
I t’s thrilling, it’s inevitable, and it’s slow
in coming — but MOGs are about to
make an appearance in the console

market. Despite the fact that many upcom-
ing titles have been announced only in the
past few months and won’t be out for a
while, the frenzy to win over game players is
still proceeding at its usual pace.
Reminiscent of the last big war over the
“next-generation gaming system,” Microsoft
(Xbox), Sony (PS2) and Nintendo
(GameCube) have already made public their
intentions with regard to online gaming.
Here’s what they have to say, nicely summa-
rized in chart form for easy comparison, and
very subject to change!

Microsoft’s Xbox
Probable pro: No upgrades other than a
headset, and a monumental game library.
Fast, fast, fast!

Possible drawback: Can’t play DVDs
without an adapter.

Announced games: NFL Fever 2003,
Unreal Championship (late 2002); Project
Ego, NFL2K3, NBA3K3, Mech Assault,
Midtown Madness, Ghost Recon, Whacked
(on the horizon).

No one can deny that the Xbox looks cool!
Who couldn’t like a space-age system with a
big green jewel planted in the middle of it?
This system clocks in at 733MHz — nearly
twice as fast as any other console system —
and boasts a built-in 8 GB hard drive and
broadband Ethernet adapter. You’ll even be
able to download new data (like levels and
statistics) as they’re released. The downsides
are few, but worth mentioning. First of all,
once your free year of Xbox Live access
expires, you’ll probably have to pay a
$10/month fee. You also have to access all
of the games through the Xbox Live service,
which means that the developers won’t be
directly controlling your access. But,
Microsoft just plunked over $2 billion into
this program and has a ton of games
planned or in development, which means
that more than a few developers are willing
to give up control for a chance to land the

first Xbox megahit. Your monthly fee will
give you access to all of them.
How’s that for a deal?

Okay, about the access. According to
Microsoft, Xbox Live will give each player a

“gamertag” that remains the same for all
games. For all intents and purposes, this is
your login name, and the name by which all
other players will recognize you. Microsoft
claims that this will foster long-term relation-
ships between players and delete the hassle

The Systems: Xbox PS2 GameCube

Install Base (millions) 4+ 30+ 4.5+

Unit Cost $199 $199 $149

Released late 2001 mid-2000 early 2001

Online Business Monthly subscription Add-on adapter; Add-on adapter;
Model to all online games; no closed network no closed network

proprietary game 
network

Monthly Cost $10 after first year No fees yet; No fees yet;
(proposed) Fees may be charged Fees may be charged

by developers by developers

Add-Ons Required Xbox Live, Modem/Ethernet Modem or Ethernet
Headset for chatting Network adapter; adapter

8MB memory card

Add-On Cost $49 (includes $40 $35
1-yr subscription)

Add-On Release November 2002 August 2002 September 2002

Debut Game(s) NFL Fever 2003; SOCOM: US Navy Phantasy Star Online
Unreal Championship SEALS; Madden (Episodes I, II)

NFL 2003

Network Connector Built-in Ethernet Ethernet adapter Modem/broadband
port adapters

Hard Drive Internal 8GB drive Empty 3.5” bay; drive Adapter port for 
available with adapter 3rd party hardware

Processor 733MHz (Intel) 294MHz Sony 485MHz
PS2 CPU (IBM PowerPC Gekko)

System RAM 64MB 32MB 40MB

Video 1920 x 1080; 1280 x 1024; 24-bit color; synced
HDTV-compatible HDTV-compatible “Flipper” processor

Texture Rendering 4 textures per pass 1 texture per pass 8 textures per pass

Sound 256 channels 48 channels 64 channels;
(64 surround-sound) Dolby Digital 5.1; 16MB audio RAM

DTS compatible

Extras CD player/recorder; Built-in DVD player; Hybrid keyboard/
Parental V-CHIP; USB device ports; game controller;
Xbox TV (future); Firewire port wireless Wavebird
DVD adapter controller available
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of having to track multiple logins. They have
a point, but your gametag has the potential
to act as a double-edged sword in MOGs if
you act differently in different games — the
reputation you earn in Game A won’t neces-
sarily help you when you move to Game B
and play an entirely different character.
(You’ve also got to wonder about the role-
playing ramifications of being, say, Jetpak in
a high fantasy game, or ThogDaAxe in a
cyberpunk world.)

