks into the party maintaining the customer 

relationship and data. 
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Table 1.2 -  Legend for the elements of the value network diagrams used in this 

research (Source: Alves & Roque 2005) 

 

 

 

 

 

 

Individual company. 

 

 

 

 

 

Realization activities: activities aimed at the creation of virtual 

content and their transportation in the Internet. 

 

Support activities: activities aimed at improving other activities, but 

do not intervene in the production of individual virtual content. 

 

 

 

 

 

Consumption activities. 

 

 
 

Virtual content flow. 

 

 

 

Information flow. 

 

Real monetary flow. 

 

 

 

In-game monetary flow. 

 

Set of illegitimate activities or flows. 

 

 

(2) Functional architecture 

The functional architecture of MMORPGs consists on the one hand of the required 

hardware and software on the consumer side and on the other hand of the technological 

infrastructure any MMORPG needs to sustain and function. This technological requirement 

contains of the server infrastructure. Further the following subcategories are described: 
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Modularity: Modularity refers to the design of systems that connect to each player. For 

MMORPGs this is normally the server infrastructure. 

Distribution of intelligence: This refers to the distribution of computing power, control 

and functionality across the system in order to deliver the gaming service. 

Interoperability: The ability of the MMORPG to directly exchange information and 

services with other systems or to be used on other systems. 

 

(3) Value configuration 

The value configuration is very complex and consists of many aspects how the MMORPGs 

are trying to differentiate its game-play and service from other MMORPGs. Of course the 

value of each MMORPG is the game, as the content and service, in regard of the social 

aspects of multiplayer games. The subcategories are: 

 

Positioning: Positioning of the game product and service refers to issues like 

branding, market segments, consumer trust and relevant attributes. 

User involvement: User involvement describes the degree to which users are 

involved in the product development and own content production. 

Intended value: This refers to basic attributes of the product or service or to 

intended attributes. 

 

(4) Revenue and payment model 

After analysing the basic value attributes of the MMORPGs, the most interesting feature, the 

revenue model was looked at. Each case has a revenue model which is the basis for the 

income of the organisation. The emphasis is on this basis. Further, the additional revenue 

streams are explained. Inherent are also the prices set within each revenue stream for the 

consumer. The second aspect is the payment options implemented for each case and which 

the consumer can choose for their purchase. Crucial considerations are the transaction costs 

which the payment methods cause and whether they are directly or indirectly transferred to 

the consumer. For both, the revenue model and the payment methods regional differences 

are analysed, too.  

 

It is possible that there are gaps in this analysis in some instances where public information 

was hard to obtain. Potential shortcomings are explicated within the in-depth analysis for 

each case. 
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1.3.3. Study Design and Structure 

In order to answer the research questions this thesis has to provide the reader with data that 

has to be carefully collected. The presentation of this data has to be in a meaningful 

structure, to make the assumptions made in the conclusion understandable. The study design 

therefore, has to be clear and structured. 

 

The Research Methodology Inherent in the Study Design 

As the goal of this research is to find significant online revenue models for the media 

industry taking the example of implemented revenue models for the MMORPGs market, the 

approach here is to analyse relevant and meaningful case studies and investigate key issues. 

This research is primarily based on desk research. The assumptions made are complemented 

by expert interviews. Table 1.3 lists the methodologies which were used in this thesis. 

 

Table 1.3 -  Methodologies used in this thesis 

 

Literature 

Research 

The starting point of this research was the review of relevant scientific 

literature of scholars mainly from an economic field of expertise but 

also from media and computer science to develop essential concepts 

and the methodology (chapter 1). 

Database 

Research 

Relevant and recent articles / studies on the basis of the research 

question were considered and analysed. The findings were used to 

describe the digital game history, the attributes of digital games and 

the industry as well as market segments (chapter 2). This also built the 

foundations of the case studies (chapter 3). 

Secondary Data 

Data from public organizations and publication of game developers 

and game publishers were gathered like financial reports and press 

releases. The chosen MMORPGs have been installed and it was 

participated in the game-play to find information and get inside 

knowledge. The data and knowledge was used to specify the in-depth 

cases (chapter 3). 

Case Studies
16

 
For the in-depth case studies several overlapping methods were used 

which have mainly qualitative character. The developed analytical 

framework, the business model matrix and the value network, have 

                                                      
16 The cases were chosen by the following similarities: highest number of subscribers / players, same genre and 

game-play, divergent countries of origin, utilized revenue models, exemplary value for the whole MMORPGs 

market (see chapter 1.2.2 for more details).  
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been used. The information for the case studies were gathered through 

the above described source observations (chapter 3).
 
 

Expert 

Interviews
17

 

A questionnaire was utilized. It is based on the observed gaps in the 

in-depth cases
18

 and has the intention to get evaluation of online 

revenue models. The insights and assumptions gained from the case 

studies were critically reviewed by expert interviews and corrected if 

necessary (chapter 4). 

Analysis 

The literature, interviews and cases were analysed and looked at for 

their explanatory value (desk research). Key issues that directly or 

indirectly influence the revenue model of MMORPGs were 

investigated as well as the revenue models evaluated (chapter 4). 

Assumptions 

Based on the case studies and industry analysis conclusions in the 

form of assumptions, aiming to describe the market developments by 

categorizing of descriptive and explanatory theories have been drawn. 

Trends and future prospects have been identified based on the analysis 

(chapter 4). 

 

 

The used methodology was implemented in a dynamic manner. The theoretical concepts 

have been developed and modified during the research process. Data collection and analysis 

overlap and thus enrich the research process.  

                                                      
17 The dedicated experts, which were interviewed, are Johannes Fuckner, Market Associate at World of 

Horsecraft AB and Alexander Gigga, Head of Finance at Pioniergarage. Johannes Fuckner is implementing a 

MMORPG named Starstable in German speaking countries. This MMORPG, which started 2010, represents a 

niche product aiming at young girls. Therefore, Johannes Fuckner has inside knowledge of successful 

revenue models in the market he represents. The interview with Alexander Gigga helped contrariwise to make 

a broader picture of the future of online revenue models. As a consultant for Internet start-ups at 

Pioniergarage he has specific inside knowledge of the Internet environment for businesses and is a dedicated 

gamer for his spare time.  

18 Unfortunately, it was not possible to reach interviewees directly involved in the revenue modelling of the 

three analysed MMORPGs or other responsible persons directly in contact to the according game developers, 

despite several phone calls and emails. The attempt was made to talk to the Association of the Computer 

Game Industry, G.A.M.E., but regrettably the appointment was cancelled on short notice and not manageable 

to find an appointed day before thesis deadline. However, there are relevant published interviews in 

newspapers, which are discussing the development of the revenue models with the associated developers of 

Blizzard, RuneScape and Aion. The findings of these interview are directly included in the in-depth case 

studies (chapter 3).   
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The Aim and Structure of this Thesis 

The aim is to deliver theories to help the reader create a map of revenue models themselves 

in the ever-changing Internet economy. The goal of this work is to give explanations to 

explore new revenue models not only to the management of enterprises, but also to the 

scientific community. The descriptive and explanatory theories can be used as a toolbox to 

create an individual concept. This work is aimed at both the scientific community and the 

interested practitioner who brings a certain basic knowledge in the field of media industries. 

Key points and structure of this thesis are: 

 

Chapter 1.1: To guide the reader through the on-going economic changes the media 

industry has suffered. The goal is to give background information of the new 

digital economy and its opportunities and threats of the shift to digital 

distribution and online revenue models, at the example of the music 

industry. 

 

Chapter 1.2: To clarify the purpose of this research and its scope. The purpose is to find 

successful revenue models and to explain how these could help the media 

industry to overcome obstacles. This is based on findings of the digital game 

industry and exemplary the MMORPG market. The significance of revenue 

models and digital games are elaborated as well as the epistemological 

foundations.  

 

Chapter 1.3: To validate the research methodology applied in this thesis based on 

distinctive case studies and expert interviews in order to draw assumptions. 

This is built on research studies and the theoretical framework developed. 

 

Chapter 2.1: To give more deeply insights into the “youngest” media industry, the gaming 

industry. The goal is to show that the digital game industry arose from a very 

different context than traditional media segments and give the reader the 

information to understand the origins of the digital game industry. 

 

Chapter 2.2: To help the reader to understand the features and distinctions inherent in 

digital games. The digital game market consists of many unique attributes 

which are important to recognize. It is also important to identify the 

characterization of MMORPGs as they are analysed more deeply. 
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Chapter 2.3: The aim is to give a practical analysis of the digital game market and its 

structures. The actors in the market and their differences are presented. The 

focus of this analysis is on the most promising field of online games, the 

MMORPGs market. 

 

Chapter 3.1-3: To look deeper in the business models of three of the most successful 

MMORPGs at the market right now. The aim is to find differences and 

similarities of each case with the emphasis on the distinctive revenue models 

they are based on. Further, the position of each case in the market is clarified 

in order to make assumptions whether the revenue models are playing an 

integral part in the success of the MMORPG. 

 

Chapter 4.1: To guide through the similarities and differences of the cases by providing 

an overview of the most interesting findings of the previous chapter based 

on illustrations in table form. 

  

Chapter 4.2: To illustrate the key issues of the case studies and digital game industry. The 

goal is to provide assumptions and key trends. The goal is to answer the 

research questions and to assess the future prospects of online revenue 

models. Additionally, recommendations for future research are made to fill 

the gaps of this thesis. 
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Chapter 2: Findings of the Digital Game Industry 

In the first chapter it was demonstrated that the economy had changed significantly through 

disruptive technological revolutions leading into the digital age. The Internet as well as 

mobile and ICT technologies influenced not only the day-to-day lives but brought challenges 

and opportunities for businesses and the focus on revenue models. As shown in the example 

of the music industry, mostly media industries are suffering from the shift to online 

distribution of content. However, digital game industries are also facing similar problems. 

Digital game industries not only lose money through issues like illegal distributions but also 

have to face fierce competition among game industries which puts pressure on the 

deployment of innovative revenue models. But still, from its beginning the digital game 

industry shows how implemented it is in the digital context and how strong the innovative 

forces of this media industry in technology and business are. 

First, this chapter aims to give the reader an overview of the origins of the digital game 

industry till the rise of massively multiplayer online games. In case the reader has no 

experience with the digital game industry, definitions and taxonomies are going to be 

presented in the second part. This shall help to guide through the complex industry and its 

technological attributes. The third part is giving deeper insights in the digital game 

ecosystem and market structures. By presenting up-to-date data of sale and revenue and 

current players of the market, the reader will get to know the significance of digital games in 

the economy. Further, insights of the traditional value chain are helping to understand the 

present course of action within the market.  

 

2.1.  History of the Digital Game Industry 

2.1.1. The Beginnings: Arcade Games and Consoles 

The history of the digital game industry is short compared to other media industries, like the 

newspaper, movie and music industry, and has been and still is highly dependent from 

technological developments. With just about 40 years of history, the strong link to the 

development of microprocessors, the PC and Internet is obvious. Special importance in the 

history of digital games and their industry has the development of digital game consoles. 

Even though massively multiplayer online games are typically PC-based games
1
 the game 

console market is of special importance for the digital game industry. Thus, the console 

development will be described more closely in this chapter.  

 

                                                      
1 For explanations of different kinds of platforms and its indications, see chapter 2.2.1. 
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The First Interactive Digital Game 

So far, many attempts have been made to identify the beginnings of the digital game industry 

(cf. De Prato et al. 2010; Miller 2005; etc.). These trace back to 1961 when the first 

interactive digital game for a computer, SpaceWar
2
, was created by MIT student, Steve 

Russell. However, the commercial breakthrough of the modern digital game was in 1972, 

when the arcade game Pong was launched by Atari (De Prato et al. 2010, 25). Atari spent 

USD 400 to manufacture a Pong machine, while selling it for USD 1,200 to bars, stores, 

malls and other public spaces (Winter 2013).
3
 

 

First and Second Generation Digital Game Consoles 

Between 1971 and 1976, ‘first generation’ digital game consoles based on dedicated logic 

circuits without any microprocessors started to be distributed. In 1975, Magnavox released a 

console with a home version of Pong which became popular, and Atari followed suit. One 

year later, Fairchild released its Video Entertainment Systems (VES), the first ‘second 

generation’ console. Equipped with a general purpose processor, this console was already 

able to read cartridge memories and execute storage of games (De Prato et al. 2010, 26). In 

the same year, Atari bought the right to sell SpaceInvaders to Atari’s new home console, 

which allowed users to play different games by interchanging cartridges. This made Atari 

the fastest growing company in US history (Vance 2007, 215). Not long after, several 

engineers left Atari to create Activision in 1979, the first third-party digital game developer 

and nowadays one of the largest. The two competitors of Atari back then were Intellivision 

by Mattel (1980) and ColecoVision (1982). It was already common practice to release home 

versions of games which have been successful as arcade games (De Prato et al. 2010, 26). 

Anyways, the 1970s were a success story for arcade games and so-called ‘first and second 

generation’ home consoles. 

But with the so-called ‘North American video game crash of 1983’ the second generation of 

digital game consoles came to an end. A number of companies went bankrupt causing 

further console development to stop.
4
 Scholars see the reasons for the crash in the saturation 

of the market by a number of low quality consoles and digital game titles as well as the 

uncertainties which stopped further investment in this industry (Williams 2003).  

                                                      
2 In the two player game SpaceWar each player manoeuvred a spaceship while trying to shoot at the other’s 

ship. Even though the game became popular at MIT and other institutions, SpaceWar was never 

commercialized (Markoff 2006). 

3 The diffusion of coin-operated arcade games followed soon, after reaching a peak in 1978 largely due to the 

successful release of SpaceInvaders and other coloured games (De Prato et al. 2010, 25). 

4 Atari’s stock dropped 32 per cent in a single day in 1982 (Miller 2005). 
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2.1.2.  Consolidation of the Console Market and the Rise of PC Games 

While the ‘North American video game crash’ in the beginnings of the 1980s, the popularity 

of personal computers (PC) and interest for computer games rose. The crash largely affected 

the console market but conversely the home computer market boomed, as sales of colour 

computers such as the Commodore64 increased and developers such as Electronic Arts (EA) 

benefited. In the second half of the 1980s, PCs became available for everyone, and digital 

games to play on these computers were deployed
5
 (Oxford 2011).  

At the end of the decade, the distribution of CDs further supported the trend to play games 

on PCs. However the evolution of home consoles with improvements in customized chips, 

music and low cost in microelectronics in fierce competition was forming the digital game 

industry how it is known today. 

 

The Rise of the Digital Game Industry: An Oligopolistic Hardware Market 

By the 1990s, main corporations of the media industry already tried to get involved in the 

rising digital game market (e.g. Warner´s early attempts to buy Atari, Sony and others 

followed) and new big actors stepped in as well (e.g. Nintendo). This dynamics started after 

the ‘North American video game crash’ in 1983. Japanese corporations like Nintendo, with 

its Nintendo Entertainment System (released in 1985), the GameBoy (released in 1989)
6
 and 

Sega, took control of the diminished market. These corporations exploited the advantage of 

vertical integration through every stage of the industry
7
 (De Prato et al. 2010, 26).  

Sega which was founded in 1940 in Honolulu (US) moved later to Japan. It entered the 

game console market in the mid-1980s. By 1989, it had consolidated its major position (De 

Prato et al. 2010, 27). With Sega and Nintendo ruling the competition as market leaders, 

‘third generation’ and later ‘fourth generation’ (16 bits CPU) home console, evolved into the 

‘fifth generation’ (32 bits CPU). This was accompanied by the return of Sony in the market 

                                                      
5 During the 1970’s, computer games were already played but just by relatively few, as computers were too 

expensive for the masses. However, some games were developed, among them Adventure (1976), a popular 

text based game. A version of Adventure was included in the first IBM PC machines and was also used as 

strenuous test for hardware, similar to SpaceWar which was included as diagnostic tool in PDP-1 machines 

(Rickadams.org 2010). 

6 Nintendo was first to require a license fee (game-license-fee business model) for every game sold on their 

platforms. Other companies like Sega, Sony (PlayStation) and Microsoft (Xbox) adopted later the same 

model for their consoles. 

7 As reason for this advantages can be seen, that the console and the handheld segment has high entry barriers. 

Big initial players dominated the market and early technological and business choices led to non-

interoperability. This contributed to dynamics typical of oligopolistic markets with few powerful players (De 

Prato et al. 2010, 27). 
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and further increments in the CPU word size. The ‘sixth generation’ (128 bits CPU), 

emerging in 2000, was the last for which bit rating mattered. As Sega left the hardware game 

market and focused on game development only Microsoft, Sony and Nintendo became the 

three dominant players and controlled the whole home consoles market. In the handheld 

sector, Nintendo also managed to maintain dominance (with Nintendo DS) and was only 

challenged by Sony (with the PlayStation Portable, PSP). After 2005 the ‘seventh 

generation’ of consoles followed, reinforcing the dominance of Microsoft’s Xbox, 

Nintendo’s Wii and Sony’s PlayStation. In 2006 Nintendo succeeded in pushing a disruptive 

innovation, the introduction of motion control as the standard method of interaction. This 

year, the next generation was introduced by Nintendo, the Nintendo Wii U. The new Xbox 

One and PlayStation 4 are also going to be on the market in November 2013. This 

generation focusses even more on multimedia integration and connectivity (De Prato et al. 

2010, 28). 

 

 New Segments: Disruption of the Digital Game Industry 

Besides consolidation of the console and handheld market into just a few dominant players, 

other segments are disrupting the industry and promoting competition. Hand in hand with 

the technological developments, improvements have produced continuously much kind of 

games, new genres and platforms
8
 (De Prato et al. 2010, 27). 

The first computer games were already developed in the 1970s. But real success started with 

the rise of the PC in the late 1980s. The beginnings were embossed by ‘hobbyist’ groups 

developing and distributing simple game codes. The first generation of PC games was often 

text adventures or interactive fiction, in which the player communicated with the computer 

by entering commands.
9
 Over the time the technological advances, like 3D graphics, also 

influenced the development of more elaborate PC-based games. In 2003 Nokia released the 

first platform for mobile gaming. With the emergence of smart phones and the diffusion of 

mobile Internet the mobile gaming sector is constantly growing. In addition, so-called 

“casual games” with limited complexity became widespread to open up a new subsector 

with growing significance for the industry (De Prato et al. 2010, 28). At the same time, 

broadband connection diffusion allowed an impressive proliferation of online gaming and 

the development of massively multiplayer online games. 

                                                      
8 For more detailed analysis about game definitions and taxonomy, see chapter 2.2. 

9 Later, games combined textual commands with basic graphics as seen in SSI Gold Box games such as 

PoolofRadiance or Bard'sTale. 



Chapter 2: Findings of the Digital Game Industry 

 

23 

 

2.1.3.  The Rise of Massively Multiplayer Online Games 

The rise of massively multiplayer online games was possible because of technological 

evolutions and diffusion of broadband connections. Technology allowed in 1978 the 

implementation of the first Multi User Dungeon (MUD) and the MUD1 platform was 

written (Kelly 2004, 21). Since then, the concept of an online virtual world where players 

can interact has been much explored.  

 

The First Online Games and Their Commercialization 

The first commercial use of online games started in 1984 with IslandsOfKesmai, launched 

on CompuServe. CompuServe, the first major commercial online service in the US provided 

the game online to its customers for an hourly rate of USD 12 (Koster 2002). At this time, 

already several other competing MMOGs, like GEnie’s GemStone and Quantum Link’s 

ClubCaribe, had the same hourly-rate revenue model (Koster 2002).
10

  

In 1991, the same year as the World Wide Web was invented, the first graphical massively 

multiplayer online role-playing game (MMORPG) was created, Neverwinter Nights (NWN). 

Created by Stormfront Studios (Gamepress 2008), it was launched on America Online 

(AOL). Originally AOL adopted as well the hourly-rate revenue model. However, after a 

few years as Internet connection cost dropped, AOL included the game into its flat-rate 

subscription fee. By 1997, NWN had grown to 115,000 players. AOL shut the game down 

the same year because of disputes with the copyright owners (Medar 2004).  

In 1993, the developer of Doom, a 3D first-person shooter, used the Internet to distribute the 

shareware version of the game. As the first missions in the game were free, payment was 

just required to unlock later missions. This was a milestone in the digital distribution of 

games. Today there are several online distribution channels, like Steam, Direct2Download, 

EA’s digital shop and Blizzard’s Battle.net (Economic Adventure 2007). 

During the mid-1990s, multiplayer gaming became much more commercialized. Several 

companies were established to provide online PC gaming service. In other words, they 

offered game servers, matchmaking services and became very popular among gamers. Two 

of the most successful companies were MPlayer and TotalEntertainmentNetwork providing 

multiplayer gaming for the most popular games at that time, like Command&Conquer. These 

services were initially offered for a monthly or yearly subscription fee. However, after the 

success of Blizzard Entertainment’s free Battle.net matchmaking service most online PC 

                                                      
10 During 1991 an average costumer on GEnie spent USD 156 per month, which was 32 hours at USD 3 per 

hour to play. However, so-called hard-core players averaged three times as much and accounted for nearly 70 

per cent of the total revenue (Koster 2002). 
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gaming services converted their business model to a pure advertising-based model or 

freemium model. Today, the two biggest competitors of the service of Battle.net are Steam 

and GameSpy, two providers of third-party multiplayer services. However, there are many 

different providers of gaming platforms and fierce competition exists along with the 

localization-trends of these services (Kelly 2004, 44). 

 

The Development of Modern Massively Multiplayer Online Role-Playing Games 

In the late 1990s, the MMORPG genre became well-established. The first modern 

MMORPG was launched in 1996, Meridian 59. This game featured a monthly subscription 

fee model instead of the traditional per-hour payment. This new pricing model attracted a 

much broader audience and can be seen as the shift from a hard-core gamer audience 

towards a broader market. Meridian 59 set the benchmark at USD 10 per month. Since then, 

the typical price of subscriptions has been raised. This game and its sequels were the first 

games that used and spread the term “massively multiplayer” (GDC Vault 2012). 

Other so-called ‘first generation’ MMORPGs are UltimaOnline (1997) and EverQuest 

(1999). Both games became popular with hundreds of thousands of players at their peak. In 

1999, Asheron's Call was released. Together, these three games are referred to as the original 

"big three" of the late 1990s (MMOHuts 2013). 

With the beginnings of 2000, gaming companies were eager to capitalize on the new market 

of MMORPGs as the success seemed very promising for this new kind of genre. The first 

successful ‘second generation’ MMORPGs were Dark Age of Camelot, AnarchyOnline, and 

UltimaOnline 2, all released in 2001. RuneScape
11

 by Jagex was also released 2001 with 

huge success which holds on till today. Other important ‘second generation’ MMOPRGs 

were EveOnline, Lineage II and Second Life, released in 2003. 

The current generation is dominated by the most popular and well established MMORPG 

World of Warcraft
12

, today with over 8.3 million paying subscribers and released in 2004 

(Silverman 2013). Other MMORPGs from major publishers tried to compete with this 

monthly-fee model but many failed. Still new entrants from Asian markets like Aion
13

 and 

independent developing studios emerged leading to fierce competition on the market. Since 

the beginning the MMORPG market evolved significantly to become an important part of 

the media industry (Alves & Roque 2005, 1356).
14

  

                                                      
11 Jagex’s (UK) RuneScape is going to be analysed in chapter 3.3. 

12 Blizzard Entertainment’s (US) World of Warcraft is going to be analysed in chapter 3.1. 

13 NCsoft’s (Korea) Aion is going to be analysed in chapter 3.2. 

14 For a deeper analysis of the MMORPG market see chapter 2.3.3. 
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2.2.  Digital Games: Definitions and Taxonomy 

2.2.1. Digital Game Components and Platforms 

To find out how to define digital games and how to distinguish them, a closer look at the 

components and platforms inherent to digital games is necessary. So far, there is no general 

agreement on terms used for all kind of digital games yet. Many scholars use terms coming 

from the platform like ‘video games’, ‘computer games’ or try to broaden the term like 

‘interactive games’. The term ‘digital games’ emerged during the formation of the Digital 

Games Research Association (DIGRA) in 2003 and refers to the entire field including all 

platforms and reflecting the whole diversity of gaming in new media (Kerr 2006, 3). 

