The international marketing and distribution company described in case 1 decided to provide a monthly video game rental program as a result of its market research. This case should be interesting to the video game enthusiast as well as anyone interested in marketing and providing products and services primarily over the Internet. The main purpose of this and other cases presented here, however, is to help you practice some of the project management skills you are developing as part of your course.

Part 1: Initiating

Scenario

The Video Game Delivery Project involves developing a Web-based application and support structure to provide customers with video games on a monthly rental basis. For example, a customer might pay a monthly fee and then be able to order several video games over the Internet, receive the games via express mail, return those games via express mail, and keep receiving additional games. Several companies already provide this type of service for movie rentals. Market research and corporate values suggested your company focus on educational and sports-related video games only, and games would be available for all types of platforms, including popular gaming systems, computers, and learning systems used in pre-schools and elementary schools. You also plan to serve an international market, providing information and products in several different languages. This system must be very user-friendly, providing customers the ability to search for specific games by platform, age and gender appropriateness, customer reviews, sport (for sports-related games), language, and so on. Registered customers must be able to order the videos, track delivery and return of videos, pay online or via other payment methods (including automatic credit card or bank payments, check, school payment systems, etc.), and provide reviews of games. The system must also be able to track referrals to the site from corporate partners and customer referrals, display advertisements, and track customer usage patterns.
Tasks

4) Prepare a business case for the Video Game Delivery Project. Assume this project will take twelve months to complete and cost about $500,000, and monthly operating costs would be about $50,000 per month for year one and $60,000 per month for years two and three. Estimated benefits are about $1 million the first year after implementation and $2 million the following two years. Use the business case template provided in Appendix D to help calculate the NPV, ROI, and year in which payback occurs. Assume a 7% discount rate.
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Discount Rate 7%


YEAR










Year 1
Year 2 
Year 3
Total





Cost


600,000
720,000
720,000






Discount factor

0.93
0.87
0.82






Discounted Costs

558,000
626,400
590,400
1,774,800

















Benefits


1,000,000
2,000,000
2,000,000






Discount factor

0.93
0.87
0.82






Discounted Benefits

930,000
1,740,000
1,640,000
4,310,000

















Discount benefits-costs
372,000
1,113,600
1,049,600
2,535,200
NPV




Cumulative - costs

372,000
1,485,600
2,535,200


















ROI
142%

Payback start at Year 1






























