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FOREWORD BY SETH ROGEN AND EVAN GOLDBERG

SETH

Hi! Welcome to the foreword for Console Wars by legendary author Blake J. Harris!

EVAN

Videogames are great, but books about videogames are even better!

SETH

We grew up as videogames were on the rise, and they played a major role in our upbringing.

EVAN

And that’s why we couldn’t say no when Blake asked us to write a 2,500-word foreword for this awesome book you will love reading!

SETH

How many words is that?

EVAN

Like, 150.

SETH

Crap. Okay, what next?

Evan thinks intensely and an idea comes to him.

EVAN

Let’s talk about what systems we preferred.

SETH

Solid idea, partner-ino!

EVAN

I preferred Nintendo.

SETH

I preferred Sega. I’ll never forget the first time I ripped someone’s spine out playing Mortal Kombat.

EVAN

Yeah, Sega always seemed to go to a place that Nintendo didn’t, and that opened the doors for videogames that weren’t just targeted at kids but teenagers and even . . . adults. I don’t think games like Grand Theft Auto would even exist without Sega making games that went places Nintendo never would have gone.

SETH

I don’t know if that’s a good thing or a bad thing. But Mortal Kombat definitely felt like a wonderful step in a new direction at the time. I was awesome at it too. Sub-Zero was my man.

EVAN

Me too. Hey, here’s a Sega question: what was up with Sonic and Tails?

SETH

What? It was just your classic platonic speedster hedgehog and two-tail fox relationship.

EVAN

I felt some tension there. Sexual.

SETH

Oh, it was sexual.

Seth and Evan exchange awkward looks in what is clearly a sexually charged moment of their own.

SETH

How many words we at?

EVAN

I’d say 400-ish.

SETH

Use letters. Four-hundred-ish. It takes up way more space.

EVAN

Mega true. I’ll say it in letters from now on. Like four-zero-zero.

SETH

Don’t hyphenate them, dumbass. It makes them count as one word. [sigh] Here’s a videogame fact that will take up at least thirty-five words.

EVAN

What is it?

SETH

I used to own a power glove. I got it right when it came out.

EVAN

Sweet petunia bush! Please elaborate using as many words as possible!

SETH

It didn’t work that well at all. I remember the bad-ass dude in The Wizard (arguably the most important videogame movie of all time), and mine didn’t work worth crap.

EVAN

I was always confused by TurboGrafx-16. As far as I recall, there were only two games for it. Keith Courage and Bonk’s Adventure. I only ever played Keith Courage.

SETH

I played Bonk’s Adventure. A friend of mine had it, and it truly blew my mind. I also remember renting Sega CD in high school. It had that raunchy horror game with real controversy surrounding it.

EVAN

Yup, that was Night Trap. You had to stop drill-wielding serial killers from impaling sorority girls. That was the first time I remember thinking to myself, “Well they have just gone too far this time.” And I was twelve or something . . .

SETH

Then came Sega Saturn, and kind of shat the bed.

EVAN

And then there was Goldeneye.

SETH

I would confidently say the reason I never really had a girlfriend in high school was because of Goldeneye. I specifically remember leaving parties to go play it.

EVAN

Our favorite level was the Facility. We would sit with our buddy Fogell for hours and hours on end and play it.

SETH

I memorized every level. The game was as much about watching your friend’s screen as your own.

EVAN

When I went off to college, I met a group of guys from out east that were way better at Goldeneye than we ever were, and it crushed me. They were operating at a whole other level.

SETH

Then you got super into Super Smash Brothers.

EVAN

Yeah. It was on Nintendo 64. My buddies and I would have tournaments that would go for hours: entire evenings. I was the nimble-footed puffball of power, Kirby.

SETH

That game makes no sense. The whole thing is based on a percentage of the likelihood that you’re going to fall off a magical island, and it goes up to like 600 percent and that’s bad and you’re actually trying to keep your score low, which I find confusing and counterintuitive.

EVAN

Well, games are getting continuously confusing. I don’t even know what my grandparents would think if they played Grand Theft Auto.

SETH

Remember when Martin Starr and I taught you to drive around LA when you first moved here by playing the game True Crime: Streets of LA, because it had a realistic map of Los Angeles?

EVAN

That was sincerely helpful. It’s crazy how they started doing stuff like that.

SETH

I bet soon games will start calling our cell phones and e-mailing us and stuff.

EVAN

Maybe that’s how Skynet finally happens and we all end up in a Terminator/Matrix nightmare version of the future where mankind is nearly wiped out and machines rule the world.

SETH

Well, I guess it’s time to address the elephant in the room— porno. We all know we’re going to be getting dirty with our videogames, and if not us, our children, or our children’s children.

EVAN

The future can wait. We have to live in the now!

SETH

You’re right. These days I mostly like to play games where you shoot people. Call of Duty, GTA5, and such.

EVAN

I’m an iPad tower defense addict. There’s something wrong with me. I just love games where things are sent in waves and I get to destroy them with strategy.

SETH

That’s a dark want.

EVAN

It’s who I am.