Therefore, in this thesis the term ‘digital game’ has been used so far and will be used for the 

on-going thesis as broad term for all kind of platforms and genres. The most common 

definition describes digital games as ‘an electronic or computerized game played by 

manipulating images on a video display or television screen’ (Collins Essential Dictionary 

2011). Further, the Joint Research Centre (JRC) of the European Commission analysed in a 

report in 2010 the digital game industry and gives an overview of definitions and 

taxonomies for digital games which shall serve in this thesis as foundation (De Prato et al. 

2010, 29ff.).  

 

Digital Game Components 

The JRC stresses out the importance of components inherent to a digital game. The key 

component of a digital game is of course the fact, that the game is controlled by software.
15

 

Therefore, a digital game console or computer is needed to play the game. A video terminal, 

a television screen or any form of screen is necessary as output device. One or more tools as 

input devices must be present to allow the user to control and interact (De Prato et al. 2010, 

29). 

 

 A Platform-Based Taxonomy of Digital Games 

Further the JRC tried to find a categorization for digital games. The report differentiates 

between platforms a digital game is played on. In most of the literature, the term ‘digital 

game’ is considered as grouping all subcategories. It is possible to differentiate between (1) 

arcade games, (2) console games, (3) handheld and mobile games and (4) PC-based games. 

                                                      
15 The relevance of software for the technological infrastructure of MMOGs is going to be more deeply looked 

at in chapter 2.2.4. 
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(1) Arcade games are coin-operated machines with a monitor and a series of input tools 

and typically designed to play only one game. This kind of digital game was 

extremely common at the beginnings but is progressively disappearing. 

 

(2) Console-based games are played on specialized electronic devices that connect to 

standard television apparels or to composite video monitors. 

 

(3) Handheld games are played on gaming equipment, a self-contained electronic device 

that is portable. In the case of mobile games, the video device is not dedicated to 

such a task, but they are nevertheless able to provide the output. 

 

(4) A PC-based digital game is a game which involves a player interacting with a 

personal computer connected to a high-resolution video monitor, by means of a 

specific software program. 

 

Gawer and Cusumano (2002) are providing the most common definition of platform, which 

describes a platform as several physical and software modules linked by interfaces. The 

concept of platform is built upon a system core of components, enabling the interoperability 

and thereby increasing the platform’s value (De Prato et al. 2010, 23). With the pervasive 

diffusion of ICTs, platforms have been playing an increasing role in aggregating ecosystems 

of firms and are often connected to multi-sided markets and points of control in an industry
16

 

(Baldwin & Woodard 2008). Nevertheless, despite being unique in their characteristics all 

the above mentioned segments are interrelated. 

 

2.2.2. Content- and Purpose-Based Taxonomies 

Besides the definition given above, digital games are described as a specific kind of digital 

entertainment, in which the player “interacts with a digital interface and is faced with 

challenges of different kinds, depending on the plot of the game” (Walfisz et al. 2006). 

Therefore, a classification based on content of the games is useful. This is usually 

categorized into genres (De Prato et al. 2010, 31). Further, digital games are fulfilling a 

certain purpose and are developed for a specific target group. This distinction is also 

reasonable to know as this determines the market positioning of a game.   

                                                      
16 For example, the computer industry evolved a small number of dominant platforms (Bresnahan & Greenstein 

1999). In the framework of PCs, Intel, Microsoft and Cisco are platform leaders in production systems and 

innovation (Gawer & Cusumano 2002). 
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 A Purpose-Based Taxonomy of Digital Games 

There are three main categories generally referred to. These categories are operational in 

economic analysis as they are associated with target audiences (cf. De Prato et al. 2010, 32 

ff.): (1) core games, (2) serious games and (3) casual games.  

 

(1) Core games are considered to be the old basic category of digital games. Those 

games mostly bought in shops can be played on any platform by players who are 

used to dedicate free time to this kind of entertainment. An attribute of core games is 

increasing complexity which is appreciated by demanding users. This complexity is 

attractive for so-called “hard-core” players. 

 

(2) Serious games usually have a specific purpose. This category would be described as 

“applied” games, with purposes beyond entertainment (Sawyer 2007). The 

objectives of serious games vary from professional training, education to 

propaganda, or government awareness raising actions. Therefore, in this market, the 

B2B model is frequently the case (De Prato et al. 2010, 32). 

 

(3) Casual games can be characterized as not very complex. They are easy to be 

distributed, reach a wider audience of all age and gender and take a considerable 

shorter time for play sessions. The growing diffusion of casual games on social 

networks and the phenomenon of social gaming are gaining more relevance. Casual 

games supported the growth of the digital game industry massively.  

 

A Content-Based Taxonomy of Digital Games 

Digital games can be differentiated into genres, like it is common practice with movies and 

music. A game typically belongs to one primary genre which is classified by the type of 

game-play and mechanics. It is also common that games incorporate attributes belonging to 

another genre as well. The Entertainment Software Association (ESA) categorizes digital 

games into the following genres (ESA 2013, 8): sport, shooter, role-playing, racing, action, 

adventure, arcade, children´s entertainment, family entertainment, fighting and flight. 

Further, within online games, the ESA recognizes the following three genres (ESA 2013, 4): 

(1) puzzle / board / card game, (2) persistent multiplayer universe, (3) action / sports / 

strategy / role-playing.  

Looking at the ESA categorization of games overall it can be observed that the games are 

categorized in terms of game-play mechanics.  
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2.2.3. Online Game Attributes and MMORPGs 

After defining what digital games are, what components are inherent to them and how to 

distinguish them into platforms, target audience and genres, it is important to define what 

online games are. There are massively multiplayer online games (MMOGs) and more 

specific massively multiplayer online role-playing games (MMORPGs) as subcategories. As 

the topic in this paper is MMORPGs, the focus of this chapter lies on the attributes of this 

specific genre.  

 

 Attributes of Online Games 

It is obvious that online games are played over the Internet. Some sort of network 

connection is necessary. Network connection is not limited to the PC platform. Most 

devices, like the latest generations of consoles, mobile phones and other handheld devices 

are today connected to the Internet (cf. chapter 2.1.2).
17

 

The consumer has to pay a network operator for access to the network. There is interaction 

in online games which exceeds the amount of other digital games where the player just 

interacts with the game itself. Online games can still either be played alone via the network 

or with interaction with other players (De Prato et al. 2010, 88). 

Single player games share similar usability and plot characteristics. They used to be called 

“stand-alone” games. Often the only interaction with other players is in participating in a 

high-score list. However, all “multiplayer” games allow a group of users to play together. 

This kind of game is played simultaneously by a number of players. They are designed to 

allow single users to play against each other, against all others, to group with other users, 

and share common objectives. Teams can play against independent users or other teams (De 

Prato et al. 2010, 91). This is commonly called player-versus-player system (PvP). Players 

can also choose to play against game-inherent components, like virtual monsters, or build a 

group to do so, which is called player-versus-environment system (PvE) (Techopedia PvE 

2013). Multiplayer games can have different genres, ranging from first-person shooter 

games and real-time strategy games to role-playing (De Prato et al. 2010, 91). 

These interactive online games can on the one hand have a single-session approach or on the 

other hand a consistent world. 3D-shooters like the classic Counter Strike use single-session 

matches that are better suited for a competitive team-versus-team game-play that has to have 

a winner. A very prominent example is the extremely successful League of Legends. Huge 

                                                      
17 In order to make the specification of online games more easily, the focus here is going to be on PC as digital 

game platform. Still most attributes and characterizations of online games can also be adapted to online 

games on other platforms. 
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numbers of players are logged into the game simultaneously, but the actual game-play only 

takes place in enclosed five-versus-five environments and it ends after one team won the 

match (GameStar 2011). Besides the single-session approach, consistent worlds for digital 

online games are referred to “massively” multiplayer online games.
18

  

 

 Attributes of MMOGs and Role-Playing Games 

According to wordIQ.com (wordIQ Dictionary 2013) a massively multiplayer online game is 

‘a type of computer game that enables hundreds or thousands of players to simultaneously 

interact in a game world, which they are connected to via the Internet. Typically this kind of 

game is played in an online multiplayer only persistent world.’ 

MMOGs are very sophisticated games, allowing numerous independent players to play 

together and interact. This leads to a very high complexity. The plot of a MMOG cannot be 

strictly defined, as it continuously develops according to decisions and actions by each 

player. There is an open environment of the game-play as players can choose how to play 

and what tasks to fulfil. Detailed narratives and background stories are very common. Some 

have several hundred thousand to one million individual users connected at the same time in 

a persistent world which is often 3D-based (Techopedia MMOG 2013). 

In the case of MMORPGs, the player is asked to choose a fictional character in a fantasy 

world, to play his role, taking decisions and performing his actions. In the context of this 

research, mainly MMORPGs are important. Role-playing game’s core mechanic is that the 

player is assigned one or multiple virtual avatars of any kind (“player character”). Further 

the player is able to develop this character concerning his skills allowing him to become 

better in completing tasks in the game (Techopedia Dynamic 2013). However, all 

MMORPGS have a so-called consistent multiplayer universe.  

This means, when a single player disconnects, the world continues to exist and also to 

evolve as a result of other players’ actions and interactions. As character development and 

social interaction are generally essential to these games, most of them provide users with 

tools to allow and facilitate communication among players, and may also provide the 

possibility to build up teams and coalitions (De Prato et al. 2010, 91). 

 

                                                      
18 Questionable is if single-session game-play could also refer to as MMOG because the actual player 

interaction is restricted to a smaller number, whereas the overall amount of people playing the game and 

theoretically having the option of interacting with each other is exceeding thousands of players 

simultaneously. 
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2.2.4. Technological Infrastructures of Online Games 

The fact that so many players interact online together and in persisting worlds at the same 

time, creates some specific needs for a MMOG. The groundwork for any MMOG to work is 

the technological infrastructure.  

 

The User Side: Browser-Based versus Client-Based Games 

On the side of the user, there is a distinction within digital games on the platform PC 

between browser-based games and client-based games. As the key component of a digital 

game is the software (see chapter 2.2.1), this distinction is important in terms of 

interoperability with required hardware. The classic type of a digital game is client-based. 

The client in this case is the piece of software the consumer installs in order to play a game. 

This software runs on a certain device, either directly or through an operating system 

(Schaller 2010). So-called browser-based games do not require the consumer to install the 

software on their device. The player just needs in order to run the game a functioning 

browser with a certain plug-in (for example Flash Plug-in, Java Plug-in). This feature lowers 

the hardware-threshold for being able to play a game significantly (Schaller 2010). Besides 

the high interoperability of browser-based games and the high hardware standards required 

for client-based online games, the abilities for browser-based games is much more limited in 

graphic quality and advanced features. Still, both versions of massively multiplayer online 

games exist (Schaller 2010). 

 

 The Publisher Side: Centralized Server versus Client Model  

On the side of the online game publisher an elaborate hardware structure is needed to 

operate and host an online game. It is possible to classify it into different structures of the 

systems which are required by the games themselves: a distributed client model, a 

centralized server model or a mixture of both (De Prato et al. 2010, 89). 

The distributed client model is used especially for single-session games. In this case, the 

client PC is running the game engine and the server just provides the connection and 

environment to peer players. The operational effort is therefore at the client’s layer. This 

model is possible for just a limited number of players. The centralized server model, on the 

opposite, has to be applied for persistent worlds in MMOGs. The engine management is on 

the server. Thus the operational effort is on the publisher’s layer leaving on the client’s side 

only the input and output operations, whose results are transmitted. This sophisticated 

hardware structure is necessary to process the big amount of data that players generate 

compared to single-session games (Alves & Roque 2005, 659). 
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2.3.  The Online Game Ecosystem and Market Structures 

2.3.1. The Traditional Distribution Retail Value Chain 

The (however simplified) traditional value chain for digital games is quite similar to a 

classical linear retail distribution value chain. Although this graphical presentation helps to 

simplify the different players of the value chain, the distribution of digital games is much 

more complex.
19

  

The product comes from the creation to its consumption through a series of intermediaries 

aiming to add value to the product and enable commercialization.
20

 Further, the process is 

undergoing self-induced optimization as every actor becomes more efficient through 

rationalisation and specialisation. Each actor is very different and takes a unique part of the 

revenue, based on competences and power.
21

 Wherever it is feasible, these inputs can be 

centralized and multiple actions can be delivered by one single actor, through vertical 

integration (De Prato et al. 2010, 46). Figure 3.5 shows each step till the consumption of a 

digital game. These steps can be classified as follows: 

 

(1) Content creation or development 

 

(2) Content publication 

 

(3) Content distribution and retailing 

 

Figure 2.1 - The traditional game value chain (Source: Mateos-Graci 2008) 

 

                                                      
19 For this research the approach through value networks of online games is used in the case studies (cf. Alves & 

Roque 2005). See chapter 1.3.2 for a description of the theoretical framework of value networks. 

20 As this paper aims for the game product, hardware production is excluded in this value chain. Hardware is 

still an integral part of gaming when licensing for software development-tools for certain operating systems 

comes into play. This is mostly the case for console games (De Prato et al. 2010, 45). 

21 Wi (2009) found out that in case of a physical game copy that is sold by retail for USD 58, the retailer gets 

USD 18, the wholesaler USD 10, the producer USD 10, leaving the developer with USD 20 (De Prato et al. 

2010, 46). 
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2.3.2.  The Main Actors of the Value Chain and Economic Implications 

The above mentioned actors of the value chain are integral for the success of the digital 

game industry and therefore need further analysis. This is necessary in order to understand 

the complex industry. The economic implications are going to be explained as well. The JRC 

of the European Commission described very comprehendible the characteristics of actors in 

the value chain of digital games (De Prato et al. 2010, 47 ff.). The findings can be 

summarized as follows:  

 

(1) Digital game developers  

Developers do, according to their name, develop games. This includes the process from the 

invention, over the technical creation up to the finalization of gaming-software, and also in 

special cases the creation of software that is needed in order for a game to work. The 

developers are organized in studios that are made out of various types of content-creators or 

artists, for example level designer, audio experts or story-writers (De Prato et al. 2010, 47). 

Some development studios specialize on certain platforms or genres of games. Some even 

exclusively work for certain publishers (not to be confused with integrated development 

studios) (De Prato et al. 2010, 48). 

 

 Economic Implications to Develop Digital Games 

Cost-wise the developer can be compared with any other creator of digital content who 

needs a creative process. The staffs that are responsible to create the game are the bottleneck 

for this. Essential here are high fixed costs and low marginal costs due to the characteristics 

of digital goods which have been analysed by many authors (cf. Dogruel 2010, 105 ff.).
22

  

Nevertheless, through the digitization the creation and publication of media products or 

services is lower than before, which also reduces barriers to entry.
 
Already smaller target 

groups can be profitable economically. The so-called long-tail of niche markets is covering 

more and more market segments (cf. Anderson 2006). This is expressed by the phenomenon 

of so-called “indie” game developers which are oftentimes one-man studios. Indie-

developers emerged in the last years immanently especially through skipping the main bulk 

of the distribution costs. However, still the need for pre-financing is immanent since this 

investment can hardly be monetized with low demand meaning high risks for content 

producers leading to economies of scale and offer advantages to monopoly formations in the 

media markets (De Prato et al. 2010, 47). 

                                                      
22 Media economic theories are based on this characteristic. As Shapiro and Varian (1998, 21) explain, 

‘information is costly to produce but cheap to reproduce’.  
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(2) Digital game publishers 

Publishers are the big players in the industry: They are the companies that usually stand 

behind the developers and pay for the high initial costs and thereby make games happen in 

the first place. They also get the major part of the income in return while also mainly being 

responsible for setting up deals concerning distribution and marketing. Nowadays, many 

computer games have huge budgets that can even be compared to the biggest in the movie 

industry. Lots of developers are working on one title, sometimes even multiple studios at the 

same time, with millions of dollars of production costs, taking several years of time in the 

process (De Prato et al. 2010, 51). 

 

Economic Implications for the Publishing Segment 

In the beginning of the digital game era, the production of games was considerably cheap. 

Production cycles were short and development teams consisting only of a few people could 

finalize several projects each year. These circumstances allowed publishers to make big 

profits and very good margins overall. This could be a reason that many of today’s most 

powerful publishers originated in that era, for example Electronic Arts and Activision (De 

Prato et al. 2010, 51). This higher need of initial investments is also a sign of a more 

developed market that is capable of generating more and more income. It means also a 

considerably bigger risk for publishers to die to higher budget strain. That is likely to be the 

reason for publishers taking more and more over development studios in order to have more 

direct control over the creation process. That in combination with the publishers usually 

being in charge of manufacturing of the finished game as well as marketing makes them an 

integral actor in the value chain (De Prato et al. 2010, 51). However, this also illustrates the 

strong concentration movements in this media segment. 

 

(3) Digital game distributors 

The traditional tasks of a distributor of digital games are marketing, packaging, transport 

and providing infrastructure. Distributors are basically responsible for the whole logistics in 

the value chain. This is especially important as games usually undergo the change from a 

virtual into a physical product very late in the value chain compared to other kinds of 

products (De Prato et al. 2010, 55). Distributors oftentimes specialise in certain games or 

developers. While publisher usually tend to spread their portfolio wide in order to reduce 

risk, distributors are sometimes dependent on specific knowledge or target populations of a 

digital game (De Prato et al. 2010, 55). 
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Economic implications for the distribution of digital games 

Until the 1990s, media content was bundled to a particular medium such as news on 

newspapers. Digital games have not that strong of a history of bundling to a medium for 

distribution. Still the purchase of a game through DVD is common. By bundling the non-

material product in a carrier medium, media companies have secured the marketability of 

their products. Since information as public goods are not restricted and do not show scarcity, 

businesses could control and distribute their content through bundling. With the advent of 

digitization these effects can no longer be used. The cost for copies is practically free 

without loss of quality. The media company loses control over their contents. However, the 

Internet offers new opportunities as well as the ease of distribution and marketing directly to 

consumers which the digital game industry is using right from the beginning (cf. chapter 

1.1.3). 

 

(4) Distribution channels 

The classic medium of distribution for digital games has been retail stores, either specialised 

game-stores or “normal” stores. Physical distribution is the sale of digital games on a 

physical storage-device, usually DVD or Blu-ray. Additional value can be drawn from the 

packing including box-art, manuals, gadgets and extras that come with the physical copy. 

The retailers can be “normal” stores like Wal-Mart and other supermarkets or online-stores 

that sell physical products, most prominently Amazon. Recent studies show that the 

purchase of physical copies is still the most common way of buying digital games (De Prato 

et al. 2010, 57). 

But, in the last years the digital distribution is on the rise and it has undeniable advantages. 

In 2007, USD 1.922 billion revenue was generated by digital distribution. Digital 

distribution is getting bigger as it is more and more convenient and accessible with the 

spread of broadband Internet for a majority of the population (De Prato et al. 2010, 56). 

 

Economic Implications for Distribution Channels 

The cost reduction due to no need of producing the physical storage as well as packing and 

shipping is critical. Of course, the easy purchase through online payment models is also 

supporting the cost reduction (De Prato et al. 2010, 56). The advantage of not having to go 

into the store is obvious as well as digital distributors tend to have a culture of offering more 

often deals, while it is much easier for them to operate internationally and reach a 

significantly larger population. Online distribution platforms, like Steam, also serve as 

search platform which helps their customers to overlook the huge offer of digital games. 
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(5) Consumer / Player 

The last component of the digital game value chain is the consumer which ultimately buys 

the game. Commercialized digital games were initially aimed at children or teenagers. But 

as it is with many media products, they were likely to grow with their initial target audience. 

The consumer of digital games is part of a mass phenomenon that elevates gaming from 

niche to mainstream.  

Many studies have been made about the average gamer. They found out that an average of 

48 per cent of all Europeans play digital games, 25 per cent at least once a week. The North 

Americans even more. Over 58 per cent play digital games on a regular basis. Also, gaming 

seems to be not gender specific as one might presume that gamers are more likely male. 

However, over 43 per cent of gamers in Europe and North America are female nowadays. In 

North America only 63 per cent and in Europe 51 per cent of the gamers are less than 35 

years old. This gives a clear picture of diversity in age (Ipsos MediaCT 2012; ESA 2013). 

While looking at the population it is also interesting, especially in the context of this study, 

to evaluate the behaviour concerning multiplayer and online games. They appear to be 

extremely popular as 81 per cent of all European gamers play games online while in North 

America the amount is also high with 62 per cent (Ipsos MediaCT 2012; ESA 2013). 

 

Economic implications for Consumers 

Another way to approach classification of consumers of digital games would be into the 

purchase behaviour. The terms hard-core and casual gamers are most common. There are 

apparently divergent gamers who are willing to invest time and commitment into a game and 

are willing to immerse themselves into more complex gaming mechanics as others. 

Therefore, different games tend to be spent more time and more money on (cf. Paulding 

2008; Neill 2012; McGunz 2013). Typical casual games are not very complex. Casual 

gamers spend a short time for play sessions and thus are not willing to spend a lot of money 

for the game experience (cf. chapter 2.2.2).   

MMORPGs are more likely to be played by so-called hard-core gamers as the success in the 

game is very dependent on the time a player is online within the game. If these tendencies 

were to be followed, players of MMORPGS would be expected to be willing to spend long 

times. In order to access the full content of the game but also to pay for the experience hard-

core gamers are willing to invest in their game character.  
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2.3.3. Data and Prospects of the Online Gaming Market 

The digital game industry is very young compared with traditional media like print, radio 

and television. In about 40 years, the digital game industry developed into an industry 

producing billions of profits and becoming a relevant segment among other mainstream 

media goods (Deuze et al. 2007).
23

 

To assess the digital game market and its relevance, this chapter briefly gives data of 

revenue and present important industry players and market structures. In the context of this 

paper, not only the whole digital game industry but more specifically the PC game with the 

MMOG market is important. 

 

The Global Digital Game Industry 

The global digital game industry is very complex and has become a significant part of the 

media industry over the time (De Prato et al. 2010, 61). Over the next five years, digital 

games will accordingly to PricewaterhouseCoopers (PwC 2013) grow at a CAGR of 6.5 per 

cent to reach USD 86.9 billion in 2017. In 2012, it is estimated that the industry’s value was 

USD 63.4 billion. There is a constant trend of growth. Figure 2.1 shows the estimated value 

of the digital game market since 2004 till 2012. 

 

Figure 2.2 -  Global digital game market from 2004-2012 (Source: PwC 2013) 

 

 

                                                      
23 See chapter 2.1 for an introduction of the ‘History of the Digital Game Industry’. 
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Compared to other media industries, the digital game industry shows a strong position. In 

2012 the overall spending in music was estimated to be just USD 49.9 billion compared to 

USD 63.4 spend on games (PwC 2013).
24

 Further the revenue for box-office sales in the US 

has been already passed by the digital game industry in 2001 (De Prato et al. 2010, 61).
25

  

Going from a worldwide view to a more regional view the picture of the industry is further 

completing. The most important regions for the digital game market are Europe, the US and 

the high developed regions of East Asia such as South Korea and Japan. Figure 2.3 shows 

the size for the EMEA-region (Europe-Middle East-Africa)
26

, North America and Asia 

Pacific. EMEA was in 2008 the strongest market. It can however be estimated that the Asia 

Pacific region has overtaken North America by now. These three regions make up about 90 

per cent of the global digital game market (De Prato et al. 2010, 64). 

