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A. Executive Summary

The music and mobile gaming industries are fastiggandustries, where innovation plays a key role.
These industries are driven by technology innovaii@ grew with the increase of the consumption of
mobile devices. Taking advantage from this factbichwith a partnership with Rovio Entertainnfent
decided to offer the global market a groundbreakiobile casual game that revolves around music.
Thus, this product will revolutionize both induesirand will develop a link between them.

The aim is to launch this product as soon as fmtsiake advantage of the first mover advargekgey
advantage in the mobile game industry. Hence, direparpose of this Work Project was to discuss and
propose the Strategy and Business Model, contdinggnain strategies that should be followed.
Moreover, the analysis of the Porter Five Forbedviarketing Mix and the Implementation Plan were
defined. Finally, a risk analysis was performedaandntingency plan was designed to mitigategke ri
and assure the success of the product in the market

Key Words: mobile games, digital music, Business Model, Implaation Plan
B. Scope of the Work Project

This Work Project is one of the key parts of arimss proposal for a new opportunity that, dues to it
dimension and complexity, was divided into thregonaeas: Market Analysis, Product Design and
Development and Strategy and Business Modeling.&dioese areas will be studied by three students,
including myself. This business opportunity araeenfa partnership between Nmuaiud Rovio
Entertainment, consisting on the development ef\amobile app that will inset a music player it t

worldwide successful mobile-casual game Angry Biddsordingly, this Work project will design and

! Nmusic is a Portuguese Start-up, creator of rbasic
? Rovio Entertainment is a Finish game developepamyresponsible for the development of Angry Birds



discuss the Strategy and Business Model that shedtdlowed, taking into account the conclusidns o
my colleagues Work Projéct

Thus, the aim of this project is to define thetesisa and the business model to be followed in
implementing the new product that will resullt fritva partnership between Nmusic and Rovio. In order
to achieve this goal | will answer the followingearch questiongvhat strategy and business model
should be implemented to the new product? Hovirgmlirce it in the market? How will the product

create value for both the consumer and the congianie
C. Methodology

This work project will discuss and define the stygifor the product by firstly understanding thssany,

as well as the current strategy of Nmusic and Rovawder to combine them in the new product's
strategy. Secondly, a business model should bgzemiahnd discussed according to the Canvas
methodology. Thirdly, the competitive strategy Wil defined by recurring to tools and methodologies
such as the Porter Five Forces, the SWOT/TOWSanddrketing Mix analysis. Finally, as a result of
the strategic and tactic approaches, an impletioarin will be developed, describing the mairspba
and key milestones that should be monitored andgedrto introduce the new product in the market.
Throughout the work project, a literature reviewl e done at the beginning of each section.
Furthermore, the information will be collected fréigrature (market studies, articles, case stadlids
books), a survéywhich will gather the opinions of the target audkierand regular meetings with
Nmusic. Additionally, Rovio Entertainment will alpeovide data and qualitative inputs for this itpje

having Nmusic as an intermediary.

*The Market Analysis will be performed by my colleagina Filipa Conduto, and the Product concepbeitiesigned
and developed by Mariana Santos.
*Refer appendix 1 for the main conclusion and eesfithe survey



D. Business Opportunity

This business opportunity arose from three masonsa Firstly, the online industry is constantly
evolving, creating a need for innovation and chaegecially in the mobile-casual gaming industry,
providing a. contextual opportunity. Secondly, Nimbas an entrepreneur culture, aiming to expand it
business through diversification and product dpwedmt. Finally, Rovio also seeks diversificatiod an
game innovation, aligned with the success of Argjrls. Considering these Nmusic saw the
opportunity to develop a groundbreaking produtttbald combine Rovio’s game with a music player.
Therefore, this business opportunity will followBlie Ocean Stratetybecause the new product is
completely new in the market and will change thenbaries of the industry. Moreover, it will chatige

drivers of mobile gaming by adding a new featutlesin, music.
E. Company Overview

Nmusic

Nmusic was founded in 2010, by Celestino Alvesaasf Diligence Capital SGPS Group, which is the
most important shareholddis purpose was to develop an innovative solutiwndigital content
distribution that could please consumers, musiiesraind partners. Asresutt, in 2010, with PBs a
partner, musicbox was launched, which is streamingic player that contains milions of songs
available to the consumer in several mobile devices

Currently, the company works with a B2B2@odel, consequence of its partnership with Fdther
words Nmusic provides musicbox to its client (RWfych sells it to the consumers. Furthermore,
Nmusic wants to diversify its business by deveppew innovative projects, establishing new partner

to acquire new capabilities and knowledge, whitalaing to new markets.

®The concept of Blue Ocean was introduced by W.Gtianand Renée Maugborgne in 2004. It states thet B
Oceans are the industries that do not exist tauEgning the industries that will occupy unexplaegte in the market.
Thus, Blue Ocean are linked to Value Innovatiothesmust create value to the consumers and ¢orthgany.

® Refer appendices 2 and 3 for further informatiomut Nmusic and Rovio

’ Portugal Telecom — Portuguese Telecommunicationgp@ay

8 Business to Business to Consumer



Rovio Entertainment Ltd.

Rovio is a Finnish company founded in 2003 by thiggients from Helsinki University of Technology;,
Kim Dikert, Jarmo Vékevéinen, Niklas Hed, underriaene Relude. The company is known by its
worldwide successful mobile-casual game, AngrysBird

Currently, Rovio is an entertainment media conipéiay has a diversified portfolio of products, in
different business areas, including books, meramagdsoft drinks, online and physical stores and
animation, which are under the brand Angry Birdghérmore, Rovio follows a fans first approach, in
other words, it develops its products and divessis portfolio according to the expectation awtia of

its fans with the goal of delighting and surprigimem.

Partnership between Nmusic and Rovio

The partnership between the two companies will ipattemajor opportunities and challenges that must
be managed and developed in the Business Modfgtiaefion the one hand, this partnership willallo
sharing of know-how, expertise and best practiesslting in an innovative Business Model that will
join the best features of Nmusic's and Rovio's B8 Models. Therefore, the partnership will migmi
risk and lead to cost effectiveness. Also, itlelicrucial to increase the companies’ sales, albypéani
Nmusic. Finally, it will lead to a related businelgersification, benefiting Rovio by improving its
expertise in the Media Entertainment industry iakiht all its lines of products.

On the other hand, there are some challengesukgbeovercome, especially due to the differesices
the organizational culture of both companies. Tliisrences lead to different work methods and
interpretations of what should be done. Furtherrti@eompanies will also find challenges defittiey
Business Model and understanding how to link nauglomobile game3hus, there are some research

questions that should guide the development oivtiee strategy definitiortHow to mitigate the

*The company changed its original strategy of baingpbile development company to being an entertginmedia
company- Rovio intends to further develop in ther&ginment industry and has plans to become ticbigney, by
investing in animated movies and constructing @éokpark.



different cultures? The business model will beedrivy technology or media/entertainment? The final

strategy should be focused on the product feait@sthe distribution and communication channels?
F. Business Model

An analysis of the Business Model following the \@arframewort will be performed to achieve a
better understanding of the capabilities of thengahip between Rovio and Nmusic and of how to
extract value from this business opportunity. Faimework* was chosen because it allows a focus on
the crucial areas that need to be discussedigLiog a new innovative product in the market.
Customer Segments

The new product will target the global mass mdm&etuse it will be in the casual game sector dhd wi
be launched in the global market. Thus, the praslaiched to everybody who uses smart phonegstable
or computer and enjoys playing games while liggetonmusic, independently of their age, gender,
iIncome or nationality.