SETH

A crazy thing I think about sometimes is that there are teenagers operating videogames connected to deadly drones that fly around the world blowing stuff up. That eighties movie War Games is real now. And what to us is a nonthreatening drone will eventually probably turn into, yes, Skynet. All roads lead to Skynet.

EVAN

I think at this point most people would agree that a robot takeover is how things end. I’m personally at peace with that inevitability.

SETH

I still can’t get over the whole Nintendo Wii revolution, with these games you have to move around to. When we were growing up, playing videogames made you fat and lazy, not nimble and coordinated.

EVAN

I really got into Wii Fit for a while. It was pretty addictive at first but then it made fun of me too much and mucked up my self-esteem.

SETH

Now kids are getting their self-esteem messed with through videogames way more than when we were kids, thanks to this whole online gaming thing.

EVAN

I try to get into online gaming every now and then, and I constantly find there’s young kids out there who are so much better than me I can’t even participate.

SETH

Yeah. It’s weird to think we are thirty-one and already we can’t keep up.

EVAN

Eventually we won’t even understand the images on the screen.

SETH

Like how my grandmother would view death metal.

EVAN

I’m not a huge fan of death metal myself.

SETH

“Death Metal” ’s a great name for a videogame.

EVAN

I read once that the band Journey had a videogame where you could put your face onto the main character. I want that. It’s silly that I can’t be the character in the game yet.

SETH

Yeah. And it’d be cool if it used your contact list for names and incorporated your real life a lot.

EVAN

But then, once again, robots would take over the world.

SETH

So what we’re realizing here is videogames may not ever get better than they are now, because if they did, robots would take over the world.

EVAN

I think so.

SETH

How many words is that?

EVAN

About 2,300.

SETH

Then let’s take this full-circle and connect it to the book our honorable reader is about to read: Nintendo was king of home videogame entertainment systems, then Sega came in and was a contender for the crown. Sega almost toppled Nintendo with their subversive and more adult-oriented games, and these games have led us to a world where GTA and Call of Duty are the top games, and the next step is to have the games incorporate stuff about us and our personal lives, and then sentient technology will inevitably disassociate from mankind and some robot like Skynet will rise up and destroy us all. Hence: the “Console Wars” between Nintendo and Sega is what began a series of events that will lead to the end of humanity as we know it.

EVAN

Bam! That’s what videogames mean to us.

SETH

Damn. I think we nailed this foreword stuff. Our style may have been unconventional, but we ultimately tied it to the downfall of mankind, which is cool.

EVAN

I couldn’t agree more. Our next movie should be called Foreword and be about this process.

SETH

Or Foreskin and be about a circumcision that changed humanity forever.

EVAN

Both good ideas.

SETH

Okay. We should probably get home to our wives now.

EVAN

Yes. We love our wives. Let that be noted.

SETH

See you at work!

EVAN

Ditto!

Seth Rogen and Evan Goldberg are childhood friends, and the writer/director/producers of This Is the End and The Interview. Together, the duo has also written and produced Knocked Up, Superbad, and Pineapple Express.


AUTHOR’S NOTE

Console Wars is a narrative account based on information obtained from hundreds of interviews. Re-creating a story of this nature, which draws from the recollections of a multitude of sources, can often lead to inconsistencies; particularly when dealing with industry competitors and especially when dealing with events that took place more than two decades ago. As such, I have re-created the scenes in this book using the information uncovered from my interviews, facts gathered from supporting documents, and my best judgment as to what version most closely fits the documentary record.

In certain situations, details of settings and description have been altered, reconstructed, or imagined. Additionally, most of the dialogue in this book has been re-created based on source recollections of content, premise, and tone. Some of the conversations recounted in this book took place over extended periods of time or in multiple locations, but have been condensed, or reorganized in a slightly different manner, while remaining true to the integrity and spirit of all original discussions.


PROLOGUE

In 1987, Tom Kalinske was at a crossroads. He had spent the better part of his career working at Mattel, where he enjoyed towering success transforming the Barbie line from a niche, has-been series of dolls into a timeless, billion-dollar property. Recognizing his potential, the company groomed him to become their next president. But shortly after taking the reins at only thirty-eight years old, he found himself embroiled in a dangerous game of office politics. With no resolution in sight, Kalinske decided that rather than wage an internal war, he’d prefer to fight an external one. So he ceded control of Mattel to a rival executive, and left the company to become president of a competitor: Universal Matchbox.

Although Matchbox’s toy cars had historically gone toe-to-toe with Mattel’s Hot Wheels brand, when Kalinske took over, his new company was hemorrhaging money and had recently been placed into receivership. He knew this going in—it was part of what had enticed him—but taking on Goliath eagerly didn’t do much to change the incline of the uphill battle ahead. To revive the wounded company from receivership and give Hot Wheels (and, of course, Mattel) a run for their money, Kalinske needed to reorganize Matchbox, and do so in a flash. He spent the next couple of years traveling the globe and implementing ambitious restructuring plans, much of which hinged on moving all production to labor-cheap regions in Asia.

By 1990, his strategies appeared to be working and Matchbox had become relevant again. They were still miles away from bridging the gap with Mattel, but with revenue now over $350 million, the company had managed to turn a profit for the first time in years. Matchbox cars were starting to sell all around the world—except, for some reason, in Spain. So Kalinske went there to find out why not.

