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The home computer is the most
exciting, fastest growing consumer industry
of the 805. One of the critical factors behind
this growth is, and will continue to be, the
software which makes the hardware work
its magic. In recent years, video games have
been the driving force behind the accep-
tance of the home computer. To many who
are unfamiliar with computers, video games
provide not only entertainment, they open
a window on the home computer world
of the future.

Activision is a leader in the video
game software industry. A look at the
company is really a look at the direction of
this industry. This book profiles two stories:
the story of Activision and its industry; and
the process that drives the company and
the industry — the development and delivery
of creative product.
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In the fiscal year ended March 31,
1982, Activision, Inc. experienced the kind of
unprecedented growth that has stirred many
industry observers to call it a Cinderella
story. Revenues rose 960 percent to $65.9
million, and net income of $12.9 million was
1600 percent above that of fiscal 1981. For
a company that was founded on October 1,
1979, and shipped its first product in July,
1980, that is, indeed, almost magical growth.

Thig growth did not occur with-
out a great deal of hard work and sacrifice.
Thousands of hours have been spent on the
basics of our business: careful planning;
original creative product; a responsive, disci-
plined manufacturing/distribution system;
innovative and unique marketing programs;
dedicated people; and sound financial sup-
port and control. Because of these efforts,
Activision's share of the video game market
grew from about 5 percent to nearly 20 per-
cent during fiscal 1982. The number of our
game titles increased to 14, and Video, OMNI
and Playboy magazines honored Activision
and our designers with awards for outstand-
ing game design.

In June of 1982, we released
StarMaster™ and Chopper Command™
bringing our total number of game titles
1o 16. We also previewed two new games,
Pitfall!™ and MegaMania™ for fall delivery,
and announced plans to release in November
our first cartridges for use with Mattel
Electronics' Intellivision® system—Pitfall!™
and Stampede™ We expanded our creative
team from five to eight designers during
fiscal 1982, and, in June, we added five
new designers at our Eastern Design
Center in New Jersey.

During the fiscal year, we opened
a 92,500 sq. foot manufacturing and distri-
bution center in Milpitas, California, which
significantly improved our capacity and
delivery capabilities. We broadened our
distribution through major national retail
accounts such as Sears, Roebuck and Co,,
J.C. Penney and Montgomery Ward. Today,
Activision video games are available in
outlets generating more than 90 percent
of video game sales in the United States.

Activision entered the international
market in August, 1981, when we shipped
our first cartridges to the United Kingdom.
Today, our games are sold in 32 countries,
representing 90 percent of the worldwide
video game market.

Intelitvigion® is @ trademrark of Matted, Inc

Fiscal 1982 also brought tremendous
growth in our advertising and promotion
programs. We expanded our original and
effective television and radio campaigns,
created innovative consumer promaotions,
and provided retailers with dramatic
point-of-purchase advertising materials
and cooperative advertising programs.

We broke new ground in the advertise-
ment and the promotion of video games.

Perhaps our most significant
achievement was managing this extraordi-
nary growth with good financial discipline,
operating control and a unique approach
to human relations. During the fiscal year,
our staff quadrupled from 22 to 89 employ-
ees. As of July 30, 1982, our family had
grown to 131 people. We added several key
senior executives and built strong middle-
management and support teams.

Activision is a creative company,
and our management priorities place great
emphasis on retaining in the future the spirit
of innovation and enterprise which created
the company. By concentrating on the basics
that made our success possible—planning,
product, manufacturing/distribution, market-
ing, people and financial discipline—and by
consciously maintaining our unique, family-
oriented corporate cullure, we expect to be
a leader in our industry for years to come.

Pre#ident and Chief Executive Officer
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“Not only are new software-only pro-
ducers jumping on the Activision-led
bandwagon, but, hardware-software
producers are also acknowledging
the differences in the two businesses”

HFD - Retailing Home Furnishings
May 31,1982
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Activision’s senior design group

The creation of a video game is
similar to that of most creative works -
musical recordings, books, motion pic-
tures. Like other artists, Activision's
designers begin with an inspiration. Their
media of expression are the computer
and the television, and their work is a
unique marriage of creative inspiration
with technology. As David Crane explains,
‘We start with the kernel of an idea, and
it evolves. Sooner or later, we have o fig-
ure out if it will be good enough to be
an Activision game.” That “figuring out”
involves not only a technical mastery of
the microcomputer, but a commitment to
the painstaking task of turning a creative
idea into an outstanding video game.