Moving on to the headset adapter, it may
not be all that comfortable for players who
don’t like headphones that hang off of their
earlobes. It also comes with only one ear-
piece, so the 64 channels of Xbox surround
sound won’t necessarily be put to use.
Playing in loud areas or near sleeping family
members may be a problem for some play-
ers, but to give due credit, the headset does
feature noise cancellation algorithms and a
directional microphone to make your words
more intelligible. All in all, the headset is a
good idea; it saves wear and tear on your
typing fingers. You’ll also apparently be able
to manipulate the sound of your voice at
will. JICYWW and IMHO, it’ll be interesting
to see what new vocabulary and jargon play-
ers will develop without a keyboard or
emoticons. ; )

On the business side, Microsoft isn’t going
to make money anytime soon from console
MOGs. Like Nintendo, they’ve sold fewer
units than Sony, and aside from Asheron’s
Call, Microsoft is just now venturing into
MOG territory. Of course, they spent over
$25 billion and posted over $25 million in
profits for their 2001 fiscal year, and their
consumer software and services business
grew by about 20 percent.

Outlook: Its online Xbox testing is getting
underway, but Microsoft has a long way to
go (over 26 million unit sales) before it can
claim as many users as Sony. That’s one big
mountain to climb, but Microsoft has deep
pockets. They’ve got the latest, broadband-
ready system and are willing to spend $2 bil-
lion dollars and four years to jump on the
broadband game wagon.

Sony’s PS2

Probable pro: Has good market penetra-
tion, plays DVDs, and boasts space for a
40GB hard drive (sold with adapter).

Possible drawback: “Oldest” system out
there (circa 2000); technology may run its
course a bit early.

Initial games: EverQuest Online
Adventures, Final Fantasy XI, Resident
Evil, various sports game ports.

It’s no secret that after moving 30 million
PlayStation 2 units into the market, Sony has
the current console market clinched like a
Doberman that has just been handed its
favorite toy. Everyone loves their PlayStation
2, and for good reason. It’s got developer
support, it’s approaching 300 titles in circula-
tion, and it has four times more players than
either Microsoft or Nintendo. Sony may have
caught the wave first, but the PS2’s lack of
an internal hard drive and Ethernet port may
not carry it through the project “boom year”
for online console games. But Sony’s recent
alliance with IBM and Toshiba to develope a
super-chip (code-name “Cell”) supports
rumors about a PlayStation 3, and could eas-
ily make PS2 hardware a moot point by
2005 or 2006.

As with any other broadband console, you’ll
need an Internet Service Provider (ISP) to
connect to the Internet, plus a dual
modem/Ethernet network adapter (sold sep-
arately for about $40). With that adapter,
you also get a 40GB hard drive and a few
demo games that allow you to test drive
your new capabilities.

After the data leaves your residence, though,
the PS2 online plan is entirely different from
that of the Xbox. There’s no central server,
which means that online games for the
PlayStation 2 will act similarly to online PC
games. You’ll connect to a game server
somewhere, log in for secure access, and
then play whatever game you’ve selected.
Sony Online Entertainment hasn’t yet
exerted any direct control over subscriptions, 

and they’re promoting what they refer to as
an open network. Developers bear sole
responsibility for coding the software, archi-
tecting the physical network, and controlling
access to the games. How much you pay
and to whom will probably vary by game
developer. The first two games debuting
with Sony’s online experiment are SOCOM:
U.S. Navy SEALS, and Madden NFL 2003.
It’s too soon to say how it’s working out
(we’re going to press in a few days), but at
least the ground has been broken. How the
market will play out remains to be deter-
mined.