Nonetheless, there can be made a division intgrisups according to the level of game involvenient,
other words, according to the how committed a coesis to the game and how often he/she plays the
game. Therefore, we should divide the consumexedetight users and heavy users, which will have
an impact in the value proposition, as well ahgmevenue streams.

On one hand, light users are the consumers thabtasemmitted to the game and spend a few daily
hours playing the game, usually on public trarspbnese consumers are very important to inciease t
awareness of the game and will provide key comnoentsow to improve the game through social
networking but in term of revenue are unimportaceshey prefer the free versions of the games, ar
not willing to pay a high price for the app andhdbbuy extras while playing the gan@n the other

hand, the heavy users are committed to the gamealaiedthe existence of difficult levels that allow

19 Osterwalder, Alexander. Pigneur, Yves. 2@giness Model Generation
" Though Canvas Framework Customer Segments, VaspedRions, Channels, Customer Relationships, riveve
Streams, Key Resources, Key Activities, Key Pastiigs and Cost Structure will be analyzed.



them to spend several hours playing the game @m tagorogress on it. These consumers are very
valuablebecause they will be responsible for higher revsineams’.

Value Proposition

According to the characteristics of the new praithgatnain elements that create value are newness, s

it is a product that does not exist in the maideeating a need consumers did not foresee and
convenience/usability because joining games andt nsusiore convenient and saves time to the
consumerHence, for both customer segments the new produptavide an innovative game that
includes the possibility to choose the music, wintitincrease the enjoyment of playing casual game
Furthermore, the game offers a freedom of choigtatibrms, since it will be available in sevegal,

well as, allows communication between consumeitsyaidbe linked with social networks, especially
Facebook. Finally, the game will be affordable affet fiexible pricing options, since it will indle
prizes (new songs in the offine mode) when thewomer as passes the levels and will allow the
consumer to choose which package is better tehmhds.

Nevertheless, for the heavy users segment thechmalliadd an extra value through the extraseffer
which will include power-up that help pass thaatlilf levels and packages of sorigsreover, for this
segment the value will increase with the numbewels that the game has, as well as, its difjcdithe
game should provide a wide range of levels théihcaisly increase in difficulty.

Channels

The channels describe the way the company comnaanitsavalue proposition to its consumers. In
order to achieve a successful communication Nraogid&Rovio must use different channels in each of

the different stages: Awareness, Evaluation, PesecBeelivery and After Sale.

2This is because they will be willing to pay a mbntbe, acquire in-app purchases and pay for ettteas, such as not
having advertising during the game.



The Awareness stage is extremely important to ghevsonsumers the value proposition of the new
product. Thus, there should be an early teasmgghipromotional movies and magazine articleshwhic
will show the game before it is released, creatingxpectation that will lead to trial and purchélse, it

is vital to take advantage of Rovio's internal ctadsof communication, either through cross pramoti

in the current game, or through Angry Birds's Faoklpage, Twitter, YouTube channel and Rovio
news. Furthermore, a new Facebook page shouledtectso that consumers have direct access to
information about the new game, to all the trailétise new game and a space where they can comment
and give their opinion on the game.

In the Evaluation stage is essential to providestrial to the consumers, so that they can uaddithie
advantages of the new game. The free trial wéll §@mple of the first levels of the game with adices
limited number of songs, which will make the consumwant to play more, leading to the purchase of
the full version of the game.

Since the new product is a game that will be solthaapp, the most important channel in the Perchas
stage are the App Stores, which will be the mairitulitor of the game. There are several App $fores
around the world, both local and intemationaltiféamore, in this stage Facebook will also be an
important distributor, as the game will be inclutieits app center, even though the revenue pratess

be different. This difference arises from thetfaat in Facebook all games are played free ofelfiarg

the consumer, thus the revenues will only be diwoegh in-app purchases. Although this decreases th
revenue from each consumer, this platform prodiégher visibility and, therefore is very valuable

The Delivery stage is provided by the new gamiéétsd its unique features, since it will delivee t
value proposition to the consumer. In other wargsconsumers will have access, through the new

game, to a set of features that will be valualtiesto.

BThe most important are Android Marketplace, Appip Store, BlackBerry App World, Nokia Ovi Store Adlbws
Phone Marketplace and Google Play.



Finally, the After Sales stage will be achieveviay tlifferent channels. On the one hand, the custome
will have direct communication with Rovio and Nnousirough Rovio's website, by filing a form,
where the consumer can express his/hers difGuti@nplaints and suggestions. Moreover, Rovio's
website will also have a section that explaingjéinee and has the answers for the EA@s the other
hand, the customer may contact the companies thirmgp’s social networks, which are Angry Birds’
Facebook and Twitter pages, the blog Angry Birdg'Rend the new game’s Facebook page. Thus, in
these channels the support after sales will bdynaoste by the consumers, who will help each other
overcome the problems.

Customer Relationships

There will be an automated service relationshipvdwmst the customers and the companies. In other
words, the new game will provide personalized siiggs of power-ups and songs to its consumers but
there will only be direct contact with Nmusic oniRafor problem solvintf. Thus, the game will be
designed to automatically associate the consulaites and make suggestions according to them.
Nonetheless, assuring loyalty and managing thenoestelationships are extremely important. THis wi
be done through social networkifigllowing the customer to provide feedback, stiggestand
complaints, as well as, through constantly impgptie game and music content according to the
customers’ suggestions. Additionally, the compasaedake advantage from the existent loyaltyeto th
band Angry Birds.

Revenue Streams

The revenue streams are, not only essential énidioess of this project, but also a major challtage

had to be overcome. In other words, a new revendelrshould be designed, so that it is possible to

Yfrequently asked questions

Pywww.angrybirdsnest.com

'°As explained in the section Channel - After Saleges

Through Facebook, Twitter and Angry Birds Nesbaained in the section Channel - After Sales stage




achieve profit, which is has proven to be a clgdlén most companies in the mobile gaming industry.
Therefore, there are several options that carmisileced in order to achieve this goal:

Firstly, the current model that Nmusic follows insiabox can be used. The revenue stream of musicbox
is achieved through a monthly fee charged to thsuooer. However, even though this model would
generate high and steady revenue streams, ther@datt will be a mobile game so it can be difficu
implement because consumers are not willing tapagnthly fee for mobile games. Thus, this revenue
model can only be implemented if the consumergsiadd the added value of the possibility of having
amusic player in the game.

Secondly, Rovio's revenue model can also be admmck, especially because the company is already
successful in the mobile gaming industry. The comfmlows a revenue model that consists in offerin
an initial free trial with a few levels, leadingftie purchase of the paid app for the full gamditiddally,

there are in-app purchases available to the corsuroesisting in extras/power-ups that enhance the
game. Moreover Rovio's games are available on Bakeimd Google Chrome, which have different
revenue strears based in in-app purchases.

Thirdly, a revenue stream can come from advertigemeferably of music. This can be a source of
revenue as artists and band will pay to havegheims advertised, or it can also reduce the ¢aaiss
since the record labels will require less levplagiment if certain albums are advertised.