 

Figure 2.3 -  Digital game market size, by geographical area (Source: De Prato et  

 al. 2010, 64) 

 

 

                                                      
24 The OECD (2004) estimated still in 2003 that the gaming industry with USD 21 billion is less than the 

recorded music industry with USD 32 billion (De Prato et al. 2010, 61). 

25 This can be impressively illustrated. For example, in 2008 the British-produced game Grand Theft Auto 

(GTA) IV became the most successful entertainment release in history. Within 24 hours, GTA IV had grossed 

USD 310 million which is more than the most successful film (Spider-Man 3 at USD 117 million) and the 

most successful book (Harry Potter & The Deathly Hallows, at USD 220 million) at that time (The Guardian 

2009). 

26 In Europe, France, Germany, Italy, Spain and the UK are exceeding USD 1 billion for the digital games 

market. These five countries are estimated to have 30 per cent share of the global digital game market. 
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Besides the breakdown into regions, the market structure of the digital game industry can 

further be distinguished into the different industry players
27

 to make the industry more 

comprehendible. The gaming industry passed through many stages predetermined by 

developments of PC- and ICT-related technology till it attained the structure nowadays. The 

industry has approached maturation in the late 2000's (cf. Wikinvest.com 2013).  

As already describe in chapter 2.1, an integral part of the development of the digital game 

market was the console market. The hardware manufacturer of consoles and game handhelds 

are important and predominant players. Because of interoperability and platform dynamics 

the whole market consolidated into an oligopolistic market of just three players: Microsoft, 

Sony and Nintendo. They target different market segments.
28

 So far looking at the lifetime of 

the most current generation, the PS 3 sold till May 2013 more than 75 million units similar 

to Microsoft’s Xbox. The Wii sold almost 100 million units. Figure 2.4 shows the total sales 

from 2010 till 2013 (D’Angelo 2013). Cumulated, more than 250 million units of the latest 

generation consoles were sold. 

  

Figure 2.4 - Total sales since 2010 of the seventh generation consoles (Source: 

D’Angelo 2013) 

 

 

                                                      
27 See chapter 2.3.2 for characteristics of different actors in the digital games value chain. 

28 Microsoft’s and Sony's offerings are considered as traditional "next-generation" consoles, employing the 

newest technologies to appeal hard-core gamers. Nintendo's Wii, which from a technical standpoint is less 

advanced, has appealed to casual gamers (cf. Wikinvest.com 2013).   
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Other important players are the game developers. Game developers are primarily in-house, 

third-party or independent developers. In-house developers are owned by publishers and 

enjoy therefore high funding compared to third-party and independent developers.
29

 This 

segment further experiences high levels of mergers and acquisition (Cunningham et al. 

2008). For instance, Microsoft is particularly active in this market and successfully acquired 

many independent developers to further dominate the developer segment.
30

 The number one 

game developer of 2012 was Nintendo with titles like Wii FIT and MARIO KART Wii 

(Develop 100 List 2013). However, there are also very successful third-party developers. 

The three major ones are Activision Blizzard (World of Warcraft), EA (The Sims) and 

Ubisoft (Assassin's Creed) (Polygon.com 2012). Still, there is a huge number of independent 

developers with great success leading to high competition on the market. Some examples are 

the Japanese companies Sega (Sonic) and Capcom (Resident Evil) or the UK based 

RockStar North (Grand Theft Auto).
31

   

 

Figure 2.5 - Revenue of successful players in the digital game industry (Source: 

Statista 2013; Microsoft 2013; GameSpot 2013) 

 

                                                      
29 If games are funded by a massive budget they are commonly called AAA games. It is a title developed by a 

large studio, with a marketing budget of multiple millions and excess usually one million titles sold. In order 

to achieve a multiple-of-cost return, these titles are normally produced for the major platforms (unless it is a 

console “exclusive”, where the console maker pays for exclusivity) (About.com 2013). 

30 For example, in 2001 Microsoft successfully acquired Rare, an in-house developer, from Nintendo. 

Furthermore, in 2006, Microsoft purchased Loinshead, a former third-party contractor. 

31 The examples are taken from the ranking “Develop 100” (Develop 100 2013). 
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Still it is hard to name the biggest players in the game development segment. Figure 2.5 tries 

to compare some of the most famous companies in the digital game industry based on their 

revenue in the most recent fiscal year.
32

   

GameStop, also listed in figure 2.5 with more than USD 9.5 billion revenue, represents 

another segment of the industry, the game retailers and distributors. GameStop is an US 

based company and the world’s largest multichannel digital game distributor with more than 

6,000 company-operated stores in 15 countries (News.GameStop 2013). Other well-known 

physical and online stores are Toys R Us, Wal-Mart and Amazon. In contrast, there is a shift 

from physical to digital distribution taking place in the digital game industry as in every 

media industry. Some of the most famous independent online distributors are Steam and 

Direct2Drive for the US and Bigpoint for Europe. Still all big players and even independent 

publishers have their own online distribution system, like Wii Shop Channel, Xbox Live 

Marketplace, PlayStation Store and Battle.net by Blizzard Entertainment (Foster 2012).  

 

 The PC Platform and the MMOG Market 

Breaking down the market even further, one can have a look at the market size that is 

assigned to specific gaming platforms (see figure 2.6). The focus will be on the PC platform 

and MMOG market as this is going to be important for the cases. Exact numbers are difficult 

to access as there are a large number of distribution channels that are not only restricted to 

physical but also digital distribution platforms (De Prato et al. 2010, 64). PC gaming has 

come a long way since its origins and developed quickly:  

The industry is generating profits in the billions. This is giving digital games an important if 

not even crucial position in the digital game industry (de Prato et all 2010, 61). Still the 

market is relatively dominated by console and handheld games which make up a share of 60 

per cent of the overall market.  

The global share of PC gaming on the digital games market is 8 per cent in 2009 (De Prato 

et al. 2010, 66). The PC platform is however steady growing.
33

 The PC market is, as the 

gaming market overall significantly stronger in the EMEA with USD 2,559 and in North 

America with USD 789 million in 2009 (De Prato et al. 2010, 66). 

 

                                                      
32 As the listed companies still have other business segments not referring to digital gaming this numbers have 

to be taken carefully (e.g. Microsoft’s division include revenue from Skype). 

33 70 per cent of the people who owns a PC use them to play games while 40 per cent of the whole population 

in Europe has a PC that is capable of running games (De Prato et al. 2010, 39). 
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Figure 2.6 -  Global end user spending split by platform, 2008-2013 (Source: PwC 

2013) 

 

 

When looking at the overall distribution in the digital game market, PC gaming has its 

advantages, such as being apparently more open to innovation in programming or 

unorthodox game-design. That may be due to the nature of PC gamers
34

 or because of the 

hardware properties of the PC (cf. Williams 2002, 41 ff.). Important when separating the PC 

market from other platforms is the fact that the entry-barriers are easier to handle. Microsoft 

has still the largest part in the market for operating systems, the input devices and basic 

peripheries of a PC are all following fixed concepts while being open for powerful upgrades 

and accessories. Further, there is no problem about licensing and too high specificity, 

leading to a stable environment. Game developers can work without worrying about costs 

concerning licenses, as it is fact in the console market.  Thus, in certain sub segments, such 

as online games and especially MMOGs, the PC is still the way to go (cf. De Prato et al. 

2010, 87 ff.).
35 

                                                      
34 Although, having a relatively low market share when set into relation with the worldwide gaming market, it 

appears that the PC gamer population is perceived to be mostly core or hard-core players and thereby 

apparently more willing to spend higher amounts of money and time for games (see chapter 2.2.2 for 

differences between “core” and “casual” games and chapter 2.3.2 for characteristics of the end user). 

35 This might be because the PC has the advantage of having a keyboard and mouse as input device, which 

enables a wide variety of commands and quick text-chatting opposed to the restrictions of a controller which 

has a significantly lower number of buttons. 
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Figure 2.7 -  Global online gaming revenues ($ million) and share of total video 

game segment (%) 2008-2013 (PwC 2013) 

 

 

Figure 2.7 displays the revenue of online games played on a PC that require an Internet 

connection including subscription MMOGs, free-to-play MMOGs, casual games and social 

games since 2008. The increase over the years is remarkable and the share of the total digital 

games market is even faster increasing.
36

  

Further some other interesting data can be found. Split into geographic regions, the total 

value of online and wireless video games sold (including online games on consoles and 

handhelds) in the EMEA region was USD 5,069 million, in the North American region only 

USD 3,003 million and in the Asia Pacific region USD 9,081 million in a leading position in 

2009 (De Prato et al. 2010, 68). For online games, the Asian Pacific region is in many 

reports mentioned as leader. A more recent report of the NPD Group found out that the PC is 

still the most popular device for online gaming, accounting for 68 per cent of the market 

(NPD 2013). ComScore, a provider of statistics for ICT-related topics, released the number 

of unique visitors to online games to have reached 217 million worldwide in 2007 

(ComScore 2007). The highest ranking genres played online were card, puzzle and word 

games with 44 per cent, family-oriented games with 25 per cent and MMOROGs taking up 

19 per cent (NPD 2007). 

                                                      
36 Still, it is very hard to measure more specific data of online games and MMOGs, because of a lack of official 

statistics and no consensus about characteristics. To find the number of users of online games and producers 

and to measure success of games is rather challenging and even harder in the context of free online games 

(De Prato et al. 2010, 97).  
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Looking more deeply into the massively multiplayer online role-playing game segment as 

this is the focus of the cases, it is still hard to find reliant data to present in this research. The 

database MMOData.net still has some interesting numbers in terms of subscriptions. Figure 

2.8 shows the development of total subscriptions in the MMORPGs market from 1997 till 

2012 with more than 20 million subscriptions and active accounts. Since 2000, there is a 

continuous growth. But also a small stagnation for the last few years can be observed.  

 

Figure 2.8 -  Total MMORPG subscriptions and active accounts (Source:  

 MMOData.net 2013)      

 

 

Further there are only a couple of MMORPGs that exceed more than one million 

subscribers: World of Warcraft by Blizzard Entertainment, Aion and Lineage II by Korean 

developer NCsoft and RuneScape published and developed by UK-based Jagex. Figure 2.9 

shows the development of subscription numbers. 

Nevertheless there are many more successful MMORPGs on the market. Some popular with 

several hundred thousands of subscribers or active accounts are Age of Conan by Funcom 

(Norway), Lord of the Rings Online by Warner Bros (US), Final Fantasy by Japanese Square 

Enix, Star Wars Galaxies and EverQuest by Sony (Japan) and EVE Online by independent 

developer CCP (Iceland). It is noticeable for the MMORPG market that there are many titles 

coming from successful franchises like Star Wars. Nonetheless, also many independent, 

small companies have successfully developed and published titles. As a segment with very 

strong external effects and low entry barriers the competition is very high.  
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Figure 2.9 -  MMORPGs with more than 1 million subscriptions at their peak  

(Source: MMOData.net 2013) 

 

 

These characteristics of this market segment lead to pressure especially on business models. 

Today there are only 15 MMOPRGs left with a subscription model as revenue source and 

most games had to change to micro-transactions or freemium models as a noticeable trend 

during the last few years concerning many AAA-titles (Ron 2013). 

Still the advantages of online games are obvious.
37

 They allow non-linear interaction (unlike 

music and movies), exploitation of promises offered by massive multiplayer interaction, the 

creation of persistent virtual worlds and characters, multiple entry points, continuous 

updates in narratives and plots and enrichment through the contribution of user-determined 

content (De Prato et al. 2010, 87). 

 

To conclude, the digital game industry is characterized by vertical integration as players are 

active in all parts of the value chain. There is concentration as dominant players are 

determined by the biggest part of the industry, the console market. Still through the huge 

number of independent and niche players, the pressure through competition is growing while 

technological developments are leading to new opportunities. 

                                                      
37 Compare to chapter 2.2.3 ‘Online Game Attributes and MMORPGs’. 



Chapter 3: Findings of the Three In-depth Case Studies 

 

45 

 

Chapter 3: Findings of the Three In-depth Case Studies 

This chapter examines three of the most popular massively multiplayer online role-playing 

games (MMORPGs) with focus on their revenue and payment models. The cases are 

described using an analytical tool to identify their differences and similarities.
1
 For each 

case a short description is introducing the game. Essential are also the early stages of the 

game and developments since the release. Further, the value network, the functional 

architecture and the value configuration are going to be analysed briefly. These aspects are 

considered crucial for the requirements and choices made about the revenue model, which is 

going to be described more closely for each case. The cases were selected based on their 

number of players and market share as well as the fact that they are released and developed 

by diverging game publishers from the United Kingdom, the United States and Korea.
2
 The 

data for these cases was mostly gathered through active involvement in the games and the 

official game websites complemented by trustworthy articles. 

 

3.1.  Case One: World of Warcraft in a Leading Position 

3.1.1. About the Game and its Development 

World of Warcraft (WoW) is a fantasy massively multiplayer online role-playing game
3
 

developed by the US company Blizzard Entertainment
4
, commonly called “Blizzard” 

(GameStar 2013). In WoW players can wander in a persistent virtual fantasy world, 

complete quests, socialize with other players in guilds or fight against each other or 

monsters simultaneously with thousands of other players at the same time. 

While starting the game, players have to create and customize an avatar from one race and 

class of the Warcraft universe. Players can choose to lock in on one of the several servers 

provided. The game world is constructed to create an open environment for all players. 

Completing quests and killing monsters are activities rewarding the player with experience 

points and gold coins. While earning experience players are levelling up. The higher the 

level the more difficult the quests, the enemies to defeat and the players are allowed to 

explore new zones (cf. in-game World of Warcraft). 

 

                                                      
1 For an introduction of the analytical tool, see chapter 1.3.2. 

2 For a more detailed description of the relevance of the cases, see chapter 1.2.2. 

3 Massively multiplayer online role-playing games are more closely characterized, in chapter 2.2.3. 

4 In 2008, Activision acquired Vivendi's (France) game division, Blizzard, in a stock deal that resulted in 

Vivendi owning the majority of Activision shares. Activision’s, now Activision Blizzard, business segment 

Blizzard Entertainment is in charge of all online games including WoW. 
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Figure 3.1 -   Screenshot of the game-play World of Warcraft (Source: Forbes 2013) 

 

 

The 3D graphics (see figure 3.1) in the game use different elements of the graphics engine of 

Warcraft, which was also developed by Blizzard Entertainment (GameStar 2013).
5
 WoW is a 

subscription-based MMORPG consisting of a basis game which has to be purchased in the 

beginning and several expansion packages. Since June 2011, Blizzard offers also for starters 

the possibility to play the game without purchasing for free till their character reaches level 

20. This new course of action replaced the demo-model with a 14-day trial and was 

supposed to attract a new player base (Bild.de 2011).  

The game is with more than USD 1 billion in sales annually one of the most lucrative 

entertainment media products. Further, WoW is now for decades the game with the most 

paying subscribers with 8.3 million subscriptions reported in May 2013 (Silverman 2013). 

 

The Rise of the Successful Brand of World of Warcraft 

The development of the game began in 1999 and lasted for about four to five years. The 

beta-test phase alone lasted about one to two years. The game was officially announced by 

Blizzard Entertainment at the European Computer Trade Show in September 2001. WoW 

was first published in November 2004 in North America, Australia and New Zealand and in 

2005 in South Korea, Europe, China, Singapore, Taiwan, Hong Kong and Macau.  

In 2006, Malaysia and Thailand followed. In 2007, WoW was published in Latin America. 

                                                      
5 Warcraft I-III, a real-time strategy game, was the predecessor of WoW published in 1994.   
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Russia followed in 2008 and Brazil in 2011. It is now available in eleven different 

languages, based on the regions in which it is played (Curtis 2011).  

In 2007 appeared the first expansion, The Burning Crusade. One year later, Blizzard 

published the second expansion Wrath of the Lich King and sold over 2.8 million copies on 

the first day of the release breaking the record of The Burning Crusade, with 2.4 million 

copies. The third expansion, Cataclysm, released in 2010 even broke the record with 3.3 

million sold copies on the first day becoming the fastest-selling PC game so far. The fourth 

and latest expansion Mists of Pandaria was published in September 2012 with 2.7 million 

sold copies within a week (GameStar 2013). 

The number of subscribers of WoW reached in 2010 more than twelve million reaching its 

preliminary peak and setting an unreached record so far. Since then, the number of 

subscriptions decreases continuously. Since the beginning of 2013, the number of 

subscribers declined to about 8.3 million. But still, WoW is one of the leading MMORPGs 

with the strongest brand recognition. It is acknowledged as leading MMORPG on the market 

by the gaming community
6
 and the press. The game reached an unprecedented popularity 

worldwide and is still played on a daily basis by millions of active subscribers (Silverman 

2013). 

 

3.1.2.  Value Network 

Figure 3.2 gives a stylized overview of the value network of WoW which represents how the 

service reaches the consumer. To make this complex network more easily comprehendible, 

only roles which are relevant are integrated.  

As WoW is only accessible with connection to the Internet, the consumer pays a mobile 

network operator for access to the network. Blizzard Entertainment is responsible for the 

content creation supported by story-boarding, game design and programming as well as 3D 

modelling (Gamasutra 2009). Further, Battle.net is in charge for the content and service 

distribution. Battle.net is a gaming service provided by Blizzard Entertainment launched in 

1996 and revamped in 2009 (see Battle.net).
7
 

 

                                                      
6 For instance, the Guinness World Records Gamer’s Edition awarded World of Warcraft as the most popular 

MMORPG in 2009 (Glenday 2009, 241). 

7 Battle.net was the first online gaming service incorporated directly into the games that make use of it, in 

contrast to the external interfaces used by most online services at that time. Since the successful launch of 

Battle.net, many companies have published online game services mimicking Blizzard's service package and 

user interface (Plunkett 2009).  
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Figure 3.2 -  The value network of World of Warcraft (cf. Alves & Roque 2005) 

 

 

The consumer can purchase the key (game identification code) for the basic game and the 

expansions via Battle.net and download the software as well. In order to play WoW, the 

creation of an account and the log-in every time on Battle.net are necessary. Besides the 

purchase of the game, the consumer has to pay a monthly fee. The payment is also done 

through Battle.net. Thus, via Battle.net the complete distribution of the content and service 

can be handled (see Battle.net). The game can also be bought through a large number of 

retailers, like physical computer and software stores, Amazon and many others (cf. 

Amazon.de). Further, it should be mentioned, that within WoW, gamers can trade virtual 

goods with either virtual content traders or with other gamers. According to the General 

Terms of Conditions, it is strictly forbidden by Blizzard to involve real-world money within 

in-game trading (Battle.net Terms of Use 2013).
8
 Still, there are some examples of Blizzard 

experimenting with selling virtual items to its players.
9
 

                                                      
8 The aspect of in-game trading is just important for further analysis, if real-world money is involved like in the 

case of Aion in chapter 3.2. In WoW so-called illegal gold-farming still happens quite often but this should 

not be concerned here.    

9 Virtual item sales as revenue of WoW are going to be discussed in chapter 3.1.5.   
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Combination of Assets, Vertical Integration and Customer Ownership 

The internal structure of Blizzard Entertainment being alone responsible of the content 

creation and distribution as well as payment by the customers through Battle.net, allows 

complete control over all crucial assets of WoW. There are certain indispensable assets for 

Blizzard: The staff for the content creation and the technological infrastructure, namely the 

servers to keep the game running and their maintenance (including elaborated maintenance 

routines), and additional customer services like Battle.net (Gamasutra 2009). Therefore, all 

assets are concentrated in Blizzard Entertainment without any support from external 

partners. Hence, Blizzard Entertainment has also hold on the entire value network from the 

content to the distribution and the infrastructure. The value network is completely vertically 

integrated. Other important assets for WoW besides property and financial assets are 

licences to third-party product developers, which are going to be discussed later. The game 

engine and trade names as the franchise of WoW are further assets to be considered (cf. 

Activision Blizzard Annual Report 2012).  

Further, Blizzard Entertainment completely owns the data of their customers. Battle.net 

manages the customer information through their accounts and the payment. Even if the game 

can be purchased through a retailer, the account and payment via Battle.net is indispensable 

to play the game. This ensures the direct relationship with the consumer (cf. Battle.net). 

 

3.1.3.  Functional Architecture   

An important aspect of any MMORPG is the technical realisation and maintenance of the 

game and infrastructure. Further, the technological requirements on the PC are the output 

device, a screen, the PC hardware running the software and the input device, keyboard and 

mouse, to control the game. This leads to significant investments of the consumers. If users 

want to use the integrated voice chat, a microphone is necessary (cf. Amazone.co.uk). There 

are certain system requirements which the consumer has to take care of. WoW distinguishes 

between minimum and recommended requirements for full exploitation of the game. It is 

useful to analyse this technical requirements because of the potential barriers for consumers 

to subscribe to the game. Table 3.1 gives a short overview of important requirements for 

WoW (cf. Amazone.co.uk).  

On the side of Blizzard the technical realisation is composed of the server infrastructure, 

which is maintained once a week. This is very important as the servers are the core of the 

game allowing thousands of customers to play at once. Further, Blizzard provides the 

architecture of the game, the software, the supporting services like the Battle.net system and 

regularly bug-fixing (cf. chapter 3.1.2).   
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Table 3.1 -  System requirements to play the MMORPG World of Warcraft  

 (Source: Amazone.co.uk) 

Operating System:         PC: Microsoft Windows XP/Windows Vista 

    Mac: Mac OS X 10.4.11 or newer 

  

Hard Drive Space:         15 GB of free space 

 Minimum Recommended 

CPU PC:   Intel Pentium 4 1.3 GHz  

         or AMD Athlon XP 1500+  

Mac: PowerPC G5 1.6 GHz  

         or Intel Core Duo processor 

PC:   Dual-core processor 

Mac: Intel 1.8 GHz processor or better 

Graphics 

Hardware 

PC:   3D graphics processor with   

         Hw. Transform+ Lighting  

         with 32 MB VRAM 

Mac: 64 MB VRAM 

PC:   3D graphics processor with  

         Vertex + Pixel Shader capabilities  

         with 128 MB VRAM 

Mac: 128 MB VRAM 

Memory PC:   512 MB (1 GB for Vista) 

Mac: 1 GB 

PC:   1 GB (2 GB for Vista) 

Mac: 2 GB 

  

 

Modularity, Distribution of Intelligence and Interoperability 

For the modularity, there is a lack of available information to describe how Blizzard is 

handling the bug-fixing, updates, and supporting services. But still, it can be said, that this is 

happening regularly in order to keep the game up-to-date and prevent dysfunctions. Further, 

it is possible and quite popular for the player community of WoW to create their own 

modifications.
10

  

This is tolerated by Blizzard as long as the modifications are just for personal use, not 

commercial and not violating the General Terms of Use (cf. Blizzard-FAQ). The distribution 

of the intelligence in WoW’s system is very centralized. The graphical computing power is 

handled by the player’s PC. But, the complete control and functionality is happening on the 

servers of WoW. 

In terms of interoperability, WoW offers their software as well for PC as for Mac. But, it is 

not possible to play WoW on other devices, like tablets. For smart phones, Blizzard 

developed an application for iPhone, iPod touch and Android. The application is for free and 

called World of Warcraft Mobile Arsenal. It enables the players just to get information about 

their characters and items, to use the auction house and to chat (cf. Battle.net Shop Arsenal). 