Sony’s been raking in the greenbacks since
the release of the PS2 in 2000 — a year’s
headstart has done wonders for its install
base as compared to the Xbox and
GameCube. The numbers are impressive, no
doubt — 18 million PS2s shipped, 120 mil-
lion PS2 game units shipped, and $7.5 bil-
lion in game-related sales and operating rev-
enue (that’s before taxes and operating
expenses). The last number, while pretty
large, makes up only about 8 percent of
Sony’s total income. It did a lot to make up
for losses in other parts of the company; the
company posted a net profit of only $115
million for 2002, but had a 40-plus percent
climb in game sales last fiscal year. So, it’s
safe to say that the PS2 and its current slate
of games will help fund future online ven-
tures.

Outlook: Sony seems to be at the front of
this horse race with a giant headstart, but will
they be able to develop and sell enough new
technology (i.e., another game system or
major PS2 upgrade) before the boom kicks in?

Nintendo’s GameCube
Probable pro: Focus on one game avoids
diluting sales of online Nintendo titles and
may minimize the financial impact of technol-
ogy glitches in first-generation online games.

Possible drawback: Lack of game titles
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when the boom hits, and lagging hardware
specs by then.

Initial games: Phantasy Star Online (I
and II)Released approximately halfway
between the PS2 and Xbox consoles,
Nintendo’s GameCube costs less than either
rival system. It falls in the middle of the
spectrum on many fronts — for instance,
the GameCube processor is a good deal
faster than the PS2 and has more built-in
memory, but slower and with less memory
than the Xbox. It lacks DVD capabilities at
the moment, but Matsushita is working on a
hybrid DVD player that can also play
GameCube disks.
(Of course, you might need to
fly to Japan to lay your hands
on one ...)

Backed by a long-standing
reputation and phenome-
nal success with its Zelda
and Mario game lines,
Nintendo has adopted a
wait-and-see attitude
about online gaming.
Cautious, yet cognizant of
the potential behind online
console games, Nintendo has
already announced that it won’t charge
developers any royalty fees for online game
revenues. This incentive alone may spur
many developers into exploring new types
of titles designed to be played online. So far,
though, the company has announced only
one broadband game — Phantasy Star
Online. Instead, Nintendo has chosen to
focus on the new connectivity between the
Game Boy Advance and the GameCube.

Whether this decision is a sound one or not
remains to be seen. At any rate, Nintendo
won’t be throwing tons of yen toward an
unproven market. It doesn’t necessarily have
the same financial resources that Sony or
Microsoft enjoy, mostly for the simple reason
that those two companies have other mar-
kets to support their gaming sector (and
vice-versa). Still, Nintendo posted a 10 per-
cent increase in its net income last fiscal
year, and the following sales figures: $795
million in console sales, $510 million in con-
sole game sales, and $65 million in royalty
revenues. That last one is a number to take
note of, since it’s greatly affected by the
decision to abandon
online royalty fees
for developers.

Nintendo may
not have DVD
capabilities in its
current form, but it will be offering something
that the other two companies don’t — a v.90
modem adapter. While this may seem rather
archaic, it’s actually practical at the moment
for the 90% of Americans who do not yet
have the urge or means to get broadband
access. The GameCube may also eventually
sport a keyboard option; one was demonstrat-
ed at the Electronic Entertainment Exposition

this past May in Los Angeles. For those players
addicted to high-speed access, Nintendo is
also offering an Ethernet broadband adapter,
connectible to either a cable or DSL modem.
The question is, when will games other than
Phantasy Star Online be available to play on
it?

Outlook: With 1.4 billion games sold since
its inception, Nintendo knows console gam-
ing cannot be discounted. Like a cobra
assessing its prey, the company may just be
lurking in the background until the time to
strike is ripe.

Why Everyone Is So
Excited

Let’s cut to the chase. Will
players who like to play
online be willing to aban-
don gaming on their PCs
for one of the three com-
peting consoles? Our bet
is that it won’t be an
either-or kind of decision.

People will probably contin-
ue to do both, depending on

what they’re in the mood for.
Most heavy-duty gamers likely

own a PC and at least one brand of con-
sole, and just as many gamers probably have
a console system for themselves, or at least
their kids.

Why do people want to move their console
games onto the Internet? That part’s easy —
the world is full of players to be faced, beat-
en, won over, or just plain old conquered.
The best artificial intelligence in the world
can’t compare to playing against real human
beings. It’s the thrill of competition and the
promise of social interaction that will drive
this market into reality. This year’s Electronic
Entertainment Exposition (the mecca of all
things gaming) was dominated by online PC
games and talk of future online console
products. One of the biggest announce-
ments at the show, in fact, was Microsoft’s
unveiling of it’s Xbox Live plan.