Fourthly, the companies could organize live cortipei of the new game, charging a fee to the
participants. Although this may not be the mainiceoaf revenue of the game, especially because it
requires that the game is already establishectimtaket, it will be a good method to attain more
revenue though the game.

Finally, merchandising can also be a good souioeahe for this project and allows taking advatag

of the expertise that Rovio already has in thesingulherefore, this may became one of the main

¥\While on Facebook there are only in-app purchaseSpogle Chrome the revenue arises from in-aghases and
paying to not having advertisement of other Royiaslucts and games.
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revenue streams after the game is known and reedgeince joining Angry Birds, an already well
known bird, with famous music figures, such as ddviaa Angry Birds, would be extremely attractive
to the consumers.

In conclusion, the revenue streams of this progdie a mix of the five discussed before, whicbudd

be divided into two separate groups: the reveoune the game and the extra game revenue. On one
hand the game revenue will follow Rovio's revenaeleh) with a paid app thagives access to a limited
number of songs and paid power-ups and packafiey sbngs. However the game will also have a
premium subscription with a monthly fee that presid larger number of songs available online and
offine. Moreover, advertisement will be used tuse cost with music content. On the other haed, th
extra game revenue includes live competitions waiteland merchandizing, which will be done in a
second phase after the game achieves a high sndoessarket.

Key Resources

To identify the key resources needed to undettakproject, these should be divided into fouewcdfft
categories: Physical, Intellectual, Human and Eiakfirstly, the Physical resource consist in thersyste
needed to develop the game and to assure thakg. Wbus, this is a resource that both Nmusic and
Rovio already possess and understand how to teketage of it.

Secondly, the Intellectual resources are the i#agdy Birds and the partnership between the Nmusic
and Rovio. On the one hand, the brand Angry Biikisrawide reliance from the consumers in the new
game, which will facilitate the entrance in theketOn the other hand, the partnership betwedéndhe
companies is crucial to the successful developafidhe game because the expertise of both is need.
Furthermore, a key resource that must be develofigd project is the capability and the technplog
access of connecting game with music. In othersyBolvio and Nmusic must understand how music
is connected with mobile games, as well as, ledimktboth features to achieve a final produdtitha

harmonious and attractive to consumers.

11



Thirdly, the Human resource is the knowhow in gaanel music from Human Resources of Rovio and

Nmusic. Thus, as already mentioned, the expéatisajiedge and experience from the employees of

both companies are crucial to create and devedopetiv productinally, developing a new game that

includes music will require high initial investmest the Financial resources are extremely impbttan
Competitive Advantage of Resources — VRIO Framework

In order to assess the competitive implicatiortkekey resources, a VRIO analysis was performed.

Through this analysis it was concluded that allréseurces previously described are a source of

competitive advantage, although not all possesstarsmble advantage.

First, the Partnership betwe( Resource /Capabilites’ V | R | | | O | Competitive Implications
Partnership between vivivly Sustainable Competitive
Rovio and Nmusic is a source Rovio and Nmusic Advantage
' ) Angry Birds Brand v viv v Sustal/z:bla(lemc;or:petltlve
sustainable competitive advanta . _— vantage
Rovio’s expertise in v | v | % v Temporary Competitive
L . casual games Advantage
because it is a unique partners, Nmusic’s know how in Vvl v Temporary Competitive
. music Advantage
that provides the neede Ability to link mobile v v x Temporary Competitive
games with music Advantage
knowhow to develop the new Figure 1 — VRIO Analysis

product. Moreover, it will allow both companiegtofit from the partnership through the added vaiue

the new produciSecond, the Angry Birds Brand is also a sustaicabigpetitive advantage, since it is
rare and difficult to imitate and allows an eadgation from consumers.

Finally, Nmusic's and Rovio’s expertise, as welllagir capability to link mobile game with musie a
temporary competitive advantages, for the reastralthough these resources are valuable, rare and

allow the companies to use it to their advantagg dan be imitated since knowledge can acquired.

®These resources will be achieved through invetstarsvill provide the necessary capital, as it béllexplained in the
Partnerships section

12



Key Activities
Due to the characteristics of the new product, twisiancluded in the mobile gaming industry, the
activities in this business model are in the caei@latform/networi®.

Value Chain Analysié'
According to the Value Chain there are two maiedyyf activities, the primary activities (key atts)
and the secondary activities (support activiidgse activities will be a mix of the current Valiigins
of Nmusié? and the mobile game industhywhich have several activities in common.
Hence, the primary activities in this project \uil# Marketing and Sales, Customer Service, R&D,
Negotiation and Contract Management (for musicraokile platforms), Content Management and
Game Development and Design. Even though all gogisities are directly linked and contribute © th
final product, the most important activities aregdiation and Contract Management, Content
Management and Game Development and Design.
The secondary activiies will be Human Resourcesmalytament, Financial Management and
Technological Infrastructure, since these aredivdties that, although are not directly linkedtte final
product, are necessary to achieve it.
Key Partnerships
This project has three main types of partnersNips)sic's and Rovio's Collaborative Arrangement,
suppliers and investoiBirstly, this business opportunity arises fromrinpeship between Nmusic and
Rovio to develop a new product that combines nansienobile games, which are the core strengths of
the companies. In other words, this partnershiprevide the necessary knowledge and infrastesctur
to the development and distribution of the newymteivhich is not possible to be done just by btieo

companies. Accordingly, this Collaborative Arrangatwill be a Strategic Aliance because its parpos

*To have a better understanding of the key activitialue Chain Analysis for the partnership weseed.
*'Refer appendix 6 for the image representatioredPthject's Value Chain

*’Refer appendix 4 for the image representatioredfithusic’s Value Chain

>Refer appendix 5 for the image representatioredfibbile Game Industry’s Value Chain
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is to share knowledge that the companies do notbgvihemselves in order develop a new game,
joining two different industries.

It could be argued that a Joint Venture would beyipe of collaborative arrangement to be followed
because the companies are creating a new produethisless, it is not the best option since tak fin
objective of the partnership is to develop a newegander the brand angry birds, instead of creating
new brand. In other words, the objective is toldp\enew product and not a new business. Therefore
creating a new company owned by Nmusic and Rowiat isleal, as it would increase complexity and
costs and would not be possible to take advarfttigelmand awareness that Rovio's games have.
Concluding, a Strategic Alliance should definedhrnership between Nmusic and Rovio because it
allows the share of knowledge between the compatieh operate in different industries, to achieve
benefits for both, without increasing cost and dexitp associated with creating a new company.
Furthermore, a Strategic Alliance will allow a Haghproject orientation, which will benefit the
development of the product, instead of being foouke new company, and will provide the chance to
test the innovating business model that arisestifrelpartnership.

