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Lecture 5: Guest lecture



Outline: Janne Peltola from Supercell

Source: Sensor Tower.
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Free-to-play games: Tool for price discrimination

Figure. Linear demand (left). Model for demand in a free-to-play game (right).

• Setting one fixed price at A leads to buyers that could have paid more (C) and

buyers that do not pay anything (B).

• Empirically, it seems that few people are willing to pay huge sums of money

within the games (like in the demand curve on the right). Free access and

in-game purchases provide a way for price discrimination and monopoly rents.

• High-paying customers or whales are similar to high-rollers in casinos.

Figure: Lovell, 2011.
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Regulatory angle

• Discussion on public or private regulation for other popular
services (e.g. Google, Facebook).

- Privacy concerns, discrimination and other misuses (of data)

create regulatory pressures.

• Is the gaming industry insulated against such concerns?

• Other possible social concerns:

- Some video games associated with concerns on repugnant

content (e.g. violence).

- The very mechanisms that make games popular can also lead

to overuse (loss of study time!) or even addiction.
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Next time

Market design

• Auction design

• Ad auctions

• Market design
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