“We're a hard group to please, because
we've got 30-40 years’ game playing
H ”
experience among us. David Crane
For Alan Miller, “figuring out”
means alternating between long hours at
home in a rocking chair, patiently working
on hand-written computer code, and
frenetic bursts of activity at a computer
keyboard in the design laboratory. A per-
fectionist, he worked six weeks to produce
Jjust the three-dimensional feeling of the
star movement in StarMaster.™
David Crane, on the other hand,
codes a concept directly into the com-
puter as he thinks of it. He may spend
months thinking of a game concept, oran
idea might strike him overnight. The idea
for Freeway™ flashed when he watched
a man trying to run across Chicago's
Lake Shore Drive in rush-hour traffic.
From inspiration to reality, Freeway™ took
less than three months to complete.
According to Steve Cartwright,
“It's easy to design a game 80 percent of
the way. It's the fine-tuning, the last 20
percent of the work, that makes the differ- Co-founder and senior designer,
ence between a good game and a great David Crane
game.” This fine tuning is an interactive =] b
process. Designers will spend hours play- 3 sl
ing a colleague’s new game, asking
questions, making suggestions. Rookie
designers and award-winning veterans
critique, coach and learn from each other,
striving forimprovement. As master game
Players, the designers are their own ulti-
mate critics and consumers. As Bob
Whitehead says, “Competence breeds
competence. We have faith in each other's
wark, Eventually, all our designers
contribute to any game we develop.”




Activision was founded on Oclober 1,
1978, and, in just 18 months, proved the via-
bility of an independent video game company.
In March, 1980, the company announced its
first four games, compatible with the Atari®
Video Computer System™—Dragster*
Boxing, Checkers and Fishing Derby®
In July of that year, Activision shipped its first
cartridges and had 13 employees in its 1,750
sq. foot headquarters in Sunnyvale, California.

he enormous success of Activision,
the hottest new entrant into the video
games market, is proof positive that
you don’t need a new idea to make
a fortune in Silicon Valley - you just
have to do something better.”

The Village Voice

Activision added four game titles
March 31,1982

during fiscal 1981. Skiing and Bridge were
released in December, 1980, and Tennis

and Laser Blast™ reached retail shelves

in March, 1981. Sales for the fiscal year
reached $6.2 million, and net income was
$744,000. Activision grabbed a five percent
share of the booming home video game
market. The company grew to 22 employees
and moved to 10,000 sq. feet of office space
in Santa Clara, California.

In fiscal 1982, Activision became
an important force in home video games
as the market exploded. The company
added four new designers to the creative
team, and released Freeway,™ Grand Prix™
Kaboom!™ Stampede,™ Ice Hockey and
Barnstorming™ The company shipped
its first games to international markets in
August, 1981. In December, Activision
opened a 92,500 sqg. foot manufacturing/
distribution center in Milpitas, California.

Revenues in fiscal 1982 rose 960
percent to $65.9 million, net income soared
1,600 percent 1o $12.8 million, and the com-
pany reached a 20 percent share of the
home video game market.

In May, 1982, with more than 100
employees, Activision once again moved
o new corporate headquarters, in Mountain
$20 miion | View, California. In June, the company
released StarMaster™ and Chopper
Command,™ previewed Pitfalll™ and
MegaMania ™ announced plans to release
cartridges for use with Intellivision® and
established an Eastern Design Center in
New Jersey with five new game designers.

Activision's rapid growth was accom-
plished with organization and discipline.
Today, the company plays a leading role
in the fast-growing video game soft-
ware industry.

Sales 19811982

540 miltion

Net Income 19811982

$10 million

ystem™ are iradernarks of Atari, Inc.



A fiexible, well-managed and
responsive delivery system Is essential
to the software business. The delivery
system begins with manufacturing. Every
month, millions of individual components
arrive at Activision’s manufacturing/
distribution facility. Each day, tens of
thousands of new games are assembled
and packed for shipment. Quality and
flexibility are priorities in every aspect
of manufacturing operations - from
inventory planning to material control and
assembly. The company balances the effi-
ciency of high-volume production with the
flexibility to shift from title to title as the
market dictates. Careful attention to
quality control reduces the failure rate
to a fraction of one percent of
cartridges shipped.
Activision’s distribution and sales
approach has been strongly influenced
by practices in the packaged goods,
publishing and recorded music industries.
The objective is to make games available
as quickly and efficiently as possible,
maintaining broad retall distribution,
with good inventary control.
The company’s domestic sales
organization, using independent sales
representatives guided by Activision
managers, sells both to retail outlets
directly and through wholesale distrib-
utors. A sales support team provides
complete merchandising support and
customer service.
“We're not talking about a high-
tech product, we're talking about
a creative product. We have to have
artistic freedom, so we can put ideas
together in new and creative ways.”