However, since a Strategic Alliance does not iegadd the companies to the project there is ahigh
risk of separation and less control of the owner3ihius, a good relationship between the companies
crucial to the success and the future of the pemjet; therefore should be a priority. To achiegedeal
relationship both companies must understand tlamipegjon cultural differences that affect the work
and should clearly define the responsibiliiemoheHence, Rovio will have a higher level of abeaind
responsibiliies, as the final product will be alleogame and given that Rovio is much larger than
Nmusic. Moreover, a new team, including workersnfidmusic and Rovio, should be created to
develop and manage this project, so that theoredbip between the two companies is monitored and

strengthen.
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Secondly, the suppliers in this project will beddd in two groups, the music suppliers and theegam
suppliers. The game will have large music cortissttibuted globally, that will be supplidy all the
entitie$* that possess These music entities can be local or global, mgémi there is a high number
of music entities that own the songs that areddtall over the world. Therefore, it is importarin a
first phase negotiate with the global music estitiat possess the most popular songs worldwide and
second phase contact the local entities in ordelaiat the content to the local tagResyarding the game,
the main suppliers are the progranv/software whergame is built and middleware compdnies
Although there are several different operatingesyst the game will operate in the most populdiein t
markef®,
Finally, the investors will be very important tayde the funds needed for the initial investmént o
developing a new game. Therefore, these are dnutiia development of the new game since without
them Nmusic and Rovio do not possess the neceapiayto invest. Since the final product is agn
Birds game, the investors that should be Atomictuved’, Accel Partneféand Felicis Venturéd
which were Rovio's investors in previous projects.

Industry Mapping
Through the analysis of the industry map it isiplests identify all the stakeholders in this poojeand
how they are interconnectédost of these stakeholders were explained thringgbrévious analysis of

the sections of the business model. Nonethelegglaies, Manufacturers and OMEs and Competitors

**These can be divided into two groups: first thieamat composers and publishers; second the arist&; producers,
record labels and digital music aggregators.

>Middleware companies are the providers of the madlalices’ operating systems

**The most used operating systems are Android, Wmdhene, iOS, Nook, Symbian OS, Bada, Black Beatyn
Web OS and MeeGo.

’Refer appendix 7 for a description of Atomico Vezgu

®Refer appendix 8 for a description of Accel Pastner

*Refer appendix 9 for a description of Felicis Vezgu

*This project has nine different stakeholders: Qmess, Investors, Regulators, Manufacturers and QMEs
Distributors, Game Suppliers, Music Suppliers, G&apetitors and Music Competitors
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(both of game and music) have not been mentiorfiae dbese are four stakeholders that are netlink

with the new product but e
Buich id Laptops :
. . . Slmﬁir Dm E—
have an indirect influence N T e
T
the business model. _y
2n

ROVIO

; Game Suppliers wmic Suppliers
legal boundaries in which' - Tl
_ B : Asrsgators
the project can operate i
according to the country.<s
Figure 2 — Industy Map
This will mostly influence the acquisition of camitéor the game for the reason that music riglkts ar
highly regulated and protected by laws.
Second, Manufacturers and OMEs produce the dewvoere the game will be played, which are
smartphones, tablets and PCs. These devices essamgdo the success of the project because twithou
them it is not possible to play the game. Neveskghlthough some of these may influence thessasin
model because they are also middleware compadietisaitutors, the others do not influence itesinc
their industries are already well establishecdmtarket and they do not have an impact on thegtrod
Finally, the competitors in this project must beded into game competitors, which are other game
developers, and music competitors, which are pibeic streaming platforms; this is because the fina
product will combine a mobile game with a simpteashing platform. The competitors will mainly
influence the value proposition and the chanmels giis essential to deliver a product thatigugrand
adds value to the products of the competitors.
The analysis of the industry map also allows dpweldhe pocket stakeholders approach, which shows
how the different stakeholders affect the projadt\ahat is their interdependence. Hence, firsély th

partnership between Nmusic and Rovio is the gjqutimt of the whole project, since from this atbee

business opportunity. Moreover, through the pattieand its knowledge an innovative product will b
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design and developed, which will attract investdlgese are the second stakeholder need for the
development of this project, since they will previde needed funding to negotiate with supplier$can
develop the gamé&hirdly, the music suppliers, both the record laiel the digital music aggregator,
should be attracted as they provide part of themiomeeded to develop the game, which is a kieydea

of the final product.

Fourthly, after the new game is developed, neigotiatith game suppliers (mobile platforms) ant wit
distributors (app stores) should be started, sahtbaPartnership can ensure that the game will be
available in the key channels and to the key caarsudinally, manufacturers and OMEs are also an
important stakeholder to the pocket stakeholdeoagipfor they provide the physical devices witngre t
game will be played.

Cost Structure

To develop and distribute the new game the congparilencur in several costs, which are mainly
linked with the activities of the value chain, dsal previously. Thus, on the one hand the mais co
will be the development of the game, negotiatirig miusic entities, buying the rights to the sdmgyge
access to operating systems and app stores sélkdbsts will be fixed, besides the music coritatista
variable cost, since it will depend on the numbtame the songs are heard. Nonetheless, thesenibst
decrease over time as the relationship with suppliel distributors is strengthened.

On the other hand, the secondary costs, whiclobdirectly related with the development of thalfin
product, will be the costs with human resourcesketiag, after sales assistance and infrastructures
Since these costs are not linked to the prodyohitiée monthly fixed costs, excepting marketiogts

that can become variable because the new prodiumiwiadvertised through social networks, which
will decrease costs. Likewise, the costs with afiles assistance will also be minimal since itibev

done mostly through blogging.
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G. Competitive Strategy

General Strategy”

In this project the management of the partnergtigden Nmusic and Rovio, as already mentioned, is
critical to the development of the final produan€zquently, both companies should firstly focus on
strengthen their relationship and on discussinglagmihg their main goals and objectives for tiogept.
Furthermore, marketing will be very important beestis crucial to show the value of the new game
the consumers before it is release. This willteah early adoption, defining the success ofdheegn

the market. As a result, choosing the correct camaation and distribution channels and the most
suitable revenue model are crucial for the prajdsa, it is also important to continuously enhahee
game by releasing new versions to improve thal mérsion and meet the consumers’ expectations, as
well as, to continuously increase and update tiseiTontent.

Finally, even though goal is to distribute the gameddwide, the game should on a first stage be
distributed in Europe and North America and onlyacsecond stage it should be spread the other
geographical regioffs This is because in these regions music tastesitaen, allowing the game to
have globalized music content, delaying the nedddal content to a second phase, which will reduc
the initial costs with music content.

Porter’s Five Forces

In order to help understanding the forces that halvave the strongest impact in the mobile game
industry combined with the music feature of the mgame a Porters Five Forces Analysis was
performed®. This analysis will be extremely important to define best strategy to be implemented

because it identifies the forces that the strategyld be more focused on.

The strategy that should be followed to developiaratiuce the game is described in detail in et sections in
the Business Model analyzed previously.