 

                                                      
10 One of the biggest community sites for mods is www.curse.com. Players can download useful or entertaining 

modification for WoW there. Popular modifications are for example the “Deadly Boss Mod”, which helps 

players by giving visual hints of upcoming monster attacks. 
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3.1.4.  Value Configuration 

The value configuration is very complex and consists of many aspects where WoW tries to 

differentiate its gameplay and service from other MMORPGs. Of course, the value of each 

MMORPG is the game, content and service, itself in regard of the social aspects of 

multiplayer games. Thus, one of the strongest values of WoW is the huge number of active 

players and the strong brand recognition. 

 

Positioning, User Involvement and Intended Value 

In terms of user involvement WoW focuses not that much on customisable character 

creation. Avatars can only be chosen by a small number of different classes and races. But, 

the integrated possibility for players to decide about how to play the game leads to an open 

world architecture and diverse gameplay experience. A simple and intuitive user interface 

allows players of various skill levels to easily join the game-play. Further, mechanics 

support the game-play of casual players to make the game appealing and accessible to not 

only hard-core gamers.
11

 

The accessibility of WoW is in the beginning very easy, as players can start the game since 

2011 without purchasing the basis game product or paying fees. The demo version which 

allowed beginners to play for free within 14 days of trail is now without time limit. New 

customers can play WoW till they reach level 20 (Bild.de 2011). 

WoW also tries to solve several common complaints on MMOG to position itself better in 

the market.
12 

Further, to solve issues of different perceptions of game-play, players can 

choose different kind of servers to define their game modes. On player-versus-environment 

(PvE) servers, players focus on fighting against monsters while on player-versus-player 

(PvP) servers the players are more open to be attacked by other players. The third option is 

role-playing servers where players are more likely to stay in their character and the chat 

language of players tries to avoid talking about real-life (cf. in-game World of Warcraft).  

In addition, Blizzard offers an integrated community for their consumers to chat with each 

other and contact service support as well as discuss with Blizzard’s game developers all kind 

of issues (cf. Battle.net Community). WoW also offers "Parental Control" for the parents of 

under-aged players. This function enables parents to control the gaming time of their 

children (cf. Battle.net Parental-Control). 

                                                      
11 For example: if you are logged off from the game, your avatar ‘recovers’ and will gain more experience points 

from battles than players who are playing every day several hours (cf. in-game World of Warcraft). 

12 For example: players can claim the loot for himself by first attacking an enemy. This prevents onlookers from 

swooping in and pilfering items from a monster that you brought down (cf. in-game World of Warcraft). 
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In terms of branding, WoW is very present in the media. WoW is also inspiring a kind of 

fan-culture because of the huge community playing WoW.  

There are magazines and documentations just about the WoW universe. Television 

commercials with celebrities like William Shatner and Jean-Claude Van Damme were very 

present over the past few years. In 2012, Blizzard Entertainment started its own series of 

tournaments for WoW (cf. Battle.net Tournaments). Many licenced books and comics are 

published and Blizzard further published already board and card games. Blizzard started to 

plan in cooperation with Legendary Pictures a World of Warcraft movie in 2007 (Ludwig 

2007). 

All in all, WoW is a game which can easily be accessed by new players of MMORPGs and 

is still challenging for so-called hard-core players. The well-designed interface with icons 

visibly framing the actions and the map system with details on places players have visited, 

together with an elaborated 3D design is acknowledged and appreciated by the gaming 

community (cf. GameStar 2013). But still, the impressive number of players involved in the 

game for several years is the most useful value of Blizzard’s WoW. 

 

3.1.5.  Revenue and Payment Model 

The revenue model of World of Warcraft is based on subscription. As previously mentioned 

Blizzard has some other additional revenue incomes from different sources which are all 

described in the section below. All customer relationship is handled by Battle.net which also 

collects the revenue through different possible payment solutions offered to the customers.  

 

Revenue Model 

World of Warcraft is the leader in the subscription-based massively multiplayer online role-

playing game category in terms of both subscriber base and revenues generated through its 

franchise. It is developed, hosted and supported by Blizzard alone (cf. chapter 3.1.1). The 

basis of WoW’s income is by far the revenue from the subscriptions above all other revenue 

streams. Further, WoW generates revenues through various means, including:  

(1) as basis subscriptions (consisting of fees and sales of prepaid subscription cards), (2) 

revenue from value-added services (such as realm transfers, faction changes and other 

character customizations within the World of Warcraft game-play), (3) retail sales of the 

physical “boxed” products and online download sales of virtual copies of the products, (4) 

licensing to third-party or related party companies that distribute WoW products and (5) 

virtual item sales as new experimental revenue stream. 
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(1) Subscriptions 

World of Warcraft’s revenue model is based on subscriptions. In order to play the game, 

customers have to pay a fee. The usual model is based on a monthly fee. With the purchase 

of the game customers get one month of free trial. Monthly subscriptions cost in Europe 

EUR 12.99, a three-month subscription EUR 11.99 per month, and a six-month subscription 

EUR 10.99 per month. If customers choose to buy a Prepaid Game Card for WoW (see 

below) customers can purchase also a two-month subscription for EUR 23.99 (cf. Blizzard 

Shop). This price level is all around the world the same. According to WoW, price 

differences are ‘not based on currency exchange rates but on the economy in the country 

which deems the worth of items’ (Battle.net Forum). 

More than 250.000 players subscribed already at the first day after the release of WoW. 

Since its launch, WoW was constantly growing in subscriber numbers till 2009 pushed by 

the two first expansion packages. With the third package launch of World of Warcraft: 

Cataclysm, in the fourth quarter of 2010, the subscriber base reached a new peak at more 

than 12 million subscribers on 31 December 2010. Since that time, the subscriber base has 

trended downward. On 30 June 2012, only 9.1 million subscribed worldwide at WoW with 

the majority of the decline from the East (where the “East” includes China, Taiwan, and 

Korea, the “West” includes North America, Europe and Latin America). With the release of 

the expansion Mists of Pandaria, the number of subscriptions increased again to about 10 

million (cf. mmogames.com 2013). 

Recently, WoW has seen a massive subscriber decline, with a net loss of 1.3 million 

subscriptions in four months in 2013, or about 14 per cent of the game’s user base. That still 

leaves approximately 8.3 million subscribers, which is record setting but also points to a 

steady decline both in terms of net subscribers and probably the subscription model itself 

(Nunneley 2013). 

Further, this subscription numbers are determining the financial success of WoW and 

Blizzard. Blizzard acknowledges that ‘revenues associated with the World of Warcraft 

franchise accounted for 61 per cent, 90 per cent, and 89 per cent of Blizzard Entertainment's 

net revenues for the years ended 31 December 2012, 2011, and 2010, respectively’ 

(Activision Blizzard Annual Report 2012, 11). The subscription revenue of WoW totalled 

USD 1.2 billion both in 2008 and 2009, and an additional USD 1.36 billion in 2010. 

Corresponding costs (the overhead cost of maintaining WoW's virtual world) totalled a mere 

USD 404 million in the first two years mentioned, and USD 241 million in 2010. This 

means that WoW subscriptions have generated gross margins over 80 per cent consistently 

(Radd 2012). 
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(2) Revenue from value added services 

In addition to its subscriptions, Blizzard offers fee-based services. Therefore, it is possible to 

transfer a character to another realm or account. A character transfer costs EUR 20 and is 

once every three days for each character possible. Another service is the name change of the 

character. Every 30 days, the character's name can be changed for EUR 8. In addition, there 

is now the possibility to carry out a "comprehensive character customization". This includes 

the ability to change the whole appearance and gender of a character, accept the change of 

the class of a character. The character re-customization is per character only once every 30 

days allowed, and costs EUR 15. Since September 2009 further changes can be made. A 

faction change costs EUR 25 and also includes an all-around customization (cf. Battle.net 

Shop). 

 

(3) Retail sales of physical “boxed” products and online sales of virtual copies 

Besides the monthly fee, consumers have first to buy the product in order to play the game 

(after the trial has ended). Each player has to have the basis game and can further purchase 

extension packages and special bundled packages. Further, in retail, collector’s editions are 

available which contains additional WoW products (cf. Amazone.co.uk).  

There are three different products available. Consumers have to buy first World of Warcraft 

Battle Chest for EUR 14.99. It includes the basis game, the first two expansion packages and 

one month of game-time. The third expansion package Cataclysm is now available for EUR 

5. The newest expansion package Mists of Pandaria can be purchased for EUR 34.99. These 

are the prices for the virtual copies of the products available in Blizzard’s online shop. Of 

course, the products have been changed and newly bundled as well as price distinctions have 

been made over the time (cf. Battle.net Shop). Blizzard normally sets the recommended 

physical retail price at the same price level as through their shops. Physical products include 

software CDs, a manual and the code for activation. Collector’s editions include additional 

WoW products like a mouse pad, a making-of DVD, the soundtrack on CD the card game 

and an art book of WoW. After the release of a new extension package, the collector’s 

edition costs up to EUR 90 (cf. Amazon.co.uk). It can be estimated that from launch till 

2013 Blizzard's WoW included the expansion packages have sold much more than 30 

million copies. Presuming EUR 25 for each unit sold (as the core game currently retails at 

EUR 15; expansion packs for as much as EUR 35), it amounts to as much as EUR 750 

million total from retail alone (cf. NPD 2012).
13

 

                                                      
13 The NPD Group rolled up multiple SKUs since its launch to estimate 8.6 million sold copies till 2009 in the 

US (cf. Gamasutra (2) 2009). 
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(4) Licencing to third-party or related party companies 

Licensing revenues are coming from third-party or related companies. On the one hand, 

these are licences which allows for instance to produce, publish and distribute WoW related 

products, like books, comics, or the WoW playing cards. On the other hand, Blizzard has 

licence arrangements to distribute or publish the game in certain regions. Licensees are in 

Russia, China and Taiwan which distribute and host Blizzard’s World of Warcraft game in 

their respective countries under license agreements (cf. Activision Blizzard Annual Report 

2012). These licensees pay Blizzard a royalty to do so.
14

  

 

(5) Virtual item sales 

Blizzard began experimenting with purchasable virtual items a few years ago. In November 

2010, Blizzard tried for the first time to sell two in-game pets priced at USD 10 and USD 25 

(priced at EUR 10 and EUR 20, respectively for Europe).
15

 The USD 25 mount netted WoW 

more than USD 2 million in the first four hours after launching (Gamasutra 2010). There are 

15 different pets available for purchase in the Battle.net shop, each priced at either EUR 10 

or EUR 20. These virtual items have just a cosmetic character and do not help the consumer 

in any kind in the game-play. While purchasing some virtual pets, Blizzard is donating a 

certain percentage to foundations.
16

 At the moment, the purchased virtual pets are all bound 

to the account of the consumer who bought them (cf. Blizzard Shop). Thus, the selling of 

virtual items by Blizzard is not influencing the in-game economy at all. 

 

Country Variations 

The revenue model of WoW is in most countries the same. However, in some countries, 

another revenue model is installed which should be briefly described here: In South Korea, 

there is no software package or key required to activate an account. Players must purchase 

time credits online, available either through billing by actual minutes played or the player 

can pre-pay for five hours, 30 hours, seven days, one month, or three months. In China, the 

CD key is required to create an account and be purchased. Further, players can purchase pre-

paid game cards by 66 hours. A monthly fee model is not available in this region (cf. World 

of Warcraft Billing Guide Korea). 

                                                      
14 More information about country variations and licensees in specific regions, see ‘Country Variations’ below. 

15 As soon as the digital goods have been added to the online Blizzard Store, immediately a high volume of 

orders was placed. As many as 140,000 players have queued to purchase one of the digital pets showing the 

success of WoW’s first attempt to sell virtual goods (Gamasutra 2010). 

16 For instance, if players purchase the virtual pet Pandaren Monk, 50 per cent of the price of EUR 10 is going 

to the Make-A-Wish Foundation (cf. Blizzard Shop). 



Chapter 3: Findings of the Three In-depth Case Studies 

 

56 

 

The reason for differences in other countries is on the one hand different customer 

behaviour, as in most Asian countries a large number of players does not own a PC 

(McCurley 2011). On the other hand, governmental regulations are interfering. Blizzard is 

not even allowed to publish WoW themselves in certain countries like China (BBC News 

2005). Third-party licensees are in Russia, China and Taiwan which distribute and host 

Blizzard’s World of Warcraft under license agreements, for which they pay Blizzard a 

royalty (cf. Activision Blizzard Annual Report 2012). These licence agreements are not only 

influencing the revenue model but also in some cases the content and service of WoW.
 17

 

 

Payment Model 

World of Warcraft offers a wide range of payment options for the customers through the 

platform Battle.net. There are differences depending on the region of the consumer. Blizzard 

has deals with many different payment solution providers. Besides direct payment of 

purchased goods and services, the players can add funds to their Battle.net balance (cf. 

Battle.net Support). Blizzard accepts a wide variety of payment methods which work for 

customers in any supported country. However, certain countries have additional payment 

methods as detailed below. The following payment methods are the most popular and are 

giving an overview of the wide range of payment options:  

(1) credit cards, (2) third-party payment provider PayPal, (3) other regional solutions and (4) 

the Pre-paid Game Cards. 

 

(1) Credit and debit cards 

For World of Warcraft payments, all major credit cards like Visa, Visa Electron, MasterCard, 

American Express, and JCB can be used. Also, local credit cards, like Carte Bleue and Delta 

can be used to purchase any of WoW games, subscriptions, products, or services. Maestro 

cannot be used for purchases through the Blizzard Online Store, though it can be used to 

make purchases through Battle.net, such as subscriptions, character and guild services, and 

digital game purchases. However, payments with Maestro are only available in the UK. 

Some examples of other usable credit and debit cards are Discover and Solo. Consumers can 

attach their credit card number to their Battle.net account and set a billing address. The card 

will be charged for transactions on Battle.net’s payment pages (cf. Battle.net Support). 

                                                      
17 For example: The Chinese government and NetEase, the licensee for WoW in China, have imposed a 

modification on the version of the game. On bare-boned skeletons flesh is posed on and dead character 

corpses are transformed into tidy graves. These changes were imposed by the Chinese government in an 

attempt to ‘promote a healthy and harmonious online game environment’ (News Agency 2007). 
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(2) PayPal 

PayPal is a popular solution for online payments. This third-party payment provider can be 

used to pay for a variety of digital goods and services, such as digital WoW products and 

services through Battle.net. The consumer needs a credit card associated to PayPal. The 

PayPal payment option is not available for use in Blizzard's online store to purchase virtual 

items (cf. Battle.net Support). The syncing of PayPal with Battle.net is currently not 

supported for Georgia, Kazakhstan, Republic Of Moldova and Ukraine, among others (cf. 

Battle.net Support PayPal FAQ). 

 

(3) Other regional online payment solutions 

Direct Debit is an automated payment method that charges the consumer’s bank account. It 

is available in Germany, Austria, The Netherlands and Spain. Players from Germany can 

also choose the T-Online Payment which allows customers to pay via their telephone bill. 

Just available in Germany is Giropay and ELV. Giropay and ELV are using the same 

environment as the consumer’s online banking site (cf. Battle.net Shop). In Russia players 

can choose the payment methods WebMoney and QIWI. WebMoney is an online payment 

system that provides transactions and QIWI charges directly registered credit cards or 

through a mobile phone account (cf. Battle.net Shop). Another option is DineroMail which 

allows anyone with an e-mail to open an account, deposit money, make and receive 

payments. Currently, DineroMail is only available in Argentina, Chile, Brazil and Mexico to 

purchase selected WoW products (cf. Battle.net DineroMail). Since June 2013, players in 

Malaysia, Singapore, Thailand and The Philippines can purchase through MOL Points, a 

virtual currency. The MOL Points system allows gamers to purchase points and pay via 

680,000 physical, online and mobile channels in 80 countries (Digital News Asia 2013). 

 

(4) Pre-paid Game Cards 

Pre-paid Game Cards can be used to add game time to a WoW account. These Game Cards 

can be bought not only online as a code but also in retail stores. After purchasing a Pre-paid 

Game Card, this time is added to the account through a verification key (cf. Battle.net 

Shop). The Game Card will be preferred for the next payment through the consumer’s 

account.
18

 Pre-paid Game Cards are offered in two ways: 60 Day Pre-paid Game Cards, 

which can be purchased from retail stores or Digital Game Time code available in 30, 90, or 

180 day increments (cf. Battle.net Shop). 

                                                      
18 For example: Adding a Pre-Paid Game Card to an account with an existing credit card subscription will push 

back but not remove the next credit card payment date. 
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3.2.  Case Two: Aion under Strong Market Pressure 

3.2.1. About the Game and its Development 

Aion is a free-to-play fantasy massively multiplayer online role-playing game, which has 

been published in South Korea, China, Europe, Brazil and the US. The game was developed 

by NCsoft, a major Korean game developer and has different publishers depending on the 

region (Collison 2012). Besides third-party publishers in China, Russia and Brazil, 

Gameforge is in charge for the European market (cf. MMOSite.com (2) 2009) and will be, 

representatively for all third-party publishers, analysed more closely. Players can wander 

around the persistent world and fight against other players or monsters. The idea behind the 

game is to complete quests, fight and socialize to get new skills. A special feature is the fact 

that the player has the opportunity to experience free flight (cf. in-game Aion). 

After downloading the game, players create their characters. Players can have up to eight 

characters depending on their account. Two different factions are available on each server to 

choose from. Main component of the game is the so-called player-versus-player-versus-

environment system (PvPvE), which allows the player to fight monsters or the opposing 

nation as well as a computerized race. Once players have chosen their race there are four 

basic classes that offer two specializations at a certain level. Aion’s revenue model is based 

on micro-payments in the item shop. The expectations after the first release in 2008 and 

2009 of Aion were very high, as to be the next WoW. But, very soon it became clear, that 

Aion could not hold up to this expectations (Sonntag 2012). 

 

Figure 3.3 -  Screenshot of game-play in Aion (Source: Fettspielen.de) 
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The Downfall of a Promising New Massively Multiplayer Online Role-playing Game 

Aion was first announced and previewed in 2006. The Korean beta-test began in late 2007. 

Aion was then published in December 2008 in Korea and China. The game was later 

localized for Western markets, including North America, Europe, and Australia. The release 

date of Aion for Europe, the US and Brazil was September 2009 (cf. MMOSite.com (2) 

2009). 

At this point, Aion had already more than 3.5 million subscribers in Asia as of 20 May 2009 

(Kokeytechnology.com (1) 2010). Aion's first major expansion pack was released to North 

America and Europe in 2010 under the name Aion: Assault on Balaurea. In 2012, NCsoft 

launched the second expansion pack Aion: Ascension, which contains the Aion 3.0 content 

update with which Aion became free-to-play, everywhere (Townsley 2012). The operation of 

the European version of NCsoft was transferred to Gameforge at this point (Gameforge 

Press Release 2012). The game is since 29 February 2012 free-to-play also in Europe and it 

is financed through micro-payments in an item shop, with a limited set of options regarding 

gathering, trade and chat (cf. Aion FAQ), while North America’s free-to-play version 

launched with no such restrictions (Townsley 2012). 

Given the success of NCsoft's previous games, Lineage and Lineage II, Aion had been a 

highly anticipated game in South Korea ever since its announcement. As a very similar 

MMORPG as World of Warcraft with similar game-play but new ideas, the media and 

industry insiders predicted Aion to be the new leader on the market short after the launch 

(Sonntag 2012). And the beginnings looked very good. Aion was the biggest MMOG release 

in recent years according to NCsoft, with 400,000 pre-orders in the US. The game generated 

USD 40.6 million in the first quarter in Asia (Leigh 2009). In China, over 1 million players 

logged in within the first four days of the release (Rossignol 2009). On its western release, 

Aion became the best-selling PC game of September 2009. By November 2009, the game 

had sold nearly one million copies in the West, with 500,000 units sold in the US and 

470,000 units in Europe. The success of Aion resulted in NCsoft's quarterly revenues to rise 

112 per cent to a total of USD 142 million (Gibson 2009). 

Aion started as a subscription-based game with an initial purchase of the software but after 

the initial growth of players the number of subscribers soon stagnated rapidly. Aion was not 

able to fulfil the high expectations and the initial investment was in danger. The change of 

the game into free-to-play in 2012 could be considered as attempt to save the game from 

closing down. Since then, the number of subscribers has been increasing again and 

Gameforge announced to publish further language versions of Aion in 2013, namely 

Spanish, Italian and Polish (Gameforge Press Release, 2012). 



Chapter 3: Findings of the Three In-depth Case Studies 

 

60 

 

3.2.2.  Value Network 

Figure 3.4 -  The value network of NCsoft’s Aion (cf. Alves & Roque 2005) 

 

 

The value network of Aion varies from the previous model of World of Warcraft. Their 

model is emerging with a different perspective on buying and selling virtual items. Aion’s 

revenue model is based on selling own currency for use in a virtual in-game economy 

(Townsley 2012). Figure 3.4 shows a stylized overview representing the service reaching the 

consumers. Again, the consumer has to have access to the Internet via a network operator in 

order to play and download the game. NCsoft handles the complete content creation. Instead 

of having the customers pay for the software of the game, it can be simply downloaded. 

Retailers are not involved (cf. Aion Website). However, the content and service distribution 

as well as the virtual in-game economy are handled on the one hand by NCsoft itself or 

respectively by NCsoft’s subsidiaries and on the other hand by license partners in charge for 

certain areas, including Gameforge in Europe, Innova in Russia, Shanda in China and Level 

Up in Brazil (cf. MMOSite.com (2) 2009) which is not illustrated above.
19

 Under the 

                                                      
19 For further analysis of Aion, Gameforge will be exemplary discussed for all third-party publishers of Aion. 

Still, there are certain differences between Gameforge and other publishers but this will here not be 

concerned. 
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umbrella of NCsoft, the gaming platform PlayNC is directly in charge for the content and 

service distribution. PlayNC also handles the account and payment management of Aion as 

well as all customer support. NCsoft further installed the platform Black Cloud Marketplace 

and the service C.U.B.E. as store for all purchases available in Aion (Guthrie 2012). NCoin 

is the virtual currency that can be used to purchase digital items, services, or access to other 

specific forms of content. The purchase of NCoin is made with real-world currency, and 

only NCoin can be used to purchase items from the Black Cloud Marketplace and C.U.B.E., 

NCsoft’s web store systems for Aion (cf. Aion 4.0).
20

 Gameforge has an integrated platform, 

the gaming portal Gameforge.com. Gameforge.com takes over PlayNC’s tasks for Aion in 

Europe. The store for all in-game items and services is integrated in Gameforge.com and 

uses the virtual currency Aion Coins (cf. Aion Shop Gameforge). 

  

Combination of Assets, Vertical Integration and Customer Ownership 

The assets of NCsoft as game producer are very similar to Blizzard: The staff for the content 

creation, the technological infrastructure, trade mark, franchises, etc. In order to guarantee 

high quality standards of Aion’s graphics, NCsoft licenced CryEngine as game engine (cf. 

MMOSite.com (1) 2009).
21

  

Besides that, the importance for NCsoft lies very clearly within the content production. As 

the trade with content, the virtual items, is the basis for the revenue of the game, the content 

production becomes an even more significant asset. Further, Aion is distributed in certain 

areas through third-party operators, like Gameforge in Europe. Thus, assets in licences and 

distribution agreements become essential. However, in most areas NCsoft is in charge for all 

parts of the value network. Therefore, strong vertical integration can be presumed. Further, 

the customer ownership can either lie with NCsoft or the licensees. In some regions, the 

customer accounts and the payments are handled by licensees, like Gameforge. In this case 

the customer ownership is not lying at NCsoft. There is no direct payment relationship 

between NCsoft and the customer. Instead, the licence partners have to pay according to the 

licence arrangements NCsoft a royalty. Thus, there is just the indirect payment through the 

third-party distributor. While in areas where PlayNC accounts are necessary, NCsoft still has 

the hand on the costumer ownership. But still, the branding of Aion is very present and the 

relationship to NCsoft still tangible. 

