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1. Business background

1.1 Electronic Arts - the company and its operations

Electronic Arts (EA) is the worlds largest publisher of interactive entertainment for the PC and console (Playstation and Nintendo) markets.  EA manufactures, packages, distributes, markets and sells titles created by their studios, as well as those created by some third party games developer partners, in over 75 countries on five continents.  EA is the top publisher in most western markets, including the United States and Europe, as well as in most markets in Asia Pacific.

Marketing EA products is devolved to localised marketing units in major regions of the world.  The UK Marketing is handled from the UK Head Office in Chertsey, and has considerable autonomy within the global product launch plan.

1.2 Traditional Marketing Strategy

Traditionally in the UK, EA had primarily marketed its games to male games enthusiasts, using media read by these enthusiastic games players such as “PC Gamer”.  Whilst other demographic segments were known to be games players, the main emphasis of marketing and media spend until 1998 had focused on these enthusiasts.  This had clearly been a successful strategy, leading to worldwide revenue approaching $1 billion in calendar 1998, and a growing portfolio of games across a variety of genres.  

Nevertheless, EA felt there may be further potential in the PC market especially, by identifying segments other than male games enthusiasts.  Research had always played a key part in EA’s strategy, but prior to this exercise was mainly used for fine-tuning new products.  Focus groups were normally undertaken at the beta-test stage of a new games developments, with games enthusiasts being given the beta-test version to try during a two hour group.  

After playing the new game for an hour or so, these enthusiasts, always males aged 15-29, would feed back detailed comments on the games strategy, graphics and other operational aspects.  The games developers attended the groups and took account of comments made in the final release of the new game to the market.

The instigation of the segmentation study was a new approach for EA, a step into the dark, but one which realised results with far wider ramifications than could have ever been expected at the outset.

Research Objectives

1.3 The Need for a Market Segmentation

Late in 1998, EA decided to embark upon the market segmentation exercise.  The core issue which research was required to address was the identification of potential market segments, other than male games enthusiasts.  If significant additional segments were identified, this may affect media strategy, as different communications and media might be more appropriate for the new segments.  

Although EA markets products for a range of platforms it was decided to initially concentrate on the PC games playing market; if successful, the exercise could be repeated for players using other formats.  The PC market was felt to be a more complex consumer market than that for consoles, and was the format where EA had the most ambitious market share targets.  In summary, the research objectives were to “develop a segmentation of the PC game player market in the UK”.

The research needed to include all games players and/or a group of people that bought, but did not necessarily play, games (i.e. Mums + ‘pester power’).  As we were blind about who these segments were, we needed to look at the total PC market.  Thus research which enabled segmentation analysis of all PC users was decided upon.   If viable segments were identified we needed to know key demographic identifiers in order to enable media targeting.

Research Method

1.4 Preliminary Qualitative Research

Prior to undertaking the main quantitative study, six focus groups were conducted among PC users.  These covered the spectrum from regular and frequent games players to those using PC’s but not for games.  The aim of this qualitative stage was to clarify issues regarding the use of games on the PC, develop a series of relevant attitudinal statements which would cover both gamers and non-gamers views and generate initial ideas for question wording.  At the conclusion of the qualitative stage, discussion between Continental and EA allowed the input of research expertise and affinity with the games market led to the structure of the questionnaire for the quantitative stage.

1.5 The Quantitative Survey Methodology

The quantitative research exercise was undertaken in November 1998, in the lead up to the key Christmas period. The research took the form of 1000 telephone interviews with individuals who use a PC at home with a minimum spec of a Pentium 166.  Telephone numbers were generated using Random Digit Dialling (RDD) and an adult in the selected household  interviewed.  Screening questions probed the existence of one or more PC’s in the household.  

The individual initially contacted was asked to give age and sex details of each member of the household aged 11+ who used the PC at all.  This information, when grossed up to all PC owning households, gives data to estimate the total universe of all home PC users age 11+ by age, sex and class.

If there were more than one PC user in the household, the CATI system used for this telephone research selected one such individual at random from the list provided by the initial respondent and continued the interview with that person (if necessary, at a later date).  This person was then asked a series of detailed questions about frequency of use of the PC, activities undertaken on the PC, games playing activity and purchase, plus a range of nine attitudinal questions about PC games playing.  All respondents were asked these attitudinal questions, irrespective of whether they were a PC games player themselves.  The data was grossed up to the age, sex and class profile of all PC users as determined from the procedure outlined above.