**The explanation and order of market entry are dpeelin Ana Filipa Conduto’s Work Project

*3To perform this analysis the view of the develdper gaming industry was taken, for the reasorthisproject has
as afinal objective to develop a new maobile gaitieénan integrative process to streaming music.
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Through the analysis it is clear that linking tregeindustries will have a posttive effect in ihgustry,

Threat of New Entry- Increasingly Low

1. Low entry bamers in the market
regarding legislation and access to
platform s

2. Moderate initial investm ent

3. Difficult to negotiate with record label,
especially at a global level

4. Needto acquire new cortent adds to the

cost
. . . '/ Internal Rivalry - Moderate
in a mobile game. Firstly, I No direct competitors

2. Marnyindirect competitors, bothin the game
. . and in the music streaming industries
the Entl’y Barﬂers VV|" 3. Marry gam e developersare not competition
to companieswell established in themarket,
sinnce theyare notable to achieve positive
profit, which lea ds to short life tim es.

which will lead to a

Buyers Power — Moderate/High
1. Low switching costs
2. Consumersafre price senstive, in
otherwords, theyarenot willing
to pay much for the zame
3. Highnumber of potential bayers

technology convergence

to include music features

increase because linking

Suppliers Power - High Threat of Sustitutes - Moderate

. Maobile games are considerad filling time
activities, sothereare many other activities
that fill time, such as watching TV or
browsing the net

. We can have the services separately,

. Preference for other types of games, not
mobile games

. Themiddleware companiesand distributors
have thepowerin theindustry because they
are the connectionbetween developers and
COMNSIM ers

. Recordlabels andmusic aggregators have
mostof power overmusic, becausethere is a
dependence onthem to acquirethe contert of
the zame

music with mobile game

requires specific

knowledge that is not

Figure 3 — Porter Five Forces

easily attained, reducing this threaecondly, the Threat of Substitutes will decreatie the new
product, since the new game has unique featuites imarket. Thirdly, the Buyer Power will decrease
because the switching costs will increase, asotimers will lose the music features, as wethas,
songs earned by passing levels by changing to garea: Fourthly, the Suppliers’ Power will decrease
because there will be a tendency to vertical tiegrby the companies or through partnerships.
TOWS Analysis

ATOWS analysis was performed to discuss thegtratembinations between interal and external

Opportunities Threats
1. Consumets are lockmng for the newest | 1. Indirect competition 1s high
mnovations 2. Tt 1z difficult to achieve 2 suceessful
2. Games and music are mterconnectad revenue modsl m the paming
3. There iz 2 high number of consumers mdustry

iaa

that 1z eager to play new mmgry birds | 3. No brand loyalty, comsumers will

games switch for the novelty
4. Growing of the tablet 2nd smartphone | 4. Difficult to predict the success of 2
markets new game

SO ST

Strenghts :
1.5trong Brand Awareness from Anpry Birds
2 Expertize and kmowhow from Nmusic and

Fovie m music and game, respectively
3. Innovatrve product
4 First mover advantage

Weaknesses
1 High dependence of the success of the
parmership
2 High cost to negotiate with record labels
and to obtain music globally
3 Possibility of mitztion

- Provide 2 product that is completely
new in the market

- Bemg mterconnected with the brand
Angry Birds will lead to exly adoption

WwWo
- By tzkmg advantage of the novelty
factor of the game to becoms

successful, will decrease the costs of
cbtzming music

Figure 4 — TOWS Analysis

- Tzke advantape of the companies
knowledge to develop a profitsble
revenue model
- Thers 13 a higher probability of
success if the game i3 linked to Angry
Birds

WT
- The umique festures of the product
will reduce and create distance from the
competition
- Identifyng the pomt of divergence
between  the twoe companies  and
formimg 2 mew  team with
representatives of both compames will
lzad to 2 successful partmership
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factors and develop tactical views for the impleatien process. Therefore, the main conclusion was
that the newness of the final product combined thwtrstrength of the brand Angry Birds will pose a

major advantage.

Marketing and Sales Strategy and Tactics
To introduce the product in the market the maxedind sales strategy and tactics has to be clearly
defined, as it enables the companies to show deel adlue of the final product for the final consym
as well as, to extract value from it. Although thislready included in the Business Model Analysis
especially in the Cannels section, an analydsedffarketing Mix will summarize the maost important
aspects of the section.

Marketing Mix
Product™: The final product will be a mobile game that reeslaround music, allowing freedom in the
choice of the music played according to genderetar, the game will be directly linked to the gend
chosen through the environment, avatars, powearapieedback mechanisms. The gamer will initially
have access to a set of songs, which can bedistérie playing, and will be able to increase tiaob
songs by purchasing playlists or by a premium sptisic. Also there will be an offline mode.
Price: The game will have a free version, with the initals. Then the game, power-ups and music
packages (playlists) will have a cost of 0.99&heamore, the premium subscription will have aabst
2.99€ per month to have access to a higher nurdngs. Finally, each player will have to pay@.99
to enter a worldwide tournament.
Place:As described in the Channels’ section the gambendiistly available in the most used app stores
in the world because it allows a larger accesgetodnsumers worldwide. Nonetheless, the gamelshoul
continuously increase the number of app storeewitieavailable, in order to increase its aviliilatm

the final consumer, becoming available to all coress worldwide.

**The concept of the product is explained in moraildetVariana Santos’ Work Project and in appeadix

20



Promotion:To promote the game is essential to reach theroersicreating expectation that leads them
to play the game through the free trial, showiegttded value of the new product. To achievertiss ¢
promotion in Rovio's network is extremely imporfasihce it will reach directly the players of Angry
Birds, while reducing costs. This will be achielagdaking advantage of Angry Birds’ Facebook and
Twitter pages, the blog Angry Birds Nest and tivegeme’s Facebook page, while advertising the game
the existent Angry Birds games. Moreover, tradétie game should be released to show how it will
work and to provide a visual image of the game.

People:In this project the know-how and experience oftbikers of Nmusic and Rovio are crucial to
develop all the features of the final productxataged in the Resources’ section of the Busivestzl.
Thus, these workers are crucial in the initial pathe project, when the game is developed, Hiut wi
continue to be important to solve technical diffiesiand to improve the game by developing negldev

or extensions and increasing the musical contemedvier, a new team will be created to manage and
develop this business opportunity, which will ciortepresentatives from both companies.

Physical evidencdn this project, the physical evidence will be ¢faene/app that is installed in the
mobile device of the consumers.

ProcessThe consumers will have to undergo a simple prazessjuire the game, since they only need
to search the game in an app stores, buy it dalflingfter this simple process the game isydadbe
played at any time.

H. Implementation Plan

Taking into account the strategies and tactiasagireviously, an implementation plan will begieel
according to the Four M's Methodoldgywhich will define the stages that should be id to

introduce the new product in the market.

**In this section there will be an analysis of Mergrigl, Minute and Memo, in other words it will bdirke the
human resources and the money needed for thetpadjdite steps that should be followed, as veelttae objectives
and key performance indicators of the project.
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The Four M’s Methodology
Men: As already mentioned, to develop this project tisetee need to form a new team that includes
representatives from Nmusic and Rovio and spésialismusic and mobile games. Thus, the new team

should be formed by six people that will be fulglidated to the development and maintenance of the

new game and the partnership, Task Fenction
Technical Manager Responsible for developing and mamtaming the music player
as well as, managing the : elopi - mprovi
ging Game Developer Responsible for developing and designing the game and for improving and

maintaming the technical quality of the final game.

rel aﬂonShipS with distributors Contract and Content Responsble fornegotiating with recardlabels and digital aggregatarsto constanty
Manager improve the music content of the game.