Despite the fact that online console gaming
hasn’t yet made its debut, research is already
out, and industry professionals are sharing
their opinions about when the boom will
hit, and who will emerge the winner.
According to David Cole, president of DFC
Intelligence (a game-research organization),
2001 console software sales outnumbered
PC software sales by a ratio of more than
2:1 ($4.1 billion versus $1.8 billion). Cole’s
research also expects the broadband market
to triple by 2006. Finally, the U.S. Market for
Video Games and Interactive Electronic
Entertainment predicts that console players
will make up a fifth of the online gaming
population by 2006. Put all these numbers
together, and it’s not hard to see that the
market is growing ever - more fertile for
online console gaming. It will take off — 
the question is, when?

We know. Statistics make you yawn. To really

put these numbers into perspective, look at it
from this angle (offered by MrMoose, one of
our valued advisors): If only 1 out of 5 current
PS2 owners buys a broadband adapter, that’s
still 6 million players. If only 1 out of that
pool of 6 buys the same game, that’s
1,000,000 subscribers. No current U.S. MOG
— and that includes EverQuest, Ultima
Online, Asheron’s Call, Anarchy Online,
and Dark Age of Camelot—can post those
kind of numbers. The only exception is
Lineage, and that’s because of its Korean
subscriber base. Impressive, isn’t it? No won-
der the Big 3 (Microsoft, Nintendo and Sony)
are ecstatic about the future. 

Why Consoles?
There’s something to be said — a lot, actual-
ly — for choosing a dedicated gaming sys-
tem over a multi-tasking PC.
• System Standardization. Console

developers are in the unique position
of not having to compensate for vari-
ous system configurations. Coding a
massive game and producing high-
definition artwork is now a possibility,
given the new storage capabilities of
today’s consoles and game disks. Each
console’s specs are set, and for the
most part will remain the same
throughout its lifespan.

• Reduced Cost. The cost of a console
machine is much, much less than the
price of a game-ready PC. With the
recent price cuts, you’ll shell out
under $200 for a system as powerful
as a PC that’s less than a couple of
years old, and you don’t even have to
buy a separate monitor. Plus, as the
console war heats up, the prices will
continue to drop.

• Less Requirement Creep. With a
PC, each new game demands more
and more from your system. All that
upgrading can be expensive. With
consoles, hardware upgrades are few
and far between. You’re pretty well set
until the next generation of machines
hits the market, or the developers hit
the spec ceiling for your console
machine.

• Simplicity. Let’s face it — console
systems are just less complicated. The
games may not have a zillion key-
board functions, but there’s never a
need to troubleshoot video cards or
install third-party drivers to fix techni-
cal glitches. (At least not yet.) You
simply turn on the machine, access
the game, and play your heart out
until your fingers are tired or the sun
rises.

• Wider market. Most younger players
who still live at home probably don’t
have their own PCs. But, a significant
number of them have one or more
console systems. Broadband-enabled
consoles will do for these players what
WebTV does for people who don’t
own a computer. It’ll open a brave,
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new world and center gaming in the
living room or den instead of on some
desk in a dark corner of the house.

Why It Could Fail
(or at least take 
a while to succeed)
All the pros aside, there are just as many rea-
sons that the online console market might
not live up to its hype for a while. 

Chatting. Have you ever been
bombarded by acronyms?
Inundated by the never-
ending chat messages
scrolling down your
screen? Once the initial
puzzlement wears off,
chatting becomes an
innate part of any online
player’s playing experi-
ence. The ability to com-
municate with fellow players
is especially critical when it
comes to RPG, RTS, and FPS mas-
sive online games. As military doctrine
states, a good way to disrupt the enemy is
to disrupt the flow of information, which
mirrors why this is a top issue for online con-
sole gaming. In this case, it’s not the enemy
you’re concerned with — it’s your allies.