                                                      
20 The function of the Black Cloud Marketplace and C.U.B.E. will be discussed within the revenue model and 

the currency NCoin within the payment model in chapter 3.2.5. 

21 CryEngine, designed by the German game developer Crytek and launched in 2004, is characterized by high 

graphic qualities. Especially graphics of water and long-distance views are in high quality with CryEngine. 
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3.2.3.  Functional Architecture 

In order to play Aion, on the one hand the consumer has to fulfil certain technical criteria, 

displayed in table 3.2, and on the other hand the server infrastructure needs to be provided. 

With NCsoft as distributor, it is in their responsibility or the third-party provider has to fulfil 

the requirements. Again, the servers are the core of a MMORPG in order to provide a 

consistent virtual world where thousands of players can be online at the same time.     

 

Table 3.2 -  System requirements to play Aion (Source: Amazon.de) 

Operating System:          Windows XP (Service Pack 2), Vista, Windows 7 

Hard Drive Space:           30 GB 

 Minimum Recommended 

CPU Intel Pentium4 2.8Ghz / 

AMD Sempron 2800 

Intel Pentium Dual-Core / 

AMD Athlon64 X2 or higher 

Graphics 

Hardware 

NVIDIA GeForce 6600/ 

AMD Radeon X1550 

NVIDA GeForce 7600 / 

AMD Radeon X2600 or higher 

Memory Min 1GB Max 16 GB 

 

Modularity, Distribution of Intelligence and Interoperability 

The aspects of modularity, distribution of intelligence and interoperability can be compared 

to the previous case of World of Warcraft (cf. chapter 3.1.3.). Regular updates, bug-fixing, 

etc. are made in order to keep the game running. NCsoft allows no modification from the 

player community (cf. Aion Terms). The graphical computing power is handled by the 

player’s PC but the complete control and functionality lies on the servers provided by 

NCsoft or third-party licensees.  

In terms of interoperability, Aion is just for PC and Windows Microsoft operating systems 

applicable. There are no applications for smart phones, tablets or any other device or 

platform available. 

 

3.2.4.  Value Configuration 

There are many aspects that have to be considered for the value configuration. As a quite 

young MMORPG Aion had to position in the market while other MMORPGs like World of 

Warcraft and RuneScape already had a huge player base. Aion’s most valued features are of 

course the number of players but also the game content itself. Aion managed to be attractive 

to gamers mostly through Asian looks and the inclusion of flying as distinctive game-play 

feature (cf. in-game Aion). 
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Positioning, User Involvement and Intended Value 

Aion’s Asian look and game-play position the game in the market. As a fantasy game, its 

consistent world is very colourful and persuades also through graphics. NCsoft has licensed 

the CryEngine to achieve the highest possible image quality, which differs from other 

MMORPGs. The ability to fly is one of the most distinctive features of the game-play. 

NCsoft cares a lot for constant new updates and new content to keep the game interesting for 

long-time customers and new players (Kokeytechnology.com (2) 2010). 

Players are involved as they are able to customize their avatar with many different features, 

from face expressions to hairstyle and clothes. The servers offer the player the player-

versus-player-versus-environment system (PvPvE). NCsoft and Gameforge offer integrated 

communities and forums for players to interact with each other and the publishers. Further, 

interaction between the players is integrated in the game, as chat-options, trading and PvP 

fighting is possible (cf. Aion Game Guide). At this point, the European publisher Gameforge 

distinguishes between a free account and a premium account. Free-to-play users in Europe 

cannot use the auction house or trade or even pass objects to other players. In addition, the 

so-called World Chat is restricted for free-to-play customers in Europe (cf. Aion Free-to-

Play-Modell). The consequence for European players is that the group-playing dynamics 

suffer from these restrictions. 

Taking these basics, Aion offers variety and is quite different from other MMORPGs. So-

called hard-core players are able to find the game challenging as well as beginners can start 

to play because of short tutorials to explain beginners the basic rules, control elements and 

menu handling (cf. in-game Aion). 

 

3.2.5.  Revenue and Payment Model 

The basic revenue model of Aion is free-to-play with virtual item sales. Aion players can 

also choose to purchase a premium account with additional features for the game in Europe. 

It is necessary to stress out that NCsoft launched Aion based on a monthly-subscription 

model with initiated purchase of the product. The change into a free-to-play model was 

because of massive struggles of low income and low subscriber numbers.  

Answering in a producer interview (see interview video: Aion Truly-free online 2009) the 

question why NCsoft converted Aion into a free model, Adam Christensen, NCsoft 

developer, answered: ‘It was a direct response to player’s feedback, as it was hard to level 

and to group [in Aion]. With the Truly-Free model Aion recognized that players are content 

and Aion needed more players.’ Therefore, NCsoft’s change in the revenue model was an 

attempt to save the game from losing players and gain a wider player-base. 
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Revenue Model 

Aion’s revenue is now based on micro-payments after it was originally following the same 

model as World of Warcraft with subscriptions and initial product purchase (cf. chapter 

3.1.5). The free-to-play model is based on the following revenue streams:  

(1) micro-payments from virtual item sales (through virtual currency), (2) revenue from 

value-added services (realm transfers), (3) licencing to third-party operators like Gameforge 

and (4) monthly paid premium accounts in Europe through Gameforge. 

 

(1) Micro-payments from virtual item sales 

The base for income of Aion is the sales of virtual items. NCsoft therefore uses its Black 

Cloud Marketplace, C.U.B.E. and the in-game currency NCoin (cf. Aion NCoin). Virtual 

items can only be bought through previous purchase of the in-game currency NCoin, which 

will be discussed in the payment model of Aion (see below). 

In the Black Cloud Marketplace are more than 600 items, like boosts, supply, pets and 

mounts or housing items. NCsoft understands customizations of player’s characters, 

cosmetic changes, name changes, etc. as items and not as services (cf. World of Warcraft 

accounts name changes and other customization as account services). Besides the single 

items Black Cloud Boxes can also be purchased. These boxes are bundles of selected items 

for a reduced price. Items start for the price of just one NCoin, like for example a small 

virtual firecracker and can cost up to more than 4,000 NCoins for example to purchase a 

mount which the player’s character can ride in the game. Each item has different 

characterizations. Some are usable once, some are tradable with other players, and some are 

stackable or even sellable to non-player-characters or the official in-game warehouse. Thus, 

besides the micropayments to the Black Cloud Marketplace of NCsoft a virtual in-game 

economy is generated (cf. Aion Shop NCsoft). The C.U.B.E. is a service of NCsoft to bundle 

the items of the Black Cloud Marketplace customized instead of buying the predetermined 

Black Cloud Boxes bundles. There are three different C.U.B.E.-sizes players can purchase. 

The small size for 400 NCoins, the medium sized for 1,200 NCoins and the large size for 

3,600 NCoins. Customers can choose one size, fill it up with selected items and then get the 

discount benefits of purchasing a bundle. Further, there are bonus items and special rewards 

if players choose to purchase a C.U.B.E. (cf. Aion C.U.B.E.). For third-party licensees the 

micro-payments for virtual item sales, the prices and the products can differ. Taking the 

example of Gameforge, the publisher of Aion in Europe, the virtual item store is integrated 

in Gameforge.com and the in-game currency is Aion Coins. There are just about 300 virtual 

items available for players. These virtual items can like in the Black Cloud Marketplace just 
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be bought after previous purchasing of the in-game currency. Characteristics of these items 

are the same as in NCsoft’s online store. Although, as the currency exchange rate differs 

from NCoin, prices go just up to about 700 Aion Coins. Bundled products are also available 

but no C.U.B.E. service (cf. Aion Shop NCsoft). 

Even though, Aion’s revenue model changed from subscription based to free-to-play, Aion is 

still making up most of the overall revenue besides other popular games of NCsoft, like 

Lineage and Guild Wars. In NCsoft’s last quarterly financial report, Aion made up more than 

16 per cent of NCsoft’s total revenue. This corresponds to KRW 28,284 million or 

approximately EUR 20 million. In the first year of the free-to-play model, 2012, Aion earned 

approximately EUR 123 million for NCsoft.
22

 Since its release in 2008 till 2013 generated 

Aion accumulated more than EUR 685 million for NCsoft (cf. NCsoft Earning Releases).  

 

(2) Value-added services 

The Black Cloud Marketplace differs between items and account services, like character 

customizations, character and legion name changes and gender changes. There is a separate 

section on PlayNC from the Marketplace for these services. Players can also find these 

services in the Marketplace and can purchase them as items similar to all other virtual items 

(cf. Aion Shop NCsoft). The exception which cannot be purchased as a virtual item is the 

character transfer to another server. This service has to be bought directly without involving 

the in-game currency. The possibility to transfer a character was introduced by NCsoft in 

2012. Since then, players can purchase a character transfer for Aion for the price of USD 

24.99 (Mason 2012). This service is so far not available in Europe for Gameforge customers.  

 

(3)  Premium account service in Europe (freemium model) 

Players from Europe can upgrade their account into premium through Gameforge.com. As 

this only applies for Europe and not for any other region, this shall be just briefly described 

here.
23

 Free-to-play customers of Gameforge.com are restricted from functions of the game 

like trade, chat, auction house and others (cf. Aion Free-to-Play-Modell). The so-called 

Aion-Club membership enables these functions and provides further benefits like experience 

points, additional items and complementary Aion Coins. Players can decide to become a 

member for 30, 90 or 360 days for EUR 9.99, EUR 24.99 or respectively EUR 89.99. These 

options are available for direct payment. Further, the 30 days premium account, the so-

called Gold Package, can be purchased as virtual item for 99 Aion Coins (cf. Aion Club). 

                                                      
22 This revenue is mostly generated through virtual item sales as royalties are not included in this numbers. 

23 Further, the freemium model is going to be discussed more closely in chapter 3.3.5. 
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(4) Licencing to third-party operators 

Licensing revenues are coming from third-party or related companies. This revenue streams 

are mostly coming from licensees who are in charge of publishing and distribution of Aion 

in specific regions. As mentioned above, Aion is licenced to Gameforge in Europe, to Innova 

in Russia, to Shanda in China and to Level Up in Brazil. 

 

Country Variations 

As NCsoft has many licence partners to publish and distribute Aion in different regions, 

there were after the release also differences in the according revenue models. But, after the 

remodelling of the game into free-to-play, Aion is now free-to-play everywhere. The only 

variation can be found in the European market with Gameforge’s freemium version of Aion.  

 

Payment Model 

The payment model of Aion can be differentiated into two distinctive routes. On the one 

hand, consumers have to purchase first virtual currencies in exchange for real-world 

currencies, which is handled like a top-up to a balance of consumer’s Aion accounts, and on 

the other hand, consumers can purchase certain services directly. However, for both 

purchase routes, there are the same payment methods available to some extent dependent on 

the region the player is from. 

NCsoft installed in the US NCoins as virtual currency for Aion. The NCoin can be used to 

purchase digital items, services, or access to other specific forms of content. The purchase of 

NCoins is made with real-world money, and only NCoin can be used to purchase items from 

the Black Cloud Marketplace and C.U.B.E. Players can choose to buy 400, 800, 1,600, 

4,000 or 8,000 NCoins at once for the price of USD 5, USD 10, USD 20, USD 50 or USD 

100 accordingly (cf. Aion Shop NCsoft). Gameforge uses Aion Coins in Europe as virtual 

currency. The player can purchase Aion Coins through the platform Gameforge.com. 

Customers can either purchase 40 Aion Coins for EUR 4.99, 100 for EUR 9.99, 400 for 

EUR 24.99, a thousand for EUR 49.99 or 2,500 for EUR 99.99 (cf. Aion Shop Gameforge). 

Consumers can choose the following methods to purchase virtual items or services in Aion: 

(1) credit cards, (2) PayPal and (3) BilltoMobile. Gameforge’s payment solutions are much 

more divers preferring credit cards and PayPal but also offering (4) payment services via 

telephone or mobile phone and (5) other supplementing online payment services. Gameforge 

offers further interesting possibilities to earn Aion Coins for free through (6) third-party 

sponsorships. Both publishers however, offer (7) Game Cards to be purchased at retailers. 
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(1) Credit cards 

NCsoft as well as Gameforge are accepting the most well-established credit cards like Visa 

and MasterCard. The customers can simply add their credit card information to their account 

to further debit their balance at their credit institute.  As ‘preferred’ payment method for 

Gameforge customers are getting for each purchase a certain amount of Aion Coins for free 

(cf. Aion Shop Gameforge / NCsoft). 

 

(2) PayPal 

The consumer needs simply a PayPal account which can be registered by a credit card 

associated to PayPal in order to use this payment method. Gameforge ‘prefers’ this payment 

option as well awarding the consumer with additional Aion Coins (cf. Aion Shop 

Gameforge). 

 

(3) BilltoMobile 

BilltoMobile is an option for PlayNC in the US. The purchase is made by entering a mobile 

number into the Aion account. While purchasing via BilltoMobile, the customers receives a 

PIN on the associated mobile device which afterwards has to be added in the purchasing 

process of the online store. The price of the purchase is taken from the customer’s mobile 

bill (cf. Aion Shop NCsoft). 

 

(4) Daopay and Mopay  

Gameforge customers can also choose to pay through their telephone or mobile phone. If 

players decide to pay through a telephone call, their options are 15, 100 or 500 Aion Coins 

for respectively EUR 2.60, EUR 6 or EUR 16 and through a mobile telephone call, their 

options are 8, 30 or 100 Coins for EUR 2.30, EUR 6 or EUR 16. The payment operator is 

Daopay. After the order in the Gameforge store, the customer gets a generated code and has 

to dial a phone number. The call costs the amount of the ordered purchase.  

Mopay allows SMS payment buying 20 or 80 Coins for EUR 4.50 or EUR 12 (cf. Aion Shop 

Gameforge). 

 

(5) Other online payment services 

Gameforge further offers different payment solutions for many European countries, for 

example Skrill Moneybookers, ClickandBuy and Ukash, direct debiting systems in 

Germany, CarteBlue in France and iDEAL for The Netherlands (cf. Aion Shop Gameforge). 
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(6) SponsorPay and SuperRewards 

Through the so-called SponsorPay option of Gameforge, players can also earn Aion Coins. 

There are offers from third-party companies which players can choose to get Aion Coins for 

free. For instance, if players choose to fill in a survey from a third-party operator they can 

earn up to 10 Coins. Shopping offers from third-party operators can bring up to 40 Aion 

Coins. SuperRewards is based on the same system (cf. Aion Shop Gameforge). 

 

(7) Game Cards and Coupons purchasable from selected retailers 

In Europe, players can purchase Aion Coupons through Amazon. These coupons are 

available for EUR 10, EUR 25 or EUR 50 and contain a key which can be used to purchase 

Aion Coins at Gameforge.com. NCsoft in the US however, is working together with the 

retailer GameStop. Customers can purchase a USD 25 NCoin Card to buy 2,000 NCoin with 

additional USD 20 of in-game items for free and a bonus package of enchantment stones to 

be used in Aion (cf. Aion at GameStop). 

 

3.3.  Case Three: RuneScape as Unknown Giant 

3.3.1. About the Game and its Development  

RuneScape is a massively multiplayer online role-playing game, set in a medieval fantasy 

world. The former advertisement-based free game follows the business model of a freemium 

membership. It is available free of charge, but parts of the game world, most adventures, 

some skills and an ad-free gaming environment remain for paying members. It was released 

in 2001 by Andrew and Paul Gower, and was developed and published by Jagex Games 

Studio (“Jagex”).
24

 It is a graphical browser game implemented on the client-side in Java. 

Over 200 million accounts have been created since launch (Griffiths 2012).
25

 RuneScape’s 

game-play takes place in the world of Gielinor, a medieval fantasy realm divided into 

different kingdoms. RuneScape is presented in an open environment in a player-versus-

player-versus-environment system (PvPvE), where players can fight against monsters or 

players in duel arenas after creating a customisable avatar (cf. in-game RuneScape). The 

goal of the game is to complete quests and increase experience. Players can also earn virtual 

money to purchase virtual objects which are tradable in shops or with other players. Besides 

trading, players interact through chatting in many activities (cf. RuneScape.com Website). 

                                                      
24 Jagex Games Studio was actually formed to manage the game RuneScape. It is UK’s largest independent 

developer and publisher of online games and best known for RuneScape (Reahard 2010). 

25 RuneScape is recognized by the Guinness World Records as largest free MMORPG (Saltzman 2012). 
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Figure 3.5 -  Screenshot of game-play in RuneScape (Source: Crawley 2012) 

 

 

 From Free-to-Play to Freemium  

After its release in 2001, RuneScape grew dramatically. In the first year over a million free 

accounts had been registered. The game’s original revenue model was based on in-game 

advertisements and was completely free.  

However, soon Jagex created a freemium version of the game with extra features, to support 

hosting costs and continuously development. Mark Gerhard, CEO of Jagex, stated in an 

interview in Forbes, the dot-com bubble
26

 and market development in 2001 left the game 

struggling in 2001. There were fewer advertisers willing or able to sign with Jagex 

(Gaudioso 2013). Therefore, the freemium version of the game was achieved on 27 February 

2002 with the release of RuneScape 2. It gained 5,000 subscribers in the first week making it 

one of the largest Java based pay-to-play games in the world at that time. In 2004, a 

graphically enhanced version of the game was developed and in 2008 RuneScape HD was 

introduced (Lovell 2010).  

Jagex has servers for different regions and introduced in 2007 a German translation of 

RuneScape, followed by a French translation in 2008, a Brazilian Portuguese in 2009 and a 

Latin American Spanish translation in 2013. Further, translations of RuneScape for the 

Asian and Eastern European markets are planned. But of course, as a browser game there are 

no regional restrictions (Gamasutra.com 2010). The third iteration of the game, RuneScape 

3, is in its beta-test phase and is supposed to be released in summer 2013 promising new 

content and a complete new game engine supported by HTML5 for a much higher quality in 

                                                      
26 For more details about the dot-com bubble see chapter 1.1.2.  
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graphics and interoperability (Shankland 2013). 

In terms of subscriber numbers RuneScape reached its peak at the end of 2007 before the 

introduction of RuneScape HD with over 1.2 million paying subscribers placing it behind 

World of Warcraft and Aion. Since then, the number of paying subscribers has fallen to well 

below one million.  

Overall, there have been more than 200 million accounts created since launch and game 

analysts believe that in 2013two million gamers are actively engaged and 20 million players 

are casual. Further, in 2012, micro-payments have been introduced to broaden the revenue 

income for RuneScape. It was estimated that active players are spending approximately 

USD 7.60 per month on the fantasy online game (Gaudioso 2013).  

This demonstrates impressively the popularity of RuneScape as a free accessible game and 

the possibility of an independent game developer without big publishers like Sony, EA or 

Blizzard and a small budget to be able to launch a successful MMORPG with millions of 

players. 

 

3.3.2.  Value Network 

Figure 3.6 -  The value network of Jagex’s RuneScape (cf. Alves & Roque 2005) 
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Figure 3.6 gives an overview of the value network of RuneScape. It represents stylized how 

the service reaches the consumer showing the most relevant roles within the network. Again, 

as an Internet browser is needed the consumer has to pay a mobile network operator for 

access. Jagex is responsible for the content creation, content and service distribution through 

the portal of RuneScape.com. Also the game support is done through Jagex with for instance 

the installed RuneScape “Wiki” and many other customer services (cf. RuneScape.com 

Website). 

The consumer can, after downloading the plug-in and creating an account at 

RuneScape.com, start playing the free-to-play version. Advertisement is shown in banners in 

the browser while playing. The advertisers pay Jagex to include their advertisements. In 

order to play without the advertisement, the consumer can purchase a premium account. 

Further, players can purchase the in-game currency from Jagex. This currency can be used to 

buy items for characters. Another micro-transaction can be done by paying for the use of an 

in-game feature called the Squeal of Fortune (cf. RuneScape Wiki - Free to play).  

 

Combination of Assets, Vertical Integration and Customer Ownership 

Jagex has over 550 employees who provide content development, employee management, 

and customer support in house. As crucial assets of Jagex’s RuneScape can be seen besides 

property and financial assets, the content creation secured through their employees (cf. 

Jagex.com Staff). Further, Jagex is mostly responsible for the distribution of the game 

through their RuneScape website. Besides its distribution channels, Jagex also licensed 

RuneScape to gaming portals and signed distribution agreements with for example Zapak, 

which launched the game in India 2009 (Gameguru.in 2009). Jagex licenced RuneScape to 

Bigpoint Games in France and Germany in 2010 and WildTangent which handled the launch 

of RuneScape in the US in 2006 (Gamasutra.com 2010; Wildtangent.com 2008). Nowadays, 

Bigpoint and WildTangent are not offering RuneScape on their platforms anymore. Still, 

licences are crucial assets to the game. The licence partners are further responsible for some 

parts of the value network. For instance, Jagex signed an exclusive marketing and 

distribution contract with WildTangent Games, which granted WildTangent the right to 

handle advertising in and around RuneScape in the US (Wildtangent.com 2008). 

Through the organization of RuneScape partially involving third-party publishers for certain 

regions, Jagex disintegrated certain assets and parts of the value network. Still, Jagex has 

mostly complete control over all crucial assets. Customer ownership is given as customer 

support and forums are mainly integrated and organized by Jagex to generate value 

(Griffiths 2012). In its 2008 profile of RuneScape's IP, Develop (Develop 2008) concluded: 
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‘In addition to being one of the most profitable, Jagex is also the UK’s largest independent 

developer by staff level, and one of the biggest employers. Its commercial model should 

make it a poster boy for the disintermediation of publishers and the “direct to consumer” 

distributions channel in which so many developers place their hopes.’ 

 

3.3.3.  Functional Architecture 

Again, the consumer has to take care of certain technological requirements in order to play. 

RuneScape’s platform is the browser installed on the consumer’s PC. Of course, the player 

is in need for the input and output devices.
27

 Table 3.3 gives an overview of the requirements 

from the RuneScape developers (cf. Runescape.com Minimum Specs). As RuneScape is a 

browser-game, the requirements are not very high but still necessary to exploit the full 

graphical and operational capabilities of the game. Jagex provides the servers on which the 

game can be accessed and played.
 28 

 

Table 3.3 -  System requirements of RuneScape (Source: Runescape.com Specs) 

All Operating Systems accept:  Microsoft Windows 95/98/ME, Mac OSX 10.4/10.5 

Most Internet Browsers:            Internet Explorer, Mozilla Firefox, Chrome, Safari 

Plug-ins:                                       Java Runtime Environment – Minimum 1.6, update 10 

Hard Drive Space:                      Max 16 GB  - Memory: 512 MB RAM 

 Minimum Recommended 

CPU Most Intel Pentium /  

AMD processors around 1.6GHz 

Intel i3, i5, i7 /  

AMD Athlon X2 or better 

Graphics 

Hardware 

Intel HD series, GeForce 4,  

ATI 9xxxx 

ATI Radeon HD / NVidia GeForce 

 

As of November 2011, there were 139 English RuneScape servers located in the UK, the 

US, Canada, The Netherlands, Australia, Sweden, Finland, Belgium, Ireland, Norway, 

Denmark, New Zealand, Mexico, France, Lithuania, and India. Additionally, there are two 

RuneScape servers for the French, five for the German, and six servers with Brazilian 

Portuguese translation. Further, there are three servers for RuneScape Classic and 60 servers 

for the RuneScape version from 2007. Servers are moved or added regularly as they are 

needed. Each RuneScape server allows up to 2,000 players to log in simultaneously and has 

a capacity of more than 270,000 players per server. The servers are divided into free servers 

and servers which are reserved for paying members (cf. RuneScape Wiki – Server). 