Platforms’ Contract Manager Responsible for negotiating with mobile platforms and distibutors.

and suppliers, which will be — - e . :
! cnusic’s R . sponsble formaintaining the goodrelatanship betwean Nnmsicand Rovio, as
N s e well as, for strategy and marketing.

i . . Responsble formamtaming the goodrelationship betwean Nnusicand Rovio, as
essential to the success of ANQIY  govio's Representative S R

Birds Music in the market. Figure 5 - Implementation Plan: Men
Money™® The development of the new game will require aalimivestment of 183470€ that
corresponds to capital necessary to perform a tmesearch, develop the features of the game and of
negotiating with record labels, digital music aggters, middleware companies and distributorselhs w
as, the travelling cost and training the new téamihermore, the net income of the project initke f
year will be 12,360,274.56€ taking into accourdgstimation of revenues and operational cost, indud
salaries, music right and payment to distribuldns value is expected to grow in the followingrgea
especially due to the expected increase in presubstriptions.

Minute: To successfully implement the new product in thekebdhere are several activities that
should be performed. From these the most impartitie negotiation between Nmusic and Rovio and
establishing the terms of the Strategic Allianegptiation with distributors and the music contétite
game. Moreover, hiring and training a new teamyedlsas, continuously improving the game and

launching marketing campaigns, are also extremgigrtant in the implementation.

3% Refer appendix 12 for the estimation of initigkistment, net income for the first three years
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Code Activity Duration | Dependency
Act 1 Neguuannmdbl\tetw?m Nmusic 3 months ~

e = “:; — " 2014 2015 2016

ign Contract estzblishing the :

Act. 2 Strategic Alliance - Act. 1 123 456789 101 12123 ..

Market Research to understand 1 | = 1 2 3
Act. 3 the consumers preferences 2 months Act2 . ’

Defme the features of the game 3 -
Act. 4 | and the strategy to introduce it 1 month Act. 3

in the markst 4 -
Act. § Find Funding for the Project 3 months Act 2 5 —
Negotiations with Fecord } )
Act.6 | [ 40”aaD igital Aggresators 4 months Act2 4 : = =
Hire a new team to be
Act. T charge of this project 1 month Act 2 3 _
Act. § Tram the team 2 menths Act 7 9 —
Act. 9 Develop the Game 6 months Act 1-5,7.8
o . e 10 ‘
Act.1g | cgotistion with Mobile Jmonths | Act3.4,6
" Platforms and App Stores T 11 =
Act. 11 Test the fmal product 1 month Act. 9,10 12 —
Aect. 12 Moarketing Campaigns Centinuously Act 9 13 *
Act. 13 Lzunch the Game - Act1-12 —
Act. 14 Improve the music content Continmuously Act 13 1
Act1s | Developumewlevedsand oo o0l Aoty | o l
extensions P 16 - ’ ’ ’ ‘
Mesting hetwaen the two Every 3 K . .

Act. 16 “companies mﬁﬂg Act. 1,2 Figure 6- Implementatin Plan: Minute (Chronograi

Figure 5- Implementation Plan: Minute (ActivitieDescriptiot and Dependenci
Memo: To assure that the implementation plan is followeditical to define the objectives in each

strategic theme and the initiatives to achieve,taenording to the strategies defined previously:

KPFE Target Initiatives
Acieve 3 nlion .
N - sustamable cost andrevermetmodet
Profitabiiy; e oo
. -Effective  conmmmmncation with the final
Salesrevernie and vohrme rlion prenmm users P—
mn the first vear
. . |-Free mal
Bemthe fistplacem . . .
Sales vohmme the salerarkingin all -Contimious corrmmumcation with the final
app stores CONSLITIET,

-Defneﬂ]e’l-:q&mnelofcmmmtkm
Six colaboratorsthat - Paform an application process open to
Nimmber of ennployess;
CV_Ed ° iz and haveabackgroundin | everyone, with espedal mddence mMNmmsc’s
. nuEcornmoble | and Roviosnetworks;

P F games - Tramthe newtsam
Reports onwoddwide rusictastes; K‘]“‘ ldgeofthe | ) et Researdhy
List ofthe most heard songs pa deide | Consumers” feedback;

Figure 7 — Implementation Plan: Memo

l. Risk Analysis and Contingency Plan

To the success of the implementation of this wisjegt, it is extremely important to identify theks

and develop the contingency plans to mitigate tBemit was identified four major risks in thisjpot

Area Risk Contingency Plan

Partnership | The partnership between the Nmusic and Rovio nibgsoccessful. | Form ateam with members from both teams andraigobjectives.
Develop a good communication strategy that cisiatys the value
ofthe product.

Offer a free version of the game with the initial.

The consumers may hot perceive the added vahebtuct, which

Product will decrease the consumers'willingness to pusthagame.
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a) Inability to achieve a revenue model that proyidetive marginsa)  Perform a market research should be performedhievea

of profit, because it is one of the major challsigthie mobile gam better understanding of the consumers and howsfiesyd

Revenue industry. money with game. Based on the results design eepemue
Model b)  Unwilingness to pay for the new mobie game, dyethe model, taking into account the hypothesis desqilsibusly”

package with a monthly fee, which will have a fiigpact on|b)  Change the revenue model and focus it in advestisenstead

revenues. ofin consumers’revenues.
The proposed investors - Felicis Ventures, AcaghdPs, Atomico| Search for other investors within the mobile ganaing music
\entures - may not be wiling to invest in thiggsb streaming industries, starting with Nmusic's irarest

Financial Propose to Content Distributors and Record Labeisegships to

raise the necessary capital need for the developtiengan.
Figure 8 — Risk Analysis and Contingency Plans

J. Conclusions and Recommendations

The result of this work project is a revolutionaiginess model for an innovative technologicalymipd

as it combines the best features of two differgsihibss models. Therefore, since consumers ardaeage
the newest innovation, being the first to entemthgket is an enormous advantage because itadlilde
early adoption and increase differentiation fraercttmpetitors that enter the market afterwards.
Furthermore, for the success of this new project thre six areas that are extremely importastlyfir
strengthening the partnership between Nmusic and Barucial since the whole project depend en th
knowledge that results from it. Hence, throughbbtitestages of the project, this partnershipldhmel

one of the most important issues. Secondly, tevaehi successful product and strategy it is esgenti
have accurate market knowledge regarding consyoneie'ences and needs, with a focus on music
taste and gaming habits. Thirdly, it is importargstablish a relationship with the suppliers aficand
games, to decrease cost in the long run and &asacthe content and channels of communication.
Therefore, Nmusic and Rovio could establish pattips with the major OMESs in the world, such as
Apple, Samsung and Microsoft, in order to haveaareeaccess to the main distributors and mobile
operating systems, which belong to them. This wallddl a decrease in costs since the OMEs would

benefit from the new game’s success.

%7See the discussion of the different Revenue Striegthes Business Model

38Although these are not common investors, the caegpanuld show them how investing in this new garoeld
benefit them, since they possess resources thageuled for the development of the game and thatakéase profit
for them if the game is successful in the market.
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Fourthly, using the brand Angry Birds and Roviesvork will be extremely important to, on one hand
increase awareness, early adoption and loyaltyprariide other hand, decrease cost with marketing,
while reaching the desired public audience. Heheenew game will have to meet the customer’s
expectations and improve the game according tugtemers’ suggestions to assure their loyalheto t
game and reinforce their loyalty towards the Aliifgs brand.