1.6 Market Segmentation using Cluster Analysis

The data was presented in conventional tabular form, but in order to identify key games playing segments, a cluster analysis was undertaken.  Several cluster solutions were attempted using the SPSS K-means cluster algorithm.  This algorithm requires the user to specify the number of clusters in the solution and runs were undertaken with 4-12 clusters.  All such cluster analyses used the data on frequency of games playing and purchase as key variables, but also used the attitudinal questions referred to above.  No demographic variables were used in the cluster analysis.

The cluster analysis generating six segments appeared to be the most interesting to develop; all the clusters were of reasonable size and there were major differences between the cluster means.  Reducing the number of clusters involved at least one cluster of very large size and the homogeneity of the clusters worsened significantly.  Using solutions with more than six clusters involved at least one cluster with very few members.

The six cluster solution was thus adopted, although later two of the clusters were subdivided for further insight.  The six initial clusters were:

Games Gurus – the key games enthusiast segment originally identified by EA, who have positive attitudes to games playing and are very frequent players and purchasers.  This group are leading edge gamers, always the first to try out the new games on the market and are aged up to 30. This segment was subsequently split by frequency of games playing into higher and lower frequency of purchase 

Games Bimbos – a younger segment, subsequently split into males and females.  One surprise of this segment was the size of the female component, typically 11-14 year olds girls who played PC games frequently.  Bimbos tend to be younger than Gurus and spend less on games, although they may exert influence on parents to purchase for them
Moderating Mothers  - this group are rare games players but have positive attitudes to PC games.  They frequently purchase games for their Bimbo offspring, and as such are an important target for advertising

Time Restricted  - this group also having fairly positive attitudes to PC games, but do not play much themselves, spending their leisure time on other activities

Ageing Laggards  - this group are older, active games players, but rarely buy the latest releases.  They buy classic older games, usually at highly discounted prices some time after their market peak.  They are also a potential market for collections of classic games (“Gold” collections)

Dismissives – this group, as the name implies, never play PC computer games, using the PC for other activities such as word processing and personal finance.


1.7 Predicting Cluster Membership - using Discriminant Analysis

Once the cluster analysis had been undertaken, a discriminant analysis was performed, to identify which questions were most influential in determining cluster membership.  Just six variables predicted cluster membership with at least 85% accuracy in each cluster and 92% overall.  These six variables comprised two demographic variables (age and sex), frequency of games playing, and three of the nine attitudinal questions used in the survey.  These six questions became known as the “Magic Questions”.  A spreadsheet was supplied to EA, which enables the probabilities of membership of each cluster to be produced from answers to the “Magic Questions” and so determine which cluster an individual is assigned to.

How the research results were used 

1.8 Defining the Segments to be used for Marketing Purposes

Initially, the research allowed the relative size of each of the six main segments to be determined.  Two were sufficiently large to be subdivided.  Five of the resulting eight segments were identified as being large enough to warrant marketing activity on a segmented basis:

Games Gurus Monthly

Games Bimbos Female 

Games Gurus Quarterly

Games Bimbos Male

Ageing Laggards


Games Bimbos Female is the second largest game playing segment by size and is primarily populated by 11-14 year old girls.  This segment had largely been ignored by computer games manufacturers and the identification of the size of this segment was seen by EA as revolutionary.  As a result, for the first time, EA used the girls magazine “Sugar” to advertise games generally through 1999.  In addition, when the next new game, “Alice” was due for testing via focus groups in the traditional manner, the research design was extended to include groups of girls for the first time, in addition to the regular testing among male games enthusiasts.

According to EA marketing management, the whole marketing process was re-engineered as a result of the research.  In fact, the current formal marketing strategy for EA in the UK is:

“Exploitation of key formats via key products/franchises, using segment specific media, PR, retail marketing, promotions, CS and direct.”

1.9 The Launch of "The Sims" - using the Segments to drive Retail Strategy

For the Sims game, launched in early 1999, the segmentation was used to define retail and media targets specific to each segment.  The table below is taken directly from EA’s media plan for the Sims launch.  The first table shows how different retailers were targeted against specific market segments, taking account of the differing demographic profile of the various retail groups.  For example, some PC World customers are less PC literate, older and into a range of uses for his/her new PC.  This retailer is targeted against “Ageing Laggards”.  Game, on the other hand, has a young, game playing profile, and is targeted against “Games Bimbos” and “Games Gurus”.  