 

                                                      
27 For MMORPG components and technological infrastructure, see chapter 2.2. 

28 The RuneScape servers are numbered and referred to as “worlds” by players and by Jagex. 
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Modularity, Distribution of Intelligence and Interoperability 

Jagex’s RuneScape is compared to PC-based MMORPGs much easier in modularity and 

interoperability, because it is played through a browser. Thus, it can be played with almost 

every operating system and browser available (cf. RuneScape.com - Supported Browsers). 

RuneScape does not currently offer support towards Linux OS. As it is Java-based, the 

customer needs to download the Java plug-in (cf. RuneScape.com Minimum Specs).  

On 30 August 2012, CEO Gerhard announced that an HTML5 version of RuneScape was in 

development. The new version, RuneScape 3, will utilise WebGL, include a fully 

customisable user interface and improved audio. This will allow the game to be played on 

‘tablets, platforms and even smart TVs’ (Thursten 2013). RuneScape 3 is scheduled for 

release in July 2013 (Simon 2013). The current version of RuneScape is still very easy to 

module. Jagex regularly brings out new updates including bug-fixing, graphic 

improvements, new quests and mini-games.  

RuneScape uses a graphics engine called RuneTek 5, which provides support for multiple 

graphics platforms like on digital game consoles (Thursten 2013). However, at the moment 

RuneScape can just be played within the customer’s browser and there are no applications 

for other devices available. 

 

3.3.4.  Value Configuration 

RuneScape is already for more than ten years available and has a huge player base. It is a 

very popular game setting of a medieval fantasy world. It is very easy accessible through 

every browser and the free-to-play model attracted right from the beginning millions of 

customers. 

    

Positioning, User Involvement and Intended Value 

Unlike many other MMORPGs, characters in RuneScape are always human but players can 

choose between characterizations. RuneScape features independent mini-games, although 

most are only available to paying members (cf. RuneScape Wiki – Members). Players can 

interact through trading, chatting, or by participating in mini-games. Further, players can 

trade items and gold coins directly or by an automated marketplace, the Grand Exchange. 

The elaborate chat system enables players to communicate with each other through man 

ways (cf. in-game RuneScape). A set of official forums are provided on the RuneScape 

website. Players are able to participate in game discussions, arrange trading, post 

suggestions for game improvements and vote in polls.  

However, posting on the forums is limited to paying members as well as players with a total 
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level exceeding 350. Users are further involved through features like the Postbag by 

submitting questions via e-mail to Jagex. Jagex stimulates players to submit related artworks 

(comics, drawings, paintings, etc.) which are displayed in a gallery on the website (cf. 

RuneScape Wiki – Community). Jagex introduced a special RuneScape Wiki. This 

community-editable wiki offers information on every issue (cf. RuneScape Wiki – 

Community).  

RuneScape’s popularity can also be seen in other media. The Financial Times reported in 

April 2011 that the possibility of a RuneScape movie being developed in partnership with 

Hasbro Studios was being explored (Garrahan 2011). Further, there are several novels 

published about RuneScape like the first official RuneScape novel, Return to Canifis in 

2011 and Legacy of Blood in 2012 (RuneScape Wiki – Novel).  Jagex prohibits the use of 

third-party software to play the game, known as "macroing" or "botting", and real-world 

trading (RuneScape Wiki – Real-world-trading).
29

  

Developmag.com (Develop 2008) sums up that ‘RuneScape’s mass-market appeal lies in its 

simplicity and accessibility (both financial and technical). It has tapped into the vast market 

of games where players are unwilling or unable to spend premium prices on PCs capable of 

playing the latest, expensive, processor-intensive games.’ 

 

3.3.5.  Revenue and Payment Model 

Originally, RuneScape, after its release, 2001, was completely free-to-play financed through 

advertisement. This revenue model was not sustainable for a long time. Therefore, Jagex 

changed its revenue model from free-to-play into a freemium in 2002 (Gaudioso 2013). 

 

Revenue Model 

RuneScape’s revenue model builds on the basis of freemium accounts but Jagex added 

several other revenue streams. RuneScape’s revenue model consists of the following 

streams:  

(1) freemium accounts based on monthly subscriptions (so-called membership), (2) micro-

transactions from virtual item sales and features (excluding real-world trading as this is 

forbidden) (3) advertisement income and (4) licence agreements and further merchandise 

retail.   

 

                                                      
29 In response to continued gold farming, Jagex issued a statement condemning real-world trading, stating that 

they were seizing billions of gold and banning thousands of accounts every week for cheating, and promising 

to increase their efforts to prevent real-world trading in the game. 
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(1) Subscription fees of premium accounts 

Since February 2012, customers of RuneScape can choose to pay for a membership 

subscription. If players decide to upgrade their account they have the benefit of an ad-free 

game environment, they get access to 150 extra quests, nine more skills, and 20 more mini-

games and can explore a world three times larger. Premium players get updated content once 

a week and additional customization options for their character. Depending on the timing 

and placement of the subscription payment members also get a special promotion item (cf. 

RuneScape.com - Members benefits).  

There is a Loyalty Programme for members. The longer players are member, the more 

loyalty points they earn to unlock rewards like new clothes, titles of nobility, and gameplay-

enhancing auras (cf. RuneScape.com – Loyalty). Further, the feature Recruit Your Friends is 

installed which entitles to receive one month of membership for free and other bonuses (cf. 

RuneScape.com – Recruit). Otherwise, the membership requires a monthly payment. Since 

February 2012 the price is USD 7.95 in the US, GDP 4.95 in the UK and EUR 6.95 in the 

Eurozone and BRL 13.90 in Brazil. These prices are for one month credit card membership 

but might vary by territory and payment method (RuneScape.com – Pricing).  

 

(2) Virtual items and the Squeal of Fortune 

On 28 February 2012, an in-game feature was introduced called the Squeal of Fortune. 

Players can win items on a daily basis by spinning the wheel. On 2 April 2012, it became 

possible to spend real-world currency in exchange for additional spins, introducing a form of 

micro-transaction. In July 2012 player could spend real-world currency in exchange for 

RuneCoins. With RuneCoins, players can buy cosmetic rewards in an online store just 

installed for this purpose, Solomon’s General Store. RuneCoins cannot be traded or 

transferred between accounts. The customisation is just cosmetic and cannot bring any other 

benefits. These cosmetic items are available to free players and members, with members 

benefiting from a 10 per cent discount (cf. RuneScape Wiki – Shop). In 2012, Jagex 

announced that more than 200 million accounts have been generated since launch.  

In an interview with Forbes (Griffiths 2012), CEO Mark Gerhard said that ‘the breakdown 

of free players to members is roughly 70/30, so the most common form of payment is a 

small monthly payment to gain access to premium content. With things like the Squeal of 

Fortune and cosmetic items which can be purchased, there is a small percentage of players 

who spend a bit more on that in addition to their membership, but it’s not a significant 

number in comparison to the membership we have.’ Further, it was estimated that active 

players are spending approximately USD 7.60 per month on RuneScape (Gaudioso 2013). 
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(3) Advertisement 

To support RuneScape's free content, advertisements appear on banner above the playing 

screen on the free-to-play servers. Since computer users may use advertisement blockers, 

which would discourage advertisers, Jagex introduced a rule that prohibits players from 

blocking these advertisements (cf. RuneScape Wiki – Code of Conduct). 

With millions of players logging into RuneScape, advertisement seems quite profitable. On 

Freewebsitereport.org the estimated advertisement revenue of RuneScape is USD 949 daily 

and USD 28.465 monthly (see Freewebsitereport.org 2013). However, CEO Mark Gerhard 

stated that ‘[RuneScape does not] rely on advertising’, but advertisement ‘could play a 

slightly more significant role in the future’ (Griffiths 2012).  

 

(4) Licence agreements and merchandise 

Jagex has an official online store for the US, the UK and Europe with about 80 products 

ranging from t-shirts and cubs to accessories and the official RuneScape novels. The online 

shop operates from a platform provided by Spreadshirt which is responsible for the technical 

functioning of the site and the processing of orders (cf. RuneScape Shop).  

Jagex has licence agreements with other third-party operators, like WildTangent. Formerly, 

RuneScape has been published and distributed through other platforms in distinctive 

regions, like Bigpoint in Germany and France. Except Zapak being in charge for India no 

further third-party operators could be observed in the research process (cf. Zapak.com; 

Wildtangent.com 2008).  

 

Payment Model 

RuneScape customers can choose on the one hand to buy the virtual currency RuneCoins in 

order to buy virtual items in a special online store or to spin the Squeal of Fortune and on 

the other hand they can purchase directly membership. The cost of membership depends on 

which country customers are from and which payment method they choose (cf. 

RuneScape.com - Mitgliedszahlung). Thus, the transaction costs of the payment are directly 

transferred to the customer. Jagex gives very detailed information about the transaction costs 

as RuneScape purchases exactly represent the amount of money Jagex receives and the 

amount the payment operator gets. Further, details are included in the following analysis.  

RuneScape offers the following payment methods:  

(1) credit and debit cards, (2) the online payment system of PayPal, (3) PayByCash, (4) 

PayBySMS and PayByPhone, (5) other country-specific online payment options. 
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(1) Credit Cards 

The main payment option for RuneScape is to pay by credit card. Payment by credit card is 

the cheapest way to purchase a membership, offering discounts up to 30 per cent (cf. 

RuneScape.com – Pricing). Payments will be deducted monthly and are available by Visa, 

Visa Delta, American Express and MasterCard to all customers. For UK customers are also 

available JCB and Maestro.  

Debit cards outside of the UK are not accepted. To make a payment, the credit card 

information has to be filled in the account information while signing up with Jagex. Once 

the payment is installed, the payment will be monthly repeated till the subscription is 

cancelled (cf. RuneScape.com – Pricing). 

  

(2) PayPal 

PayPal is available worldwide to make a payment with RuneScape. The customer needs first 

to make a PayPal account. The cost of the membership is here varying depending on the 

number of months and the customer’s currency. 

Jagex stated that PayPal is more expensive than paying by credit card because of a greater 

administrative effort and the extra amount that goes to PayPal. However, costumers still pay 

less via PayPal than PayByCash (see below). Through PayPal the customers have the 

opportunity to pay monthly or for one, two, three, six or twelve months at once. The 

payment will not automatically be repeated. PayPal can only be used for single purchases 

(cf. RuneScape.com – PayPal). 

 

(3) PayByCash 

Another payment option is PayByCash. PayByCash offers a number of different payment 

methods, including Bank Transfer, Paysafecard and Western Union. PayByCash is a 

worldwide operating payment method but availability of these payment options still depends 

on the country of the customer. PayByCash (Internet Payment Solutions) is one of the 

largest online game payment processor of the world. The cost of player’s membership may 

vary depending on method of payment and the number of months of the membership. The 

price is between USD 7.49 for one month up to USD 65.95 for twelve months. Jagex states 

that, PayByCash thus is more expensive than paying by credit card because of a greater 

administrative effort.  

Players can choose between one, two, three, six or twelve months with PayByCash and the 

different options offered by PayByCash which also determines the choices available for 

repeated intervals (cf. RuneScape.com – PayByCash). 



Chapter 3: Findings of the Three In-depth Case Studies 

 

78 

 

(4) PayBySMS and PayByPhone 

The service PayByPhone is currently not available for RuneScape but is usually a popular 

payment method. It works similar to PayBySMS and the purchase appears on the phone bill. 

This service is usually available in Germany, Switzerland, Australia, Belgium, Canada, 

France, the Netherlands, New Zealand, Great Britain and the US (cf. RuneScape.com – 

PayByPhone). The payment option PayBySMS is available at the moment. After sending a 

SMS to a certain number, customers receive a PIN to make the purchase. The amount will be 

listed on the phone bill or directly debited from the phone credit. For players from Germany, 

the amount is EUR 7.98 and from Austria EUR 6.90 per month. PayBySMS is currently only 

accessible for players from Germany, Austria, Great Britain, Ireland, Belgium, Denmark, 

Finland, Estonia, Lithuania, The Netherlands, Sweden, Norway, Australia, France, 

Singapore, Canada and the US (cf. RuneScape.com – PayBySMS). 

 

(5) Other country-specific payment options  

There are some country-specific payment options possible. iDEAL is just available in The 

Netherlands and the Paysafe Card is available in Belgium, Canada, Germany, Latvia, 

Mexico, The Netherlands, Spain, Sweden and the UK. The Paysafe Card is a pre-pay 

method. When players buy a Paysafe Card, they can use it to purchase RuneScape 

membership. The Paysafe Card is sold by independent companies. The cards can be 

purchased either online or in shops in many cities. Again one, two, three, six or twelve 

months of membership credit can be bought. Paysafe promo cards can also get seven days of 

membership (cf. Icepay.com). iDEAL is an online payment solution developed to pay for 

online products and services by the Dutch banking community. iDEAL allows online 

payments to be made using online banking. While purchasing on the RuneScape website, 

players can choose this option and then have to fill in the banking details which allows a 

direct debit on the account (cf. iDEAL.nl – Payment). 

 

(6) RuneScape Pre-Paid Card 

RuneScape Pre-Paid Cards can be purchased from major retailers in stores and online all 

around the world. These Pre-Paid Cards can be used to purchase membership, RuneCoins 

and Spin packages. The cards show a membership code which can be entered online to make 

a purchase with RuneScape. They are available in several countries including the US, the 

UK, Canada, Austria, Denmark, Finland, Germany, Norway, Republic of Ireland, Sweden, 

Switzerland and Puerto Rico. Some examples of retailers are GameStop, Toys R Us, Wal-

Mart, Seven Eleven, Woolworths and many more (cf. RuneScape.com – Pre-Paid Card). 
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Chapter 4: Concluding Discussions 

The previous chapters have demonstrated that our economy has shifted into an age of 

disruptive innovations. The Internet has brought many new opportunities but also threats. 

The media industry suffers from these changes. To find solutions and to be sustainable in 

such a fast moving digital environment online revenue models can help to overcome 

obstacles (chapter 1). In order to find out how online revenue models can help to create 

success in the Internet and what revenue models this could be, this thesis was looking more 

deeply into the digital game industry. The digital game industry is the youngest media 

segment and highly dependent on ICT developments and shows strong innovative forces in 

the areas of business and technology. Within just about 40 years, digital games became an 

industry highly important for the whole media industry and are split up into different 

products and segments. One of the rising segments with distinctive attributes and benefits is 

the MMORPG market (chapter 2). Looking at the three most successful MMORPGs on the 

market, the in-depth case studies have revealed many differences but also similarities in 

their business and more specific in their revenue and payment models (chapter 3).  

This chapter shall give the reader an overview and an emphasis on the most important 

findings of the in-depth case studies. This is going to be presented in table form. Further, 

assumptions in form of key issues, taken from the case-studies and the findings of the digital 

game industry analysis, are identified in order to make assumptions. These key issues will 

help to answer the stated research questions. Further key trends and future prospects are 

going to be presented in order to identify possible gaps in this research and make 

recommendations for future research in this area. The thesis ends with final remarks  

 

4.1.  Cross-case Comparison of the Case Studies 

The case studies have shown interesting differences and similarities of three massively 

multiplayer online role-playing games. Each one of the games belongs to the most 

successful on the market. The cross-case comparison shall emphasize the most important 

outputs and features of the case studies. The implications of the findings are discussed in 

chapter 4.2 to make presumptions of how they affect the success on the market and the 

revenue model choices made. The tables below provide an overview of the cases that were 

analysed. The findings show the findings for each sub-heading of the business matrix. 

Further summaries help to understand the key point made. Integrated information can be 

looked at more closely within the cases in chapter 3. 
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4.1.1.  The Similarities and Differences of the Game-Play and the  

 Development of the Three Cases 

Table 4.1 shows clearly that the three cases are closely related. The taxonomy, genre and 

game-play do all belong to the same category. Further these three MMORPGs are the 

leading games in the market as the only ones with more than 1 million subscribers (see 

chapter 2.3.3). Still, World of Warcraft is by far the leading MMORPG on the market, with 

three-times more paying customers than Aion and RuneScape. Only RuneScape is longer 

successfully in the market and exceeds the number of players to up to 20 million. In its 

development concerning revenue models WoW kept over the long time the same revenue 

basis. However RuneScape had to change from purely free to freemium and Aion from 

subscription to virtual item sales which will be of interest in the assumptions in chapter 4.2. 

 

Table 4.1 -  The similarities and differences of the game-play and the development 

of the three cases (Source: chapter 3.1.1, 3.2.1, 3.3.1)  

SIMILARITIES  
Taxonomy Massively multiplayer online role-playing game   

Genre Fantasy 

Subscribers More than 1 million (top three of all MMORPGs) 

Game world/ 

character 

Persistent virtual world with 3D graphics and an open environment to 
explore with a customizable character 

Game goal Earning experience to level up and get new skills for the character 

Game-play Complete quests, fight against players or monsters, socialize with players 

  

DIFFERENCES  
 Subscriber-base  

WoW 8.3 million paid subscriptions  

Aion 2-3 million active accounts  

RuneScape 1-2 million hard-core and 20 million casual player active  

 First released in…  

WoW …2004 (development started in 1999)  

Aion …2008 (development started in 2005)  

RuneScape …2001  

 Published in the following countries:  

WoW US, Australia, New Zealand, Korea, EU, China, Singapore, Taiwan, Hong 
Kong, Macau, Malaysia, Thailand, Latin America, Russia, Brazil 
                                                                               - 11 different languages 

 

Aion Korea, China, US, EU, Brazil, Australia                 - 6 different languages  

RuneScape UK published as browser game                               - 5 different languages  

 Expansion Packages / Updates    

WoW 1. The Burning Crusade (2008)        2. Wrath of the Lich King (2009) 
3. Cataclysm (2010)                         4. Mists of Pandaria (2012)  

 

Aion 1. Assault on Balaurea (2010)          2. Ascension as free-to-play (2012)  

RuneScape 1. RuneScape 2 - freemium (2002)  2. Enhanced Graphic (2004, 2008) 
3. RuneScape 3 (in July 2013)  
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4.1.2.  The Similarities and Differences of the Value Networks 

As very comparable games, the value network for each case is also quite similar. What is 

interesting is the difference between the developer companies involved. Blizzard (US) is a 

major game developer with billions of dollars revenue each year. Most of the revenue is 

coming from the subscriptions of WoW. NCsoft is also a major Asian company successful 

on a global scale. Jagex contrariwise is a small independent European developer. The 

company was built around the game RuneScape in order to publish the game. All cases are 

highly vertically integrated and try to keep hold on their customers. Interesting is the fact 

that especially NCsoft had to give the publishing into the hands of third-party companies.  

 

Table 4.2 -  The similarities and differences of the value networks (Source: 

chapter 3.1.2, 3.2.2, 3.3.2)  

SIMILARITIES 

Network 

operator 

The consumer pays a mobile network operator for access to the network 
in order to be able to play the online game. 

Crucial assets -Employees for content creation  
-Technological infrastructure (servers)  
-Customer services 
-Licences to third-party product developers 
-Trade names (franchise) 
-Game engine 

Other assets Property and financial assets 

Content 

creation 

In hands of developers (Blizzard, NCsoft, Jagex) - story-boarding, game 
design and programming as well as 3D modelling 

  

DIFFERENCES 

 Developer 

WoW Blizzard Entertainment (US):    major world-wide player  
(yearly revenue > $4.5 billion) 

Aion NCsoft (Korea):                         major Korean game developer 
(yearly revenue > $500 million) 

RuneScape Andrew Gower:                          ‘private initiative’ in first place 
Later Jagex (UK):                      established for RuneScape  

(yearly revenue > $65 million) 

 Publisher 

WoW Blizzard Entertainment 

Aion NCsoft, subsidiaries and licensees e.g. Gameforge (EU) 

RuneScape Jagex Games Studio (UK) 

 Distribution / Costumer service 

WoW Battle.net by Blizzard 
(download of software, account and payment management) 

Aion PlayNC by NCsoft and in Europe: Gameforge.com   
(download of software, account and payment management) 

RuneScape RuneScape.com by Jagex 
(download plug-in, account and payment management) 
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 Retailer / Distribution channels  

WoW Besides own distribution (physical and digital) a large number of retailers 
like GameStop, Amazon, etc. are involved. 

Aion, RScape Retailers are not involved. 

 Advertisers  

RuneScape Advertisement is in banners in the browser while playing the game. The 
advertisers pay Jagex to include their advertisements. 

 Combination of Assets / Vertical Integration / Customer Ownership 

WoW Blizzard concentrates all crucial assets and the value network is highly 
vertical integrated and Blizzard completely owns the customer. 

Aion Same characteristics as Blizzard but if licensees are involved: less 
vertical integrated, less customer ownership e.g. Gameforge 

RuneScape Same characteristics as Blizzard except India with Zapak as publisher and 
WildTangent as licence partner for advertisement acquisition. 

 

4.1.3.  The Similarities and Differences of the Functional Architecture 

The functional architecture is also comparable for each case, as the server infrastructure is 

necessary to run a MMORPG and the consumer has to have the same output and input 

device for each game. Other devices are not possible. However, interesting are the lower 

requirements for consumers in order to play RuneScape. As a browser-based game it is easy 

to play the game on any computer with a regular Java plug-in and any browser.  

 

Table 4.3 -  The similarities and differences of the functional architecture (Source: 

chapter 3.1.3, 3.2.3, 3.3.3)  

SIMILARITIES  
 Technological realisation 

Consumer  PC hardware, screen, keyboard, mouse 

Publisher Server infrastructure 

Modularity High: regular bug-fixing, updates, and supporting services 

 Distribution of intelligence: centralized 

 The graphical computing power is handled by the player’s PC, but the 
control and functionality is happening on the publisher’s servers. 

DIFFERENCES  
 Game-play system  

WoW Separated server for PvP, PvE and RP  

Aion, RScape Player-versus-player-versus-environment system (PvPvE) on each server  

 Platforms  

WoW PC: Windows and Mac  

Aion PC: Windows   

RuneScape Browser implemented on the client-side in Java  

 Consumer’s system requirements  

WoW High requirements  

Aion Also high requirements but less than WoW  

RuneScape Low requirements  

 Interoperability – other devices   

WoW Application for some WoW services (iPhone, iPod touch, Android)  
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4.1.4.  The Similarities and Differences of the Value Configuration 

The most valued attribute of a MMORPG is the content of the game itself and the number of 

players available as this leads to more game-play possibilities and social interaction. Each of 

the cases has more than a million players. Still there are distinctive features for each case. 

WoW is recognized as most famous with worldwide TV spots and a lot of products 

connected to the actual game. Aion is more likely to attract gamers in favour of an Asian 

look and the ability to fly differentiates the game from other MMORPGs and also builds on 

a lot of marketing like WoW. Interesting here is that RuneScape does not make 

advertisement for the game but is very strong in involving their player-base in the 

development of the game and other interaction. 

 

Table 4.4 -  The similarities and differences of the value configuration (Source: 

chapter 3.1.4, 3.2.4, 3.3.4)  

SIMILARITIES  
 Important values for MMORPGs 

 Game content and service 
Number of players (social aspects of MMORPGs – external effects) 

Accessibility Easy user interface 
Tutorials (Aion, WoW, RuneScape), free-trial (WoW) 

Still for casual gamers are MMORPGs not easy 

              ------Player base almost only hard-core players 

Interaction All games support players to interact in chats, combats, trading, etc. 

  

DIFFERENCES  
 Brand recognition  

WoW Unprecedented popularity worldwide - fan-cult  
WoW related products: books, comics, board  / card game, movie 
Television commercials 

 

Aion Asian looks and the inclusion of flying as distinctive game-play feature  

RuneScape Medieval fantasy world 
RuneScape related products: novels, movie 

 

 User involvement  

WoW Integrated community for their consumers to chat and contact service 
support 

 

Aion Europe: Free-to-play users in Europe cannot use the auction house or trade 
or even pass objects to other players and the limited chat options. 