International sales are handled Alan Miller

through exclusive local distributors in
each country. To support these interna-
tional customers, Activision provides
special advertising services and interna-
tionally-tailored merchandising materials.

With quality manufacturing and
efficient distribution of games worldwide,
Activision's delivery system is the neces-
sary link between a game's design and
its display on a retail shelf.

Co-founder and senior designer,
Alan Miller




The Family
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eople working in an unconven-
who wanted to
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encouraged individual expre:
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“Activision mushroomed from a gleam
in five pairs of eyes to a giant in the
software industry in record time”’

Dallas Times-Herald
July 31, 1982
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were so imp nt to the original group
/ho created Activision.
The challenge ahead for the com-
is to maintain good business discipline
while continuing to encourage initiative an
creativity. The answer to this challenge is
twofold. First, the company's personality and
continue to be nificant prior-
nd, sion will continue to seek
and retain individuals with the character
and determination that an cal to the
company’s success,
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The consumer audiences for
video games are as broad and varied
as the games themselves. Each game
has its own audience, thus, each game
requires a tailor-made marketing plan.

As a game is developed,
Activision'’s editorial development group,
working with its marketing team, defer-
mines to whom the game most likely will
appeal and creates the title, packaging
and instructional materials which
complete the game design process.
Consumer research often is used as part
of this process, as a tool for identifying
a game's audience and special appeal.
Simultaneously, Activision's marketing
group defines ways to communicate the
features of the game to the audience.
Once advertising concepls are devel-
oped, budgels are committed fo television
and radio commercials, print and trade
advertising, publicity, point-of-purchase
displays, cooperative advertising and
sales promotion materials. The objective:
to communicate a game's appeal to
potential purchasers.

“To create a game you have to be
tough on yourself, you have to set
standards. But, to get the result you
want, you have to be willing to make

H ”
COMPDIOIIES 8. Bob Whitehead

All Activision game designers are
given full recognition for their creative
work. As a resull, thousands of consumers
not only know the Activision games, but
know the pecople behind them. The com-
pany receives 8,000 letters a week from
video game fans of all ages, and its toll-
free phone number constantly rings with
calls from game players eager to find out
the latest world record. Many of these
fans are members of Activision's game
clubs, which recognize high scorers
as master game players.

Consumer response completes
the loop between a designer’s concept
and game development, the manufac-
ture and distribution of a game, and the
advertising and promotion activities
that bring the game to the consumer's
attention. Activision's close relationship
with its video game audience fuels the
entire product development, delivery,
and communication process.

Co-founder and senior designer,
Bob Whitehead




I've stayed up till 2 a.m.
Playing all your games
Everyone at ACTIVISION
YOU'RE DRIVING ME INSANE!!!!

So here | am at Bel-View
With my T.V. set
Waiting until summer
For your next cassetie.

Sincerely,
Sean Andrechak
Collinsville, Connecticut

myself to do? The call was
clear! The truck convoy
needed protection so | hung
up my swim trunks and,

: lumedmr wingsasan
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: scores of 11,400, 16,600

& 18,800. Don't fret.

Chopper
guarding the ho

'sDear Activi:"i%ﬁf.-

Thank you for inventing such

an intriguing game. | think it

has paid for itself in just the

one month I've owned it.
Englosed is a picture of my
Activision Ski Team qualify-

ing time. | would like you to=* \?‘&\
kngw that my animated - <&

"Jean-Claud" caught gate

19 with the tip of his ski and
completed the course with
a broken ankle, This took
such courage that | had to
send in a picture on behalf
of my little slopester.

Thank you once again,
Jim Parkman
Kalispall, Montana

Yours in the Codtﬂ
Air Ace Doug Burris
Overland Park, Kansas

PS. Piease forward a
CHOPPER COMMAND
award patch so that | may -t-
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Dear Activision: Dear Activision:

| would just like to congratulate you on Help! My law practice is
building such a fine industry. Ever since suffering because | spend
1 first bought my TENNIS game, |'ve my time playing KABOOM
been hooked. And I've bought four more; and FREEWAY instead of
FREEWAY, SKIING, DRAGSTER and researching briefs. All of
STAMPEDE, and | canit wait for this is not for naught,
GRAND PRIX. however, as you can see by
Jan Marsella should be thanked for doing the enclosed Polaroids.