Fifthly, the new game will lead to an extensiotiefProduct Life Cycle that arises from the contibima

of mobile gaming with a simple music player, begdiudevelops a completely new feature in mobile
casual games. Thus, this new feature will allownABgds to increase loyalty and the switchingsost
for the customers, since they will lose the adesausic by changing to a new game. Moreover, the
game will increase the value proposition of motiening by linking two features that are usually
interconnected (music and mobile games), providsgglom to choose the package that best fits the
consumers’ need and allowing for social interaction

Finally, even though the final goal is to lauriel game worldwide, it should be launch firstlyhe t
Occidental World to decrease initial costs and txig’.

Furthermore, it is also important to understanddifierent scenarios that can be discussed for the
Business Model. In this Work Project, the Busihdsdel was focused on the product, meaning that it
revolved around the product features and on haxtitact values from it. Although, the product will
always be important for the Business Model, threretaer options for it.

Firstly, it can be focused on the partnership mtMmusic and Rovio and on the opportunities thgt m
arise from it, such as develop other mobile-caasaks or a combined streaming platform. Secondly,
the Business Model can be focused on partnershifpsO&EMs, which are the owners of mobile
operating systems and app stores, as a way tthearsecessary initial investment and reduce dbts.

can also lead to a vertical integration, as it swyerge to the creation of a Joint Venture between

*® The reasons for the choice of region are explairie General Strategy
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Nmusic, Rovio and OEMs, eliminating one importapipers and distributor. Finally, the Business
Model can revolve around merchandizing becausetgame will provide the opportunity of creating
new line of merchandizing, which can be extremeftable. Accordingly, the Business Model could
be developed taking into account that this feataréd be the main source of revenue.

To conclude, this Work Project discussed in dbiBusiness Model and the Strategies that sheuld b
followed resulting in the development of an Impletaon Plan. Nevertheless, this study has some
limitations since it only corresponds to my anslgsid conclusions, based in information provided by
Nmusic and the available literature. Moreoveacks crucial information from Rovio, especialiyinat
concerns game development and costs, which magihawpact in some of the conclusions and results

achieved. Accordingly, this Work Project shoulddielated and complemented by Rovio's members.
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Appendix1: Suvey’'s Results

<18 (3%)

26-35(14%)
36-45 (5%)

' Portuguese (82%) g LA
|

ﬂ Non- Players (16%)

<500€ (58%)

500-1000€ (25%) 5{' Other Europeans (119%)
B 1001-2000¢ (7%)
>2000€ (10%)

_ North
"" American (29%)

Devices / Platforms Preferred

A nstan (1%)
-,

B} smartphones (46%)
' I GameApps (6%

X3 posaaw)
I%%R fo o Sodal Platforms (329%
l): S A )

Other Important Facts:

= Majority do not spend money in games, playing only free games or
demos. But, from the group that spend money, 709 spend less than 5€.

= 55% play new versions, motivated by curiosity (76%), addictiveness
(16%) and brand loyalty (18%).

= 56% played at least once Angry Birds and 34% played one of its spin-offs
confirming their interest in new versions.

= 75% of current players affirmed to play at least once a weak and 26%
play daily, whereas 83% listen to music more than once a day

= Only 10% stated to listen to the music of the game normally; 5% dedared
they don’ t pay attention, 34% tums down the volume, 33% tums it off
as soon as the game begins and 18% tums it off to listen to a personal
player.

* 56% value the possibility of selecting the soundtrack of a game
and 71% value the option of having an unlimited list of music.

= Still, 56% showed concerns regarding des-contextualization and

. Tablets (34%) its impact on game performance.

| Sources: Google Forms (Summary of Responses)

Appendix 2: Nmusic

Nmusic was founded in 2010, by Celestino Alvegaef Diligence Capital SGPS Group, which is the
most important shareholder. Its purpose teagevelop an innovative solution for digital cofite
distribution that could please consumers, musiiesrand partners. This idea arfsen Celestino’s
previous experience with MusicaOnline, the firstugpiese online music store founded in 2002. @espit
the success of the company, its long term sustiynabs questioned because consumer did nottavant
buy music, so the value of downloads in the marsstresidual. Consequently, MusicaOnline was sold
to PT to be integrated in the Sapo brand, sténingartnership between Nmusic and PT.

Thus, in 2010, with PT as a partner, musichoxauaehed, which is atfeaming multi-platform system
that allows users to listen to millions of songstt@n computer, mobile phone, tablet and television,

without advertising and free of chargéimwv.nmusic.co In other words, it is a streaming music

player that contains millions of songs availabthéaconsumer in several mobile devices.
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In 2011, Pathena SGPS became one of Nmusic'sars/estrrently one of its greatest partners. Aiso,
2012 the company was invited to join the Startldpada project, a Portuguese Business Incubator.
Nmusic's goal is to provide a platform where misdike water, meaning that the consumer will iagt p
for music but instead they will pay the platfornenige, by paying a monthly fee, the consumer has
access to a platform where it is possible to listenillions of songs from many artists, So museoines

a commodity just like water.

Currently, the company works with a B2B2C modeisequence of its partnership with PT, in other
words Nmusic provides musicbox to its client (RFich sells it to the consumers. This model allows
the company to focus in the content and the tedHa@ures management of the platform, while the
client (PT) focuses in the marketing and salesfiiéleoutcome is very positive for Nmusic, stithile

the learning and experience curve is evolving drdla technological platform, a more customer
monitoring and management is essential for thedsssiuture. Furthermore, Nmusic wants to diyersif
its business by developing new innovative projestaplishing new partners to acquire new cajeabilit

and knowledge, while expanding to new markets.

Appendix 3: Rovio Entertainment Ltd.

Rovio is a Finnish company founded in 2003 by thiagients from Helsinki University of Technology,
Kim Dikert, Jarmo Vakevainen, Niklas Hed, undertiime Relude. The idea emerged after the students
won a small mobile game development competitionsgped by HP and Nokia. In 2005 the company
received an investment and changed its name faw Riobile. Finally, in 2011 the company changed
name to Rovio Entertainment, following its newtstyg

In 2009, after the development of about fifty garties company launched its worldwide successful
game, Angry Birds, and since then has mainly faatssefforts in the development of this game. singr
Birds was a simple game made for phone app thaalehst a lower price, which resulted in a huge

success and made the game the top charts fot seekmworldwide.
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Currently, Rovio has a diversified portfolio of guots, in different business areas, including hooks
merchandizing, soft drinks, online and physicakstand animation, which are under the brand Angry
Birds and that in 2012 accounted for 45% of rev@muev.rovio.con). Thus, the company changed its
original strategy of being a mobile developmentamg to being an entertainment media company-
Rovio intends to further develop in the entertamnmelustry and has plans to become the next Disney
by investing in animated movies and constructthgraed park.

Moreover, Rovio has several partnerships that déderent purposes, for example while the partiers
with National Geographic has the goal of enhartbmgducational content of the books, the parfpersh
with Nokia has the goal of spreading Angry Birdsenaasily.

Finally, Rovio follows a fans first approach, ihetwords, it develops its products and diversifies
portfolio according to the expectation and needss @ns with the goal of delighting and surpgsin

them.