 

RuneScape Very elaborate chat system 
Various forums (chats, trading, voting polls, etc.) for paying members 
Features like the Postbag, publishing player’s artworks, RuneScape Wiki 

 

 Further positioning  

WoW Tries to solve common complaints on MMOG  
Distinction: PvE, PvP, RP 

 

Aion As young MMORPG Aion in difficult position in the market  

RuneScape Player involvement most important  
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4.1.5.  The Similarities and Differences of Revenue and Payment  

 Models 

It is interesting when looking closer at the revenue models that the three most successful 

games have completely different revenue models as their basis. WoW is based on 

subscriptions, Aion on virtual item sales and RuneScape on premium accounts. However, 

each MMORPG has very diversified revenue streams. Virtual items and services are 

available for purchase in each game. RuneScape further diversified their revenue through 

advertisement. It was also noticeable that except WoW the other games had to change their 

revenue model over the time. The initial revenue model as free-to-play financed through 

advertisement in RuneScape was changed to premium just one year after launch. Also just 

after one year, Aion, which was based on the same revenue model as WoW had to change 

into free-to-play. Also, remarkable is that there are variations of the basic revenue model 

depending on whether a third-party operator is publishing in certain countries. Aion offers 

through Gameforge in Europe also premium accounts and WoW has very different 

subscription options in some Asian countries.  

When looking at the payment methods, each game has very diversified options for the 

customers. All games offer purchase through credit cards and PayPal. Aion and WoW both 

offer Game Cards purchasable in retail stores. Still there are many different online 

opportunities for each MMORPG depending on which country the gamer is from.   

  

Table 4.5 -  The similarities and differences of the revenue and payment models 

(Source: chapter 3.1.5, 3.2.5, 3.3.5)  

SIMILARITIES  
 Similar revenue models 

Licence 

agreements 

Each game has several licence agreements as revenue stream (see below) 

Virtual item 

sales 

WoW and RuneScape are still experimenting  
Aion is built on this model  

 Payment methods 

Online Credit cards (most popular), PayPal are accepted by each game 

Retail Each game offers some kind of Game Card 

Mobile Some sort of telephone or mobile payment is with each game possible 

  

DIFFERENCES  
 Basic revenue model   

WoW Subscription  
(since beginning) 
 

 

Aion Free-to-play with virtual item sales  
(formerly based on subscriptions and purchase of the game product - 
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massive struggles of low income and low subscriber numbers) 

RuneScape Freemium membership  
(formerly advertisement-based free-to-play game - the dot-com bubble  and 
fewer advertisers willing or able to sign) 

 

 Additional revenue streams  

WoW 1. Revenue from value-added services  
2. Retail sales of game product (physical or digital)  
3. Virtual item sales  

 

Aion 1. Revenue from value-added services 

2. Freemium just in Europe through Gameforge 

 

RuneScape 1. Virtual item sales and features  
2. Advertisement income 

 

 Price differences (approximate prices per unit)  

WoW Subscription:         €12/month ($1.36 billion revenue in 2010) 
Game products:     €25             (€750 million total since launch) 
Virtual items (10)  $15             ($2 million in first four hours) 

 

Aion Virtual items (600)€20             (€20 million Q1 FY13) 
                                                  (€685 million total since launch including      
                                                   products/subscription till change to free) 
Membership (EU)  €10              

 

RuneScape Premium                 €7  
Advertisement                           ($28.465 monthly revenue) 

 

 Licence agreements   

WoW Licensees for distribution and publishing in Russia, China and Taiwan   

Aion Licensees for distribution and publishing: Gameforge in Europe, Innova in 
Russia, Shanda in China, Level Up in Brazil 

 

RuneScape Licence agreements for advertisement with WildTangent in US and for 
distribution with Zapak in India 

 

 Country variations for revenue model   

WoW Asia: no monthly subscription but per minute or daily    

Aion Licensee Gameforge uses freemium  

RuneScape No variations  

 Recent trends   

WoW Massive subscriber decline (1.3 million subscriptions in four months)  

Aion Stabilizing player base  

RuneScape Huge increase since one year and launch of RuneScape 3 in July 2013  

 Payment methods   

WoW 1. Credit and debit cards 
2. PayPal 
3. Other regional online solutions  
4. Pre-paid Game Card from retail 

 

Aion 1. Credit cards 
2. PayPal  
3. BilltoMobile 
4. Game Cards from retail 
5. Payment via telephone / mobile phone (Gameforge) 
6. Other supplementing online payment services (Gameforge) 
7. Third-party sponsorships (Gameforge) 

 

RuneScape 1. Credit and debit cards 
2. PayPal 
3. PayByCash 
4. PayBySMS and PayByPhone 
5. Other country-specific online payment options. 
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4.2. Final Discussions 

4.2.1.  Key Issues 

The research questions do comprehend many features and facets of the whole media 

industry, the digital game industry and the cases. The broad research questions were:  

What opportunities and possibilities does the media industry have, to be competitive 

in the new digital environment? What role do revenue models play in these 

circumstances? 

 

Further, in order to answer these broad research questions the following more narrow 

research questions rose from the research methodology: 

What are the revenue models of the most successful massively multiplayer online 

role-playing games? And do these revenue models have a significant influence on 

the success in the market?     

 

To resolve these issues, the background of the development of the media industry has been 

described (chapter 1), the media industry with its development, taxonomies and respected 

data has been presented (chapter 2) and three meaningful cases been analysed (chapter 3). 

The most important findings of these different aspects, which have to be considered to solve 

the problems lead to the following observable key issues: 

 

(1) The most successful and sustainable revenue models in the MMORPGs segment 

are subscription, freemium and micro-transactions. 

The case studies revealed that the three most successful MMORPGs at the market are based 

on totally different revenue models. WoW is based on subscription revenue, Aion on micro-

transactions (virtual items sales) and RuneScape on freemium. When looking at other big 

MMORPGs it is intriguing that they are all based on these three models. There are 

subscription-based games available like EveOnline with 500,000 subscribers by CCP Games 

(Iceland) or Final Fantasy by Square Enix (Japan) with about 350,000 subscribers (2P 2013). 

But many MMORPGs adapted the freemium model during the last few years. One of the 

oldest is Anarchy Online by Funcom (Norway). It is based on premium accounts with free-

to-play integrated advertisement with 100,000 players. Other examples are Lord of the Rings 

Online, Star Trek Online, Star Wars: The Old Republic and many others. Also the popular 

Second Life with a user-base of 600,000 has premium account options (NewWorldNotes 
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2013).1 For the free-to-play model based on micro-transactions2 and especially virtual item 

sales there are even more examples. The most famous, besides Aion, are Entropia Universe 

by MindArk (Sweden) which is completely based on micro-transactions, where the virtual 

currency can be bought and redeemed back in US dollars.3 The MMORPG GuildWars offers 

client and expansion packages for purchase but is further based on micro-transactions. In an 

interview, Johannes Fuckner reported that the free-to-play niche-MMORPG Starstable, 

which he represents, is offering premium accounts, but the largest share of revenue comes 

from micro-transactions.4 

It seems that the revenue model of each game in the market is further diversified, as there 

are other integrated revenue streams, like virtual item sales, account or game services and 

retail sales of product keys or physical boxed products, royalties from third-party publishers 

or companies that distribute related products, retail of merchandise or advertisement. 

However, there are other options not that prominent like crowd funding or donation-

possibilities, sponsorship and various variations of micro-transactions like land-use-fees, 

fees for player trades or auction selling and tournament fees (Freetoplay.biz 2007). Figure 

4.1 illustrates the complex possibilities MMORPGs have in means of their revenue model 

differentiated in the basis revenue models and additional revenue income possibilities. 

 

Figure 4.1 -  Revenue models for MMORPGs 

 

                                                      
1 Second Life by Linden Labs, however, is actually based on a new and unique concept of virtual real estate 

and user generated content sales (Alves & Roque 2005). 

2 The term ‘micro-transaction’ refers in this thesis to basically any purchase the player can make after they 

started playing the game, like virtual item sales. As freemium largely extends the whole game-play and game-

world it is not referred to as micro-transaction.  

3 This model of micro-transactions often opposes many MMORPGs as most prohibit so-called gold-farming.  

4 The interview with Johannes Fuckner can be found in the annex. 
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(2) The payment options are much diversified and offer multiple possibilities 

depending on the regions and include credit card and PayPal, telephone and 

mobile as well as retail Game Cards as options.  

The three in-depth case studies revealed, that the payment options integrated in the most 

successful MMORPGs on the market are offering multiple ways to purchase. All three cases 

supported the most popular credit cards, like Visa, Visa Electron, MasterCard, American 

Express, and JCB. Further PayPal is installed to make purchases within each game. Much 

more diversified regional banking online purchase methods are also available, like Giropay, 

ELV, Skrill Moneybookers, ClickandBuy, Ukash, CarteBlue, iDEAL, DineroMail, 

PayByCash and many more.5 Interesting were the mobile or telephone payment options 

which were available for each case, like Daopay, Mopay, BilltoMobile and T-Mobile 

Germany. Further relevant are the Game Cards which were also available for each game. 

These Game Cards can be bought not only online as a code but also in several retail stores 

around the world. A new option, only integrated in Gameforge, the European publisher of 

Aion, was the possibility to earn virtual currency by SponsorPay. The customer could 

choose to sign up and engage in an activity from third-party companies (filling out surveys 

etc.) in order to earn additional currency for free. Further interesting was that only 

RuneScape directly shifts the transaction costs to their customers. 

In accordance, RuneScape pledges that because of lower administrative effort, credit card 

options cost least. Further, PayPal, PayByCash and other methods cost more. This might not 

illustrate the share the third-party payment provider gets, as administrative effort could 

indicate other issues. Credit card payments are automatically repeated and other options 

need to be done repeatedly autonomous. Johannes Fuckner stated that payments that are 

handled by third-parties charge quite high administration fees. PayPal fees are in comparison 

quite moderate. Further he indicated that customers prefer local payment methods and that 

there are many regional differentiations of the possible payment methods. Further, target 

groups need to be considered by the MMORPG publisher, as young players would like to 

pay with their pocket-money through retail Game Cards and are not entitled for a credit 

card. In conclusion, the offered payment methods in the games are much diversified and 

many opportunities are offered by each player. New and innovative payment methods are 

explored, like SMS payment and third-party sponsoring.  

                                                      
5 Alexander Gigga, Head of Finance at Pioniergarage which is dedicated to support young entrepreneurs with 

Internet start-ups, presented an interesting online payment method for media products in the interview: Flatter 

allows consumers to make micro-donations when consuming media products. The consumer can simply by 

clicking an installed button on the participating media -pages donate a small amount.  
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(3) MMORPGs have distinctive features which implement requirements for revenue 

models, critical mass minimization, profit maximization and sustainability as 

well as flexible business models. Further, MMORPGs need to represent the 

following attributes to be successful: Functional and payment accessibility, user 

involvement as social interaction is crucial, character development possibilities 

and successive market positioning  

The above described list of features is crucial for the choices made on the one hand for the 

revenue model and on the other hand for success of the MMORPG. The revenue models 

presented are successful on the market for MMORPGs. There are features inherent of this 

game segment which implements certain requirements a revenue model should have. As 

MMORPGs are much more valued when many users play the game, network effects are 

closely related to this genre.  

Rohlfs (1974) first showed the existence of intriguing economic problems with network 

sizes. The network effects are manifested directly as players’ interactions in the game as 

well as the networks size can exert an influence on its value (Huhh 2009, 2). Thus choices of 

revenue models within the influence of network effects and their strategic indications for 

online game publishers are integral. The firm’s optimizing problems under network effects 

differentiate between critical mass minimization and profit maximization.6  

Additionally, two aspects are frequently considered when talking about MMORPGs, 

sustainability or longevity of game-play as well as the scalability of the infrastructure. There 

is a common understanding on what MMORPGs need to be played for a long time 

(longevity): A good game-play experience, enough content and players to sustain. Scalability 

issues due to limitations of the client/server architecture are also recognized. This leads to 

the conclusion that MMORPGs need a sustainable income in order to survive, as the server 

architecture and the game content needs continuous investment (cf. Alves & Roque 2005). A 

one-time purchase of the product might normally not be an option.  

Thus, the successful revenue models implemented at the moment in MMORPGs must have 

significant features: They must be sustainable and generate continuous investment over a 

long time considering the critical mass minimization and profit maximization. Further, the 

ability to create a flexible and dynamic business model is essential. Many MMORPGs had 

to close down because of a declining player-base. Changing the implemented revenue model 

can make a huge difference. For instance, Aion was only able to “survive” because it 

                                                      
6 Economides and Himmelberg (1995) discuss economic features of critical mass which can be influenced by 

choices of economic agents. Many studies on network effect are based on the direct kind where customers 

benefit one another simply by joining a network (Economides, 1996b). 
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changed after just a few months into free-to-play. The same can be found in other 

MMORPG titles, like RuneScape and many others. It can be presumed, that there is a 

critical time frame between one to three years of a newly launched MMORPG on the market 

to find a sustainable revenue model while looking at these exemplary MMORPGs. The 

initial revenue model implemented needs to be easily changeable. Therefore, flexibility 

concerning the revenue model can be crucial. The business model also needs to be flexible. 

Christensen is pointing out ‘today’s competitive advantage may become tomorrow’s 

albatross unless strategies attune themselves to changes in underlying conditions’ 

(Christensen 2001, 105).7 For example, the adoption of license partners to distribute the 

developer’s MMORPG can support the growth of the player-base. As many online 

distributors already have a huge customer-base, the implementation of these third-party 

distributors can help to reach “their” players. 

Besides the features of revenue models, accessibility is integral for the success of 

MMORPGs. This can be easily achieved through the free-to-play approach (see below). 

Another way to establish this essential feature is to lower entry barriers through the 

functional architecture. The higher the requirements to play a MMORPG, the higher are the 

entry barriers. WoW has shown significant requirements in hardware and software for the 

consumers. However, this also leads to very high quality graphics and game-play features. 

The lowest requirements have the typical browser-based MMORPGs, like RuneScape. By 

being playable on any PC without downloading a client, which reserves much capacity and 

data storage, and without high hardware requirements, the entry barriers are very low. Any 

customer with very simple hardware and software can already enjoy the game. This might 

lead to lower quality in graphics but also builds an incentive for a much larger player-base. 

Still most games are based on the client-model. StarStableOnline for instance is a client-

based game with the advantage ‘that they have much better graphics and usually run more 

smoothly. Especially in games where the graphics are an integral part of the game, this 

method can contribute greatly to the user experience’, confirms Johannes Fuckner.   

Further the payment options are interesting in this context. It is possible to presume, that 

attractive payment methods lower the barriers for customers to purchase a subscription or 

make a micro-transaction. If the MMORPG offers many different payment methods, which 

are easy and fast or might already been installed by the consumer, a purchase is more likely. 

                                                      
7 It is also important to mention that the market is driven by innovative new technologies and the risk of so-

called “disruptive innovations” with the ability to change the whole market on short notice (cf. Bower & 

Christensen, 1995). Therefore, MMORPGs have to be flexible to adjust to new technological trends, be able 

to create a flexible revenue model and try to find the biggest player-base. 
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One aspect in this context is for example under-aged players, who are not entitled to own a 

credit card. Thus other payment options are necessary, if the consumer wants to make a 

purchase. This key issue was confirmed by Johannes Fuckner, as he mentions their target 

group of young girls saying ‘if your product is aimed at children it is very important to 

implement payment methods such as Paysafe Cards as parents often pay out pocket money’. 

Most interesting are the mobile payment options in an environment, where mobile phones 

are spreading all over the world and reaching huge coverage geographically and population 

wise. Retail Pre-Paid Cards are also lowering the threat of handing out personal information 

on the Internet.  

Besides accessibility, a key aspect for success on the market is user involvement. Jagex’s 

RuneScape is the best example by offering multiple ways for players to connect with the 

developers and share their issues. Also WoW tries to tackle common complaints of players. 

As any MMORPG lives through their customers, the user involvement in any kind can be 

essential. User involvement represents further the idea of social interaction which leads back 

to the network effects. The ability to give players a platform to interact, chat and so on is 

crucial. This also refers to the possibility to develop the player’s character. The players have 

to engage deeply with their avatars and experience the game through their avatars 

achievements. This leads to deep satisfaction while playing and creates incentives to play on 

and achieve further rewards, new skills and so on. This further binds the player with the 

game as leaving the MMORPG would mean sunk-costs for the time invested and 

achievements gained so far in this one game. 

The user involvement can also differentiate the MMORPG on the market from other similar 

games. As a market with strong monopolistic features, as each game is nearly almost a 

substitute and time-intensive, MMORPGs can only attract players by distinguishing their 

content and service from other games on the market. For example, RuneScape is known for 

the strong user-base, Aion illustrates Asian art and the feature to fly while WoW is very 

strong in brand-recognition. Thus most MMORPGs on the market are barely the same, as 

they range from fantasy-themes like Lord of the Rings, to science fiction with space ships, to 

flying angels in order to reach new target groups. Johannes Fuckner mentioned the benefits 

of introducing the MMORPG to a new target group. He claims about StarStableOnline that 

‘the advantage of [….] (this) game is that the market for games that target only girls is quite 

unexplored. This allows us to spend quite little money on advertisement while having a very 

high response rate. 
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(4) The subscription model brings the maximum profit and continuous revenue 

while using the features of user involvement and positioning and thus is a 

successful revenue model. 

As World of Warcraft shows, the revenue income from subscriptions is very profitable. Not 

only is World of Warcraft the leading MMORPG but it has also by far the highest average 

revenue per user (ARPU). It can be assumed that this led to mimicking of WoW’s revenue 

model by many new entrants during the last couple of years, like BioWare from EA and Star 

Trek Online. However, most of them had to change their revenue model after initial launch 

to free-to-play.  

Still there are many aspects of MMORPGs which support the success of the subscription-

based model. First of all MMORPGs are substitutes to each other. Players invest a lot of 

time into MMORPGs, because in order to enjoy it and to level up your character, a long 

game-time is needed compared to casual short-session games. Thus players mostly just play 

one MMORPG at a time and are unlikely to spend their time on many different games. Also 

because players spend much time, this leads to a higher willingness to pay for the content 

and game experience. This corresponds to the assumption that mostly so-called hard-core 

gamers are customers of MMORPGs. If a lot of money and time has been spent into a single 

game, log-in effects occur. Sunk-costs are most likely taken into account by a player who 

considers changing the game.  

The user involvement and the possibilities of character development further bind the player 

to one game. In case the player would change to another game, all the time he had spent on 

the previous game and the strengthened virtual character as well as the money already spent 

would no longer benefit him or her. Thus the high subscription fees compared with the 

elaborate game-play which needs a lot of time spend leads to the success of this revenue 

model in the MMORPGs segment. However subscription models are only sustainable if the 

initial player-base exists and the quality of the game is strongly valued by the gamer 

community leading to “monopolistic” advantages, like in the case of WoW. This 

“monopolistic” or sometimes “oligopolistic” character led to today’s market structure with 

WoW by far reaching the biggest player-base and getting the highest ARPU at the same 

time. However, even WoW saw recent downtrends in subscription numbers which might 

lead to the presumption that free-to-play MMORPGs are disrupting the market (see below). 

Still the powerful position of WoW should not be underestimated. Like Interviewee 

Alexander Gigga, many gamers have played or are still playing Wow even after more than 5 

years and bought each expansion package. 
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(5) Free-to-play models, like micro-transactions, freemium and advertisement, 

bring the critical mass and continuous revenue, based on accessibility and user 

involvement and thus are a successful revenue models. 

Receiving the critical mass is the key for a successful MMORPG. The critical mass of 

players can be especially achieved through accessibility. The free-to-play model lowers the 

barriers for new players as no initial commitment through payment, like in subscription 

games, is necessary to start the game.8 This leads initially to a much faster growing player-

base. Johannes Fuckner confirmed, that ‘it is always an advantage if a game does not have 

any membership fee as it attracts more people. Furthermore, people become less critical on 

digital goods which they didn’t have to pay for.’ 

If players do want to change the game they are currently playing this also lowers the 

switching costs to start the free-to-play game. Further, as still the nature of MMORPGs is to 

engage in a lot of time and commitment for full game experience, the willingness to invest 

in the game and the avatar is still there. The freemium model has also the profit of getting a 

huge player-base easily involved but also brings the profit maximisation better into 

consideration. Nevertheless the ARPU is smaller compared to revenue from subscription, 

thus in need for a bigger player-base. But, free-to-play MMORPGs are more likely to build 

up the critical mass in players much faster and more sustainably. As a result, the revenue 

from the free-to-play model should not be underestimated. Through high user engagement, 

social interaction and character development, people are likely to spend money on micro-

transactions. Because of the binding with the character and the feeling of achievement while 

buying your character a “new sword” for example, a lot of players are willing to spend this 

money. Further, through these voluntary purchases, people do not feel pressured to spend 

money. The game can also exploit more effectively the differences in willingness to spend 

money on a game. As a result, a MMORPG market entrant like Aion would have been likely 

to change after not succeeding in building up the critical mass of players with initial 

attempts of subscription-based revenue models to change to free-to-play. It can be seen as 

viable for many MMORPGs to be now based either on micro-transactions or freemium 

revenue, like Aion demonstrated. 

Another free-to-play revenue model which was concerned in the case studies was the 

advertisement model. However this seems not to be very popular in the MMORPG segment 

                                                      
8 Still, subscription-based MMORPGs also started to make their games more accessible as free trials are more 

often involved. For example, WoW introduced in 2011 a trial without time limit. The customer can play for 

free till the character reaches level 20. As MMORPGs highly engage their players, it can be presumed that a 

lot of free trials might end in paid subscriptions.  
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and seems not to be very successful to generate revenue. As the case of RuneScape showed 

on the one hand advertisement can easily be blocked in browser-based MMORPGs and 

scare advertisers from investment. On the other hand the revenue from advertisement is 

highly dependent on economic developments and thus not as sustainable as the previous 

described revenue models. Even though the network effect on MMORPG platforms could be 

considered as a good two-sided market model with users highly engaged in online content 

and thus attractive presentation possibilities for advertisement, this revenue model seems not 

to be working well. In conclusion the aspects of accessibility and user involvement are 

crucial for the success of MMORPGs on the market. The chosen revenue model can be 

considered as a determining factor of accessibility. Further, the engagement of players into a 

free-to-play game can lead to other benefits, like exploitation of willingness to pay.   

 

(6) The mentioned features lead to specific market characteristics with structures of 

vertical integration, despite fierce competition. 

Because of MMORPG features, it is most likely that just a few high quality games in this 

segment rule the market. WoW is this dominant player. This game was tackled by many high 

quality games in the subscription-based segment but almost no game could persist against 

WoW. Further it can be assumed that, in order to publish high-end MMORPGs, big initial 

investments need to be done. This is a high up-front risk for developers. Most game 

developers are dependent on financial support from big publishers leading to economies of 

scale and oligopolistic characteristics of this segment. Correspondingly, big companies are 

likely to integrate almost every step from the value chain, like seen with Blizzard’s app. This 

leads to highly vertically integrated companies with in-house development and own 

distribution channels of the big publishers in the market. Still, it is also possible to recognize 

fierce competition. Free-to-play emerged in the market. These MMORPGs are coming 

partially from highly financed publishing studios but also small independent developers and 

publishers like RuneScape can have great success in this market. The example of RuneScape 

showed, that even without the support of big publishers a single person, who started to 

develop a game and launched his own company, Jagex, to publish the game, can build a 

huge player-base and generate over a decade successfully revenue. And the game is still 

growing even though a browser-based game cannot hold up to the high graphical qualities of 

WoW or Aion. This was also possible as the development of technologies lowered the entry 

barriers in the MMORPG market to make the entrance of even small independent developed 

games possible. Still, the difficult economic conditions to survive in this disruptive market 

have turned the industry into a landscape of disappearing and appearing companies.  
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4.2.2.  Key Trends and Future Prospects 

Based on the previous key issues, it is possible to make assumptions about trends and future 

prospects. These trends are partly recognized by industry insiders. However, most are 

presumed and based on the qualitative analysis of the case and industry studies.  