Segment
Retailer
Proposed Activity

Quarterly Guru/Female Bimbo
CURRYS
New release bay, press ads

Quarterly Guru/Female Bimbo
DIXONS STORE GROUP
Window, press ads

Male/Female Bimbo
E UK
Comet – gondola, WW - coming soon banner, news shelf

Monthly Games Guru/

Female Bimbo
EB
Gondola end, new release bay, video montage

Male Games Bimbo/

Monthly Games Guru
GAME
Gondola end, new release bay, video montage

Games Guru/Ageing Laggards
HMV
Instore panel, window

Monthly Gurus/Ageing Laggards
PC WORLD
Product lift, gondola end

Quarterly Guru
VIRGIN
Gondola end

Male Games Bimbo/

Ageing Laggards
W.H. SMITH
Chart posn, promo island end

TOTAL
2,000 stores targeted


1.10 Using the Segments to drive Media Strategy

In terms of media, the table below shows clearly how a wide range of media were used in The Sims launch, targeted specifically against Gurus and Bimbos.  The “Reason Why” column shows how EA Marketing personnel are able to rationalise decisions on individual titles against specific segments. 

Street Date - 4th February 1999
Ins
Target
Reason Why?











Specialist Press




PC Zone – Pg Col
1
gurus
Announcement to the core

PC Gamer  - Pg Col
1
gurus
Announcement to the core

PC Format – Pg Col
1
gurus
Announcement to the core

PC Home – Pg Col
1
bimbos
Family oriented PC owners

Computeractive - Pg Col
1
Bimbos/ageing laggards
Broader but focussed audience






Consumer Press




Guardian – 10x8 Mono
12
bimbos / gurus
Multiple insertions per issue

with relevant copy fitting

"Tony & Cherie" = Main News

The Guide – 1/4 Pg Col
4
bimbos / gurus







New Media




Gamespot
100,000 Imp
gurus
An interactive and focused

Presence against a receptive

audience, reaching a

mixture of core and casual gamers

Games Domain (inc. AOL)
100,000 Imp
gurus / bimbos


MSN Gaming Zone
100,000 Imp
bimbos


Excite Games Channel
100,000 Imp
bimbos


Some segment specific advertising content was utilised in this campaign, but in a small way.  The advertisements in Computeractive targeted at “Ageing Laggards” took the form of a long term drip campaign, using copy not used in the other media.  

The research had shown that this segment was more cautious when buying and needed more information and endorsements, hence copy was produced in an advertorial style with emphasis on review scores and quotes.  Placing this copy on a frequent basis in Computeractive was felt to be a way to overcome the caution the “Ageing Laggards” segment had shown when confronted with a major new game like The Sims.

1.11 Extending use of the Segmentation

The next step will be to extend this customisation of advertising copy for specific segments, using different executions in different titles to appeal to the various segments.  This would have been undertaken more widely for the Sims launch, but the relative “newness” of the segmentation and lack of funds prevented this.   EA did test positioning statements and ad concepts for the Sims launch on the key segments before making the final decision on which executions to use.
The “Magic Questions” are now placed on guarantee cards for all new EA games.  This allows the company to build a database of customers, including both contact details and the segment to which the customer is assigned.  Any online registration through the EA Web site also invokes the “Magic questions” on a pop up questionnaire.  The segment to which any new purchaser of an EA game or anyone registering at the EA Web site belongs is now captured.  This will be used by the company for database marketing in the future.

It is also planned to use this segment information on the database to direct incoming customer support calls.  Identification of the segment to which a customer has been assigned will allow the support function to give appropriate levels of support.  For example, if a “Games Guru” calls, it is unlikely that they will have a basic set up problem on their PC, which may be the case with an “Ageing Laggard”.   Use of the estimated customer segment will help EA optimise the use of the various levels of customer support available in their call centre.

2. Effect on the companies market, financial and/or operational position

2.1 The Effect of the Segmentation on Business Performance

The segmentation was undertaken in late 1998.  It was used for the first time in the Sims launch in 1999.  Calendar year 2000 will be the first full year that the segmentation has been used across the product range.