The Xbox headset adapter allows for voice
transmission, but bandwidth and area noise
may cause a lot of headaches with regard to
communication. Just imagine putting 100
people in a town square and trying to sell
your wares by shouting out “Shields for
sale!” Chances are, you won’t be heard.
Nintendo may be offering a keyboard for its
GameCube to help alleviate communication
woes. No announcements from Sony yet on
this issue.

Broadband connectivity. Only about 10
percent of Americans currently have high-
speed Internet access. This market is grow-
ing, but hasn’t yet realized its potential.
According to Neilson/NetRatings, numbers
in most major metropolitan areas keep
increasing by nearly 65 percent each year.
That means there are tons of new online
gamers each year to feed the market.

One thing the survey doesn’t take into
account is that many rural areas still aren’t
service by high-speed access. Ever tried to
get DSL in Sargeant, Texas? Well, you can’t
… you can use a satellite data dish, but it
has to be facing south, the weather has to
be relatively clear, and so on. The broadband
market is increasing, yes, but won’t reach
many potential consumers for several years
to come. Plus, there’s also the cost issue; not
everyone is willing to shell out $30 or $40 
a month for Internet access.

Hardware. With a lifespan of several years
or longer, a console system can’t be con-
stantly upgraded like a PC. While this is gen-
erally a good thing in terms of saving players
money, anyone interested in having the lat-
est and greatest will probably continue to
rely on PC upgrades to constantly further his
or her gaming experience. Online games are
notorious for releasing patches and enhance-
ments. Developers can do a fair amount of
this on any system that has a large hard

drive or connects directly to a game
server, but they’ll still be limited 

n how far they can push the
technical envelope for a

particular game.

Interface. One of
the console’s main
pros (simplicity)
may also be one of
its banes with regard
to MOGs. Moggers

like their keyboard
commands, and they like

them a lot. Their fingers are
adept at flying across the key-

board with ease, rattling off chats
and spells and swings and actions.

Commands that required one or two 
keys on a PC may eventually resemble the
quadruple button presses once reserved for
special attacks and secret cheat codes on
consoles. There are only so many things you
can do with arrow keys and a few buttons. 

Developers can help ease user pain by reduc-
ing the number of commands or making more
things menu-accessible, but balancing simplici-
ty with functionality is the key. How the devel-
opers execute the interface could greatly affect
how players react to the game in general.

Development Costs. Budgets for massive
online games may soon rival those of
Hollywood films, if they don’t already. Today,
the ongoing costs of creating, hosting, man-
aging and improving an online game can add
up to a small fortune. You’ve got the develop-
ment costs — usually many peoples’ time for
a year or two — and the initial costs of setting
up the server infrastructure. Then, there has
to be ongoing support and change to keep
the players interested in the game. The days
of a set game budget are gone, especially
since scope creep and feature changes are an
accepted and expected part of online games.

Gaming Costs. Microsoft is trying some-
thing new with its monthly subscription fees.
What remains to be seen for Sony and
Nintendo is how much console consumers
are willing to shell out for their favorite
game — or two, or three. In general, con-
sole games are priced lower at retail than
most boxed PC games. Under any of the Big
3 business models, consumers will have to
make the decision to spend more money ini-
tially for an online game, as well as on a
monthly basis. Whether they’re willing to do
so is the two billion-dollar question.

Looking Forward 
to the Big Boom
So, here we are, one hand on our mouse,
and the other on our Xbox/PS2/GameCube
controller. The future is definitely bright, but
the timeline is fuzzy. Best guesses for the
explosion of online console gaming point
toward anywhere from 2004 to 2006. Cole
expects the Big 3 to put out new systems or
major upgrades sometime within those two
years, complete with built-in Ethernet, HDTV
compatibility, and increased drive space and
RAM. That may be several years into the
future, but what happens today in terms of
investment by the major companies and
developers will determine the arrival date of
this new breed of gaming.

Who will emerge the winner of the race?
Zandarbar (another one of our advisors, and
an avid Xbox fan) predicts that the first
game to publish one title on all three plat-
forms and make it accessible from any of the
online consoles will be the one to light the
fuse. Not a bad prediction, but until 2004 or
even later, we’ll just be staring into the void,
trying to catch a glimmer of what’s to come.
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