 

(1) It can be expected that free-to-play will take over as the dominant revenue 

model and pay-to-play is further disappearing. Consumer’s willingness-to-pay 

for MMORPGs will be further stagnating as offers for free-to-play are rising. 

There has been a trend in recent years, which is recognized by many journalists and industry 

insiders (cf. Kain 2013; Ron 2013; Giffith (2) 2012). Recently subscription has been still 

considered as the predominant revenue model for MMORPGs. As many high quality titles 

like BioWare’s Star Wars: The Old Republic in 2012 and Star Trek Online in 2011, Lord of 

the Rings Online in 2010 or NCsoft’s Aion in 2012 were forced to change to free-to-play, a 

considerable trend in this industry segment started. This led for each game to an impressive 

rise in player numbers and more revenue income (Kain 2013). 

Besides freemium especially micro-transactions have been adapted to the free-to-play 

models. Also the giant WoW is experimenting in that field. One could presume that these are 

key trends which are going to hold on in the future. Not only can be assumed that free-to-

play will further be integrated successfully into new releases, but also established 

subscription-based games are likely to get under pressure through these new developments. 

This assumption was confirmed by Johannes Fuckner as well as Alexander Gigga. Also 

related to this trend is the diversification of revenue streams. Most games integrate more 

than one revenue model. They try to exploit new ways to generate revenue. This is a very 

significant trend and shows the flexibility of this game genre in terms of revenue streams. 

The diversification cannot be only seen in revenue models, also payment options are very 

diversified now compared to a few years ago. With PayPal and other online payment options 

on the rise, it can be presumed that not all possibilities in this area have been exploited yet. 

This condition concerns the whole media industry. Looking back to the developments of 

cheap digital distribution through the Internet, users are less and less willing to pay for high-

quality content. It can be presumed that this trend has not ended yet and in the future 

consumers might be even more unlikely to pay for their media content.  

The rising free-to-play model can be seen simply as an answer to the consumer and their 

behavioural changes. Further consumers seem to not further want to commit themselves to 

just one MMORPG, because of the rise of cheap possibilities to exploit many games for free. 

This is a simple supply and demand reaction. If willingness-to-pay even further stagnates, 
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media businesses like MMORPGs will have to find new ways to generate revenue. One 

answer is freemium and micro-transactions for the MMORPGs market as the consumer can 

autonomously decide how much money to spend on their chosen game service.  

 

(2) Growth of the MMORPG market is likely as the full potential is not yet fully 

utilized. New target groups and niche products could fill in the “long-tail”. 

Exploitation of new platforms is likely and would lead to further growth.  

The MMORPG market still mostly serves so-called hard-core players and is dominated by 

the fantasy genre. Of course there are already some examples of other target groups, like 

Johannes Fuckner’s game StarStableOnline, which aims for young girls. Still the potential is 

not yet fully exploited. As shown in the previous chapters, this market segment showed 

significant growth which is exceeding the growth of the whole digital game market not to 

mention other media industry segments. Still it can be presumed that this trend will go on in 

the future.  

Additionally, MMOPRGs are just experimenting to use other platforms than the PC, like 

consoles, tablets and smart phones. With the emergence of smart phones and the diffusion of 

mobile Internet the mobile gaming sector is till today constantly growing. Still mostly so-

called casual games with limited complexity are ruling this new subsector with growing 

significance for the industry. However, this trend could also open up the usability of these 

devices for MMORPGs. Still, the benefits of the PC input devices are obvious as keyboard 

and mouse are enabling the full potential of MMORPGs. Thus, new input devices for other 

platforms could be the next innovative disruption in this market segment like last happened 

with Nintendo’s motion controller innovation. 

Already, MMOPRGs experiment with supplementary applications for mobile devices like 

WoW and RuneScape probably with the upcoming upgrade in 2013. Johannes Fuckner also 

reported that an application with mini-games is in development for the game 

StarStableOnline. Other integral new platforms are already becoming big players in the 

digital game market bringing emerging opportunities and these new companies might 

become essential intermediaries in the digital games value chain, such as online portals 

(Google, Yahoo), internet service providers, social networks (Facebook, Twitter) or even 

telecom operators (i.e. Orange, Telefonica, Vodafone). Mobile equipment manufacturers 

companies could also be important (e.g. Nokia). Therefore, there are many possibilities for 

the market of MMOPRGs to develop in the future. However, certain trends, which have 

been analysed above are already remarkable. 
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(3) The MMORPGs market is very innovative and might be used exemplary for the 

whole media industry. Some revenue model concepts of MMORPGs could be 

applicable for the whole media industry in an adjusted manner. 

Interesting about this sector is that technological advancement generated by the gaming 

industry has already been used for other applications and industries (De Prato et al. 2010, 23 

ff.). Resulting from this statement it can be observed that digital games undergo similar 

developments as traditional media segments (online services, permanent connectivity, and 

media interoperability (De Prato et al. 2010, 23 ff.). But at the same time the whole sector 

for digital games undergoes significant changes quite quickly apart from the mentioned 

trends. Innovation concerning revenue models is becoming more and more key, leading into 

more and more complex markets (De Prato et al. 2010, 23 ff.). 

Until 2013, many new kinds of revenue streams have been explored by MMORPGs. The 

rise of massively multiplayer online games is closely integrated in the technological 

evolutions, the diffusion of broadband connections and innovative business modelling. 

Supplementary, the developments of the online game market is also very interdependent on 

the consumers. The beginnings were embossed by ‘hobbyist’ groups developing and 

distributing simple game codes and till today privately developed game inputs are able to 

have an impact on the whole market, like so-called “user mods”. This differentiates the 

digital game industry. Compared to other media segments, which are struggling with the 

consequences of the diffusion of Internet, MMORPGs do obviously directly benefit and thus 

are able to adapt faster to new technologies and user behaviour shifts. Even though, the 

features of MMORPGs, like network effects, longevity, lock-in effects and so on, might 

differentiate them from other media products, the trends of these markets are highly relevant 

for the whole media industry. These trends should be considered as “game-changing” 

tendencies exemplary for all media products. Therefore, some ideas of how to use these 

successful online revenue models in traditional media segments should be explored. The 

MMORPG segment already influenced some segments of the digital game industry very 

impressively. Alexander Gigga mentioned in the interview that first-person shooters are 

quite popular at the moment. He observed that ‘more and more genre try to include concepts 

of role-playing in order to make micro-transactions attractive’. He used the example of the 

multiplayer shooter Call of Duty, published 2008 by Activision. The first versions were 

standalone multiplayer games based on product sales, he explained. In Call of Duty 4, role-

playing features have been added, like level-up possibilities, unlocking of guns and cosmetic 

configurations. This enabled micro-transactions. He further explained that this influenced 

many other genres in the digital games industry like Planetside 2 by Sony.  
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It is important to find already established revenue models which are similar to the successful 

revenue models of MMORPGs in the media segment. It was shown that most of these 

revenue models found their origin in online games. Some examples of MMORPG revenue 

models implemented in other media are: Newspapers established pay-walls, which can be 

presumed on the one hand as freemium, if a certain fee from the consumer is required. On 

the other hand, if the customer can pay-per-view for an article this could be already 

considered as a micro-transaction. Advertisement is the most established revenue model in 

the media industry at the moment. Media services in the music industry established models 

very similar to the observed once. Spotify, for instance, made freemium available that can be 

easily compared to RuneScape. Many more examples of online revenue models in the whole 

media industry can be found which are similar to the successful ones in MMORPGs. 

However, it can be presumed, that most of these online revenue models find their origins in 

digital games and MMORPGs. It can further be assumed that the typical freemium and 

online subscription model has become popular through MMORPGs. But the question is if 

the trends in online revenue models in the MMORPG sector can help the media sector, when 

most models are already established? To answer this question, it is necessary to look again 

for the reasons why these revenue models are so successful: Accessibility, critical mass 

minimization, profit maximization and most of all social interaction and character 

development possibilities.  

Some examples to establish these benefits of MMORPGs into other media products are: The 

media industry could accomplish these attributes by focusing on changing the media product 

experience. As “character” development possibilities are hard to imagine for an online 

newspaper, this should be achieved by something else. So-called “gamification” could be the 

solution. Giving the media consumers the opportunity to identify with the product and to 

develop its experience, the media account could serve respectively as an avatar. The 

consumer should have possibilities through for example “scoring” for reading articles or 

recommending a media product. This can be done by points, badges or virtual currency. As 

this is common to MMORPGs, it is only effective if this happens within a social 

environment (the achievements have to be visible). This would enable a lot of possibilities 

for micro-transactions and build up much stronger incentives to purchase freemium 

accounts. The consumer could upgrade their account by buying this month’s media product 

or upgrade their account even with cosmetic gadgets. The media industry should further see 

themselves more as a platform than just content provider. This way media companies could 

utilize network effects. The concept should be: The more people consume my media product 

the more benefits for the consumers. The possibilities would be endless. 
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(4) Future research in the area of MMORPGs markets could bring more insights 

and practical findings for the media industry. 

A connecting point to future research would be to see if the innovative MMORPG revenue 

models are actually applicable to other types of media. There are surely many other 

combinations viable. It would surely be of great interest for the media industry to examine 

and experiment with these new opportunities and evaluate their applicability. Further, as 

MMORPGs are not very integrated in new devices, mobile environments and other essential 

platforms, it could be interesting to see if this area might really become the future of 

MMORPGs and other media segments. In the context of the role of licensees as local 

publishers or distribution channels not very much data could be gathered for this thesis. To 

find out the share of licensees and the terms of the royalties would be really interesting. 

Digital game distribution-sites might become even more important than today, as they serve 

as search engines to orientate in this complex market with thousands of online games 

available. Thus, it would be comparable to the position of Google and an interesting subject 

to investigate. Other social media segments also have not yet been analysed in this thesis. 

Further, the shift not only to distribution but also to content developers as powerful players 

instead of the publishers might be a viable study object. In conclusion, there are many 

interesting features of MMORPGs to investigate. 

 

4.2.3  Final Remarks 

This research demonstrated that the media economy has changed in the 21st century and that 

new media segments become more powerful while old ones struggle. MMORPGs seemed to 

be so “un-mainstream” at the first look. But they are very internationally appealing with 

worldwide huge success. Seeing them unfold as a mass medium that paved the way for 

generations of other games in so many ways can be described as nothing less than 

impressive. Whole alternative worlds are being populated by people that play together while 

engaging in social interaction of various kinds. The cliché of the anti-social gamer is long 

gone when looking at such features of communication and coordination, making it less and 

less astonishing that this medium is so much invested in and provides such a big source of 

innovation. Digital gaming has overall changed over the years and earned its place in the 

middle of the global media industry, an industry that it may overtake sometime. This study 

showed that digital games are a place to look for when in need of innovation. The dynamics 

and the fierce competition are factors that push companies to the limits, creating innovation 

in the process. Now the digital game industry could lead the way for other types of media to 

stand its ground on the incredibly fast changing and challenging markets nowadays.  
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ANNEX II 

 

Questionnaire for Expert Interviews 

0. Function of interviewee in the organization: E.g. Project manager / Editor 

 

1. Organization of the interviewee 

• Please shortly describe the function of your organization and what kind of 

interest your organization has in revenue and payment models of digital games 

 

• What kind of interest or position does your organization have in context to the 

MMORPGs World of Warcraft (WoW), Aion and RuneScape 

 

2. Revenue model 

• Which are the most important revenue models integrated in the MMORPG 

market right now / what is the revenue model of your MMORPG 

 

• How do you assess the importance of (your) revenue models (of MMORPGs) for 

the success and positioning in the market 

 

Future prospects: 

� Is free-to-play the revenue model of the future: many MMORPGs have 

recently changed their revenue model from pay-to-play into free-to-play; 

what do you think are the reasons and what are the benefits for free-to-play 

revenue models; is this trend going to hold on; does pay-to-play MMOPRGs 

have a future; how do MMORPGs going to generate revenue in the future 

 

� Are there innovative revenue models coming; how about crowd-funding, 

bundling, advertisement 

 

3. Payment methods 

• What payment methods are integrated in (your) MMORPG platforms and what are 

the payment methods most preferred by the gamer community for (your) MMORPG 

 

• Which payment method does cost least in transaction costs and does your / most 

MMORPG transfer the costs directly to their customers or indirectly 

 

• How important are offered payment options as incentive for customers to purchase 

and which payment methods are this 

 

Future prospects: 

� Which payment methods are going to rule the MMORPG market in the 
future: do you think in the future there will be one pre-dominant payment 

method and if yes, which one   
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4. Value network 

• What are integral players in your value network / in the value network of 

MMORPGs (WoW, Aion, RuneScape) and how would you assess the power 

relations inside your / this network; where would you identify essential information 

or revenue streams 

 

• What are the essential assets for your / the above mentioned MMORPGs 

 

• What role does licensees as publishers, distributors play in the value network; how 

important do you think they are; how much revenue do they generate for the 

developers 

 

Future prospects:  

� Is the value network going to change: is there a shift in the power relations 

coming (WoW still going to be leader?); how about the rising Asian market; 

new competitors / entrants; will third-party licensees going to be more important 

in the future; Is the market going to be more concentrated in the future or is there 

going to be more competition 

 

5. Functional Architecture 

• What are the benefits of client-based and browser-based MMORPGs / is your 

MMORPG playable on PC only and it is client-based or browser based 

 

• Are MMORPGs in your opinion interoperable enough?  

 

Future Prospects: 

� How about the future for other devices / platforms: RuneScape is going to be 

operable on mobile devices soon; would that be the future of your / other 

MMORPGs? Are MMORPGs going to be playable on other platforms in the 

future 

 

6. Value Proposition 

• How would you describe the position in the market of your / the above mentioned 

MMORPGs; what differentiate your / the cases from other MMORPGs 

 

• How important is user involvement and how is your /the above mentioned 

MMORPGs implementing user involvement 

 

Future Prospects: 

� Are there any trends in how the value proposition of your / any MMORPG 
is going to be in the future; e.g. more genres (compared to “fantasy” today), 

new target groups, how about casual gamers  
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ANNEX III 

 

Questionnaire Protocol 1(transcript of telephone interview) 

0. Function of interviewee in the organization:  

Johannes Fuckner, Market Associate at World of Horsecraft AB  

 

1. Organization of the interviewee 

World of Horsecraft AB promotes and sells the game StarStableOnline. We are financed 

through private investors and our aim is to develop and publish a MMORPG with the target 

group of young girls. We are complementary to most other MMORPGs, like WoW. 

 

2. Revenue model 

The most important revenue model in our game is in-game currency purchases. Since our 

game is a freemium game, all purchases are optional. You can pay a monthly fee to become 

a VIP member and you can also buy in-game currency to buy result-enhancing equipment. 

As a freemium game you always have the advantage that the game can be promoted as free, 

since all purchases are optional. This attracts more people as it doesn’t scare away potential 

customers with price tags. 

 

It is always an advantage if a game does not have any membership fee as it attracts more 

people. Furthermore, people become less critical on digital goods which they didn’t have to 

pay for. Nevertheless, having no monthly fee does not mean the game is actually free. The 

fee is just paid in a more indirect way. Building digital games always costs money, therefore 

funding must be provided somehow. If a game is free-to-play, there are most likely certain 

kinds of glass ceilings built in which can only be overcome through in-game purchases. If 

that is not the case, there will be integrated advertisement or similar methods to create some 

kind of return. I believe that free-to-play games are on the rise because customers of digital 

goods are attracted more easily if the consumption of the good doesn’t start with a purchase. 

I am sure that there will be many creative ways to make a customer either pay unconsciously 

(e.g. by sharing information or consuming ads) or in a more indirect way (in-game 

purchases). 

 

3. Payment methods 

In our game you can pay by credit card, PayPal, ELV, SMS. Since our game is sold in 

different countries around the world, the most popular payment method varies. In Germany 

and Austria it is definitely ELV and SMS payments which generate most revenue. 
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PayPal is the most profitable payment system for us since all our credit card, ELV and SMS 

payments are handled by third parties which charge quite high administration fees 

(especially for SMS payments). The PayPal fees on the other hand are quite moderate. 

If your product is aimed at children it is very important to implement payment methods such 

as Paysafe Cards as parents often pay out pocket money which the children use to pay their 

game with. In countries that have specific payment methods such as Germany’s ELV, it is 

very important to adapt to this habit. Even if PayPal and credit cards seem like international 

payment methods, it is important to respect local payment customs and include these. 

 

I think that the way money is handled has changed a lot over the last 10 years already. Cash 

is more and more disappearing and many digital payments methods such as PayPal are 

becoming the rule rather than the exception. I think that digital games will have to be more 

attentive to new innovative ways of paying as that is basically what they represent. You 

cannot expect somebody to pay for a digital good with physical money. Therefore, I believe, 

that it needs to become easier to pay small amounts of money with e.g. your phone. SMS 

payments are definitely going into the right direction, but still are too backward in their 

methods. I personally think that payment methods such as Swish will become very popular 

one day, once they have gotten rid of their last difficulties. 

 

4. Value network 

No comments. 

 

5. Functional Architecture 

The advantage of client-based games is that they have much better graphics and usually run 

more smoothly. Especially in games where the graphics are an integral part of the game, this 

method can contribute greatly to the user experience. On the other hand, having to install a 

plug-in or something similar will prevent many people who might be interested from giving 

it a try. Our game is client-based because it’s a high-resolution jump and run game with a 

very detailed story line. 

However, I don’t think it is necessary that games can be played from any kind of device, 

though I do believe that related apps (in which you can e.g. generate redeem codes through 

mini games) and other side products can enhance the by the use experiences quality of the 

game. 

 

We are currently working on an app that will be related to our game. It will be some kind of 

mini game with which you can generate bonuses for your actual account. 
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6. Value Proposition 

The advantage of our game is that the market for games that target only girls is quite 

unexplored. This allows us to spend quite little money on advertisement while having a very 

high response rate. User involvement is important, but you need to be careful with the extent 

to which you integrate your user’s opinions. We do try to take the wishes of our players 

seriously, but the more successful updates or “inventions” in our game are usually the 

product of our game designers. 

 

I think the genre of our game is already quite new as it focuses on horses and fashion, but 

like on every other market, the gaming market generates more and more specific products 

which target more and more specific groups of players. 

 

 

Questionnaire Protocol 2(transcript of telephone interview) 

0. Function of interviewee in the organization:  

Alexander Gigga, Head of Finance at Pioniergarage and Consumer Developer at 

Lengoo 

  

1. Organization of the interviewee 

Pioniergarage handles the consulting on behalf of young entrepreneurs who mostly want to 

launch e-commerce or other start-ups. Lengoo is a young company with the aim to support 

the online presence of companies, mostly game developing firms with their entrance in new 

regional markets. We have a special interest in online revenue models for new entrants in the 

market. 

 

Further I have been playing video games now for more than a decade and more than five 

years of World of Warcraft. My personal interest in that area is very deep. 

 

2. Revenue model 

As a gamer, I really prefer games based on micro-transactions. I used to buy WoW virtual 

items. The free-to-play model is a really demanding trend in the whole internet economy. 

Being successful with micro-transactions really depends on the game design. This is 

essential. Of course we also see in the whole Internet segment a trend to content for free.  

However, the e-commerce branch focuses in the first place not exclusively on any specific 

revenue model. The most crucial aspect while starting a business on the Internet is still the 

business model. We always ask first if someone is able to solve a problem and if yes, people 
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will be willing to spend money on the product or service. This is the most important for 

Internet start-ups.  

If free-to-play is going to be the future of the whole digital gaming industry and media 

industry still might be questionable. For instance, more hardware dependent segments like 

the console market won’t do with that model. However, an open platform as the PC is 

supported best by this very customer friendly revenue model and in our experience it also 

leads to the most revenue compared to pay-to-play. 

 

3. Payment methods 

Our company is not that involved in this process. I personally, always preferred debit and 

credit card solutions. They are in many cases easier to cancel and to overlook. We here too, 

see the rising success of PayPal and are sure that for e-commerce and Internet companies 

online payment methods are crucial while acting with consumers directly.  

 

Many of our customers in the media segment have asked us about new payment methods like 

Flatter. This service allows media consumers to make micro-donations when consuming for 

example a newspaper article. The consumers can upload a fix monthly amount or just simply 

by clicking an installed button on the participating media pages, donate a small amount. 

These are very interesting solutions and help consumers to easily spend money on content, 

which they might not have planned to pay  for in first place.   

 

4. Value network 

Well, digital distribution channels have become very important. As the amount of games on 

the market of games of all kinds seems endless nowadays, these channels have become very 

important. They are used to sort out,  find and retrieve information of new games simply on 

one portal. Still I do not believe that physical retailers for games would disappear.  

 

Further, I would identify a shift of power to the content creators, the game developers. If 

such models as micro-transactions, where players pay for content, are rising,  the game 

developers will become much more important. It is also much easier to develop high quality 

games today than a few years ago. The marketing is made by the distribution channels, with 

already a huge amount of customers. This shows that the importance of publishers might be 

stagnating. I am very eager to see the development on the market in the next few years. 

 

5. Functional Architecture 

New devices might become more important. But this really depends on the game-design. I 

would not believe that it is the same game experience on a mobile phone than on a TV or a 
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computer screen and the handling is very uncomfortable. Still we see at Pioniergarage how 

eager the people are to develop applications. They believe the big money lies now on mobile 

phone platforms.  

We advise our customers to first look at the business model. If you do not have a good idea 

you might not think of devices and functional architecture. This is always a step behind. 

However, new platforms and interoperability can always make up new markets and new 

customers.  

 

6. Value Proposition 

In the game segment, the idea is: try better to make a few people very happy than a lot 

people just a little bit. Especially for free-to-play games as there are so many, you need to 

attract attention. User involvement is in my eyes central. As a start-up you need to attract 

attention by looking at what potential customers might want to buy your service. User 

development is the technique to build start-ups. 

 

Overall in the gaming market, I observed a trend in the direction of shooters. These games 

are very famous right now. However what is interesting, is that more and more genre try to 

include concepts of role-playing in order to make micro-transactions attractive. A very good 

example would be Multiplayer shooters. Call of Duty (published 2008 by Activision) for 

example is a very successful FPS-franchise. The first games were only having a standalone 

single-player campaign and a multiplayer with no further revenue than the sale of the game. 

In Call of Duty 4: modern warfare, they started to add RPG-features to the multiplayer like 

level-up features over the course of multiple matches and unlocking new guns and cosmetic 

configurations in the process. This also enabled them to introduce micro-transactions into 

their revenue model. Players could unlock new guns and cosmetics by purchasing them. This 

is a development that carried through until today. With brand new games like Planetside 2 by 

Sony, the differentiation between MMORPGs and online-shooter starts to blur: Here players 

fight each other in huge, consisting open worlds and level up their characters to get new 

equipment and skills unlocked. Planetside 2 is free-to-play and uses micro-transactions as its 

main source of income.  

 

I think these are pretty good examples of how defining and game-changing MMORPGs were 

for the whole market concerning innovative revenue-models and player-binding gameplay 

mechanics. 

 