such a fine job. Since | began correspond-
ing with her, she has sent me 3 Activision

.Dearnctivislon:

Piease enroll me in the
Save the Chicken Founda-

posters! Please thank her. tion and the Activision
I'love your company and will stay a g fs ;?adeﬁ;gnwk v
committed customer as long as you exist. RECEN OF <0 4%
el . (level 3) is just about the
0K you. : highest physically possible
| o but | know that my score of
A satisfied customer, 3246 on KABOOM barely
Nick Larl%%g.m:m scratches the surface.
Do you have any emblems
for the above groups which
don'tlook conspicuous on
my three-piece suils?
Very truly,
Jeffrey Feinberg

Attorney at Law
Hallandale, Florida

Hold everything. STARMASTER

has to be the ultimate video game yet!
The realistic action is unbelievable.
How does Alan Miller do it? Each time

I play, | enjoy STARMASTER more...

and because | enjoy it so much, | play
more. Soon, | will earn my patch.

Until then...while being pushed to the
edge of the galaxy, I'm also on the edge
of my seat.

Sincerely,
Gerry Koelke

Charlestown, Indiana

PS.
| want that patch!

" dlio
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Dear Activision:

Hil

My name is Walter Michael.
(My friends call me Waldo)
lam 9 years old and in third
grade. We got FISHING
DERBY first, then when we
saw LASER BLAST, we just
had to get it. We got LASER
BLAST May 26 and | scored
111,240 on May 27. One day
after we got it! I'd sure love
to be in the Activision
Federation of Laser Blasters!
It | beat my own score | will
write to you about it.

Your Pal,
Waldo
South Amherst, Ohio

RS.

We now have 12 cartridges.
PRS.

We are going to get
FREEWAY.

PPRS.

DRAGSTER, too!

®



The market for video games has
grown dramatically in the last few years.
In 1980, approximately 6 percent of U.S.
television households owned video game
systems. Ten million game cartridges,
with a retail value of $230 million, were
sold that year. In 1981, U.S. television
households owning video game systems
increased to more than 10 percent, and
32 million cartridges were sold that year.
By the end of 1982, approximately 18
percent of U.S. television households will
own video game/home computer systems,
and sales of cartridges are expected
to climb to 65 million, with a retail value
of $1.5 billion. And, the market abroad
is just beginning to develop.

Most forecasters predict that over
50 percent of households in the U.S. will
own some kind of home computer by the
end of this decade. Some will be similar to
the special-purpose video game systems
of today, but more sophisticated and less
costly. Others will be more versatile, with
greater capabilities to entertain, educate
and inform.

“Considering the impact that
Activision has had on the video game
industry in a very short time—and its
dedication to creative excellence and
marketing innovation-it seems cer-
tain that the company will be a major
force in the future of the video game
and home computer industries.”’

Video Swapper
September, 1981

Whatever its final form, the suc-
cess of the home computer will rest on
the quality, friendliness, and enjoyability
of the software. As consumers become
accustomed to using home computers,
their needs and demands may change.
But, they will look for unique, original,
creative, “quality" software — whether
a video game, an educational program,
or a household management tool.

The home computer will provide
man with endless potential for entertain-
ment and education. And Activision is
dedicated to helping all of us take full
advantage of the opportunities the home
computer can provide. |

i
l




18

Creativity is not the exclusive
domain of Activision’s video game
designers. It Is an essential part of almost
everything we do, from finding a new way
to streamline distribution, to the splash
and pizazz of developing an advertising
campaign.

Activision’s success can be
attributed to many factors, but the single
most important is our people. These
individuals share a commitment to the
organization, its goals and ideals and
philosophy and product. They have
sought new, creative approaches to
develop our business and our industry.
They have spent twelve-, fourteen-,
sixteen-hour days building the story
of Activision. This book is dedicated
to them.

The original Activision family, who
managed 1000% growth in one year.
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For additional copies of this profile,
or for further information on the company,
please write to Andrea K. Benjamin,
Director, Product Publicity, Activision, Inc.,
Drawer No. 7286, Mountain View, CA 94042

Activision, Inc.

2350 Bayshore Frontage Road
Mountain View, CA 94043
{415) 960-0410

Mailing address (Corporate):
Activision, Inc.

Drawer No. 7286

Mountain View, CA 94042

Mailing address (Consumer Relations):
Activision, Inc.

Drawer No. 7287

Mountain View, CA 94042

Consumer information:
foutside of California)
(800) 227-9757
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