Appendix 4: Nmusic's Value Chain

Human Resources Management

Finacial Management

Technological Infrastructure

Negotiation
R&D and Contrac
Managemen

Content Marketing  Customer
Management and Sales Service

Appendix 5: Mobile Gaming Industry’s Value Chain

Human Resources Management

Finacial Management

Technological Infrastructure

Game Negotiation
Development R&D  and Contract
and Design Management

Marketing  Customer

and Sales Service
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Appendix 6: Project’s Value Chain

Human Resources Management

Finacial Management

Technological Infrastructure

Game Negotiation

Developmen R&D  and Contract Content Marketing  Customer

Managemen and Sales Service

and Design Management

Appendix 7: Atomico Ventures

Atomico is an international investment companydaa in 2006 by Niklas Zenntrém, one of Skypes’
founders. The company aims to invest in entrepiehenmpanies in technological industries andshelp

companies established in several countries arbanaidrid, such as Tokyo, London, S&o Paulo or
Istanbul.

Source:www.atomico.com

Appendix 8: Accel Partners

Accel Partners is a major global venture capithbaowth equity investment firm, founded in 1983 T
company aims to help entrepreneurs in the technetdgstry, which show long-term prospect of
success, to grow and develop in a sustainably.

Source:www.accel.com

Appendix 9 : Felicis Ventures

Felicis is a global investment firm, founded in@00he company has financed over ninety company
and half of them are market leaders. Moreovercdngpany focuses its investments on innovative
technology and in five different areas: mobilepexaerce, enterprise, education and health.

Source:www.felicis.com
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Strengths
1.

10. SWOT

Strong Brand Awareness from Angry Birds | 1.

Weaknesses

High dependence of the success of the

2. Expertise and knowhow from Nmusic al partnership
Rovio in music and game, respectively 2. High cost to negotiate with record labels and
3. Innovative product to obtain music globally
4. First mover advantage 3. Possibility of imitation
Opportunities Treats
1. Consumers are looking for the new¢ 1. Indirect competition is high
innovations 2. ltis difficult to achieve a successful revenue

2. Games and music are interconnected
3. There is a high number of consumers tha 3.

model in the gaming industry
No brand loyalty, consumers will switch for

eager to play new angry birds games the novelty
4. Growing of the tablet and smartpho/ 4. Difficult to predict the success of a new
markets game

Appendix 11: Product’'s Concept

e Gamers have access to a list of genres that anficierize several features of the gameplay
(identical to Angry Birds Classic episodes);

e Small player (during play);

e Characters are a personification of the music geirare named accordingly;

e The game environment is representative of the gegreframes of successful video clips
and albums covers)

e The game environment, power-ups and feedback niedsaare representative of the
genre;

e The gamer can personalize its avatar with itekedito music;

¢ Music choice through multiple filters: tracks, |, artists and albums;

e Gamers do not have control over the music thatasesthe player;

¢ Freemium product; players pay if they want to la@eess to larger packs of music;

¢ Online-offine mobility;

e \isible status (music playing);

»  Offine mode (confirmar com Nmusic)

e Players have access to the music-player as sty aslect the genre they want to play in;

e In every level unlocked, the gamer can choose vaaioh he or she wants to add to the
offine mode;

e Surprise factor: some levels can lead to direesado a full album or packs of songs;
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¢ Competition: online tournaments (similar to AngmgB Friends) in which the winner can

have access to a full album to be added to theplager;

12. Implementation Plan — Money

Development of the Game (including

Negotiation with Distributors) 100.000€
Negotiation with Record Labels 80.000€
Training 2.000€
Travelling (three trips): Plane (350) + 1.470€
Accommodation for two nights (140€) ’
Total 183.470€

This project will require an initial investmentX83.470€, given that it will require the developtian

the new game, negotiation with game suppliersiatnthators, negotiation with music supplierspiray

the new team and travelling from Portugal to Fahtamegotiate the terms of the partnership.

Thus the value for the necessary capital for trela@ment of the game was found through a case stud

on Rovio from wired magazin8gurce:

http:/AMww.wired.co.uk/magazine/archive/2011/04es/how-rovio-made-angry-birds-a-winnéihe

values for negotiation with music suppliers andréning the new team were provided by Nmusic.

Finally, the travelling expenses were calculateddanto account TAP plane ticket and the smégiho

fees in Helsinki$ourcewww.booking.cor

Year 2015 2016 2017
Downloads 2.970.000 € 3.465.000 € 3.168.000 €
In — app Purchases 2.970.000 € 3.960.000 € 5.940.000 €
Premium Service 35.880.000 € 53.820.000 € 71.760.000 €
Total 41.820.000 € 61.245.000 € 80.868.000 €

Human Resources 151.200 € 151.200 € 151.200 €
Record Labels (60% of revenues) 25.092.000 € 36.747.000 € 48.520.800 €
Collecting Societies (10% of revenues) 4.182.000 € 6.124.500 € 8.086.800 €
Platforms and Distributors 34.525 € 34.525 € 34.525 €
Total 29.459.725 € 43.057.225 € 56.793.325 €
Total 12.360.274,56 18.187.774,56 € 24.074.674,56 €
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To estimate the Net Income of the project it wasessary to firstly estimate the revenues and the
operating, for the three first years of the gantigeimarket.

RevenuesThe revenue from the game will mainly be proviskedownloads, in-app purchases, which
include power-ups and music packages, and preroiosargption. Firstly, the downloads are expected
to be a share of Rovio's current number of dowsleeud are expected to grow in the second year but
decrease in the third year as there are alreadi aumber of consumers that have downloaded the
game. Secondly, it is expected that, in the frat,yeach player will acquire an in-app purchasegeh

as, it is expected to increase in the followings/@a the number of players increase. Finallg, it i
estimated that one third of the consumers thaiaddeanload will subscribe to the premium senirice,

the first year. This value is expected to gradgatiy as the number of players grows.

Year 2015 2016 2017
Number 3.000.000 3.500.000 3.200.000
Unit Value 0,99 € 0,99 € 0,99 €
Total 2.970.000 € 3.465.000 € 3.168.000 €
~~ In-appPurchases
Number 3.000.000 4.000.000 6.000.000
Unit Value 0,99 € 0,99 € 0,99 €
Total 2.970.000 € 3.960.000 € 5.940.000 €
Number 1.000.000 1.500.000 2.000.000
Unit Value p/month 2,99 € 2,99 € 2,99 €
Total 35.880.000 € 53.820.000 € 71.760.000 €

Operating Costs: These costs were based on information provided roysid (Record Labels,
Collecting Societies and Platforms and Distribjutéxs describe on the previous table Record Labels
account for 60% of the revenue and Collecting exiaccount for 10%. Moreover, the costs with
Platforms and Distributors were computed consildfiat each app store changes a monthly fee of
9,99€ per region, given that the game will filsyintroduce in Europe and North America, 48 casntr
were accounted, as well as, 6 app stores. Thugalihe arises from the following computation:

(((9,99€*12 months)*6 app stores)*48 countries)



Nevertheless, the Human Resources costs wereiggidaking into account the team described in Men
on the Implementation Plan. Thus the salary a&onsible from Rovio took into account the aeerag
salary in FinlandSource:http://wwwistat.fi), whereas the salary of the rest of the team vesl lmn

Portuguese salarieSdurcewww.ine.p). The assumption that the salaries will not seddior the next

three years was taken.
~ HumanResources
Rovio's Responsible 56.000 €
Nmusic's Responsible 28.000 €
Technical Manager 16.800 €
Game Developer 16.800 €
Contract and Content Manager 16.800 €
Platforms' Contract Manager 16.800 €
Total 151.20(€
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