In 1998, EA market share was 9%.  In 1999, this had grown to 11.5%.  A similar increase is expected in 2000, which will be the first full year seeing of the effect of the segmentation integration into EA’s marketing.  

The Sims was EA’s highest selling game of 1999 and was in the top 5 of the PC format charts for 33 weeks.  The UK performance for this product was significantly ahead of other European territories, where the segmented approach had not been tried.  The evangelism with which UK Marketing extol the benefits of the segmented approach is likely to lead to other European territories undertaking research in 2001.

2.2 Updating and Extending the Segmentation

Already in the UK, the segmentation study has been repeated early in year 2000 to embrace both PC and Playstation formats.  The original PC segmentation was found to still be valid, a completely new segmentation generated clusters very similar to those developed late in 1998.  The relative sizes of the segments has changed slightly, with “Games Gurus”, “Games Bimbos”, Moderating Mothers” and “Ageing Laggards” all declining in share of the total PC users market, with “Time Restricted” increasing and “Dismissives” constant.  With the size of the PC user market growing, there are no absolute falls in segment size.

The Playstation segmentation is very different from the PC segmentation.  In the first place, Playstation use defines the individual as a gamer, whereas PC use does not,  including all PC users, whether gamers or not.   Six clusters were derived for the Playstation market, but only one is common with the PC segmentation.  The six clusters are:

MTV Kids  - the youngest segment, with 72% aged 11-15 and with the highest proportion of females (40%).  This cluster prefer Playstation games to PC games and have a high index for watching MTV - hence their segment name.

FHM & Fighting - This segment comprises teenagers and those in their early twenties.  This segment contains the heaviest frequency gamers, with around half playing Playstation games every day.  Like MTV Kids, this segment prefers Playstation games to PC games and has the highest index for "shoot em up" and "beat em up" games.  Multiplayer games are also more popular with this group.

Football - as the name suggests, the segment has a high index for playing football action games and for reading football magazines.  A third segment to prefer the Playstation to the PC, this segment is older than FHM & Fighting.

PC Prefers - a similar profile to the Football segment, but this group use their Playstation less often and prefer PC games, being highly knowledgable on PC’s.

Ageing Laggards - has the same demographic profile as their PC counterparts and also are relatively infrequent players.  They enjoy games, but find them complicated and use helplines.  They are price sensitive like their PC counterparts, and rarely buy the latest games.

Uncommitteds - these are like the "Dismissives" in the PC market, although not quite as extreme.  They do play games on the Playstation, whereas the "Dismissives" did not play PC games at all.  However, only about 5% play daily and they tend to be older, in their 30's and 40's.

As can be seen, comparing the original PC segmentation to the Playstation segmentation, there are a few parallels but a lot of differences.  “Ageing Laggards” are common, but “Gurus” and “Bimbos” have been replaced by three segments defined largely by the games genres in which they are interested – “Football”, “FHM and fighting” and “MTV Kids”.  All three of these segments prefer Playstation gaming to PC gaming and all are young – “MTV Kids” typically 11-15, “FHM and fighting” typically teenagers/early twenties, with “Football” older.  “PC Prefers” are medium frequency Playstation users, but prefer the PC format.  “Uncommitteds” are infrequent Playstation users, time constrained and find Playstation games very complex to understand.

As a result of the Playstation segmentation, it has been decided to continue to market games to each format fairly independently, as the segmentations show little in common.  As with the PC segmentation, the Playstation segmentation will lead to segment specific media choice and eventually segment specific copy.

2.3 Overall Conclusions

The market segmentation research and analysis has involved a fundamental change in the marketing culture in EA – it has truly re-engineered the marketing function.  From reliance on a single target market of games enthusiasts, EA has broadened its marketing approach to embrace a number of discrete segments, using segment specific media, PR. Retail Marketing, Promotions, Customer Service and Direct.  The PC segments now underpin everything the company does to attract, maintain and support customers.  This has not been done from some altruistic motive, but because it works in clear business terms.  The Sims game, the first to use the segmented approach was the most successful EA game in 1999, and helped lift market share from 9% to 11.5%.  The results generated in the UK (where the segmentation was used) were significantly higher than those achieved in other European territories (where the segmented approach was not used).
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