After arriving in Barcelona, Kalinske hopped in a cab to meet with the distributor in charge of selling Matchbox cars in the Spanish territories. Instead of embarrassing himself by trying to pronounce the address where he was headed, he simply passed the distributor’s business card to the cabdriver. The driver glanced at the card, noticed the Matchbox logo, and nodded.

Kalinske was baffled. His distributor worked out of a tiny office; how could this driver possibly know where to go based on only the logo? Once again, Kalinske tried to present the business card to the driver only to be waved off. “Matchbox, sí,” the driver said firmly. Kalinske was confused, but ultimately he decided he wasn’t a Spanish cabdriver and it wasn’t his job to know such things. He leaned back, took in the panoramic view of a sprawling Barcelona, and tried to remember if you’re supposed to tip cabdrivers in Spain or not.

Shortly thereafter, the driver stopped in front of a large yellow building. Kalinske stepped out of the cab and compared the address to the one on the business card. It didn’t match. In broken Spanish, Kalinske tried to argue with the driver, but the guy remained insistent that this was the right place. Kalinske finally gave in and told the driver to wait outside as he entered the building. But as soon as he stepped inside, he was greeted by a surprise.

Thousands of surprises, actually. The building turned out to be an industrial factory, churning out tiny die-cast Matchbox cars by the minute. Huh? Kalinske had moved all production to Asia, so why were shiny little cars shooting off a rusty conveyor belt in Spain? Was this why profits had been lagging? Who’d authorized this?

Returning to his broken Spanish, Kalinske asked the first worker he saw if he could use a phone. He whipped out the calling card he’d been using to stay in touch with his wife, and rang up his business partner David Yeh in Hong Kong.

“What’s up, Tom?” Yeh asked. “You make it to Barcelona okay?”

Kalinske had no time for small talk. “I thought production had been moved to Asia. All of it.”

“It was.”

“Then why do we have a factory in Spain?”

“What do you mean? We don’t have a factory in Spain.”

Kalinske looked around. Cars continued to pop out. “I’m definitely in Spain, and I’m definitely in a factory.”

“Oh, shit!” Yeh belted. “Tom, get the hell out of there and call the police.”

Kalinske looked up. Dozens of unfriendly eyes were now staring in his direction, and seconds later the gruff group of Spaniards began to approach him. Without even hanging up the phone, Kalinske sprinted out to the street, jumped into the cab, and yelled one of the few Spanish words he knew: “Vamanos!”

Kalinske went straight to the police, and shortly after, the illegal factory—set up by the very distributor he was in town to meet—was raided. This unexpected Spanish adventure full of twists, turns, and toy cars led Kalinske to the following thoughts:

1.  Hey, at least the cars were selling in Spain, even if we didn’t make a dime.

2.  Good thing for that driver or the mystery might never have been solved.

3.  It’s probably time for me to leave Matchbox and go do something else.

Though the incident served as a catalyst for his leaving, this was only a small factor in his departure. Ultimately, Kalinske left Matchbox because it would never be Hot Wheels. It would never be number one, and it could never be big enough to prove to Mattel that they were wrong. He needed that chance . . . but where?

Lost, frustrated, and unsure what to do next, Kalinske receded from the world in the safety of his home. He was perfecting the art of becoming a hermit until his wife, Karen, prescribed a remedy for his mood. “We need to get you out of the house,” she explained. “So guess what? Congratulations! You’re taking your family on a vacation.”

Karen, the perpetual voice of reason, was right again. And so with this advice, in July 1990, Kalinske took his family to Hawaii, where Karen enjoyed the beach, their three girls enjoyed building (and then stomping on) sandcastles, and Tom tried his best to stop thinking about a million things at once.

It was exactly what Tom Kalinske needed, but midway through the trip, an unexpected guest showed up . . .


PART ONE


GENESIS


1.


THE OPPORTUNITY

Tom Kalinske had a secret.

For years he had managed to keep it to himself, covering it up with a combination of white lies, noncommittal nods, and uneven smiles, but as he lay on a magnificent beach in sunny Maui with his loving wife and three energetic daughters, he could no longer keep it inside. He had to tell someone.

The right person to tell was Karen, of course. She had always been there for him, and most important, she seemed to possess a magical ability for making his anxieties disappear. She really was his voice of reason, the love of his life, and apparently very much asleep. “Hey, Karen,” he said, nudging her now-tanned shoulder. “Karen?” He lifted up her sunglasses, which confirmed that the blazing sun had knocked her into a slumber. Kalinske considered some other subtle means to poke or prod his wife into waking up until, upon further inspection, he noticed that their newborn daughter, Kelly, cradled in her arms, was also asleep. “Sorry about that, ladies,” Kalinske said, honoring the unwritten rule that all fathers should abide by: do not, under any circumstances, wake an infant, especially when her fragile little nap allows Mom a rare moment of uninterrupted sun-filled dreams. Karen, it appeared, was off the hook, and wouldn’t have to play the role of secret-keeper this time.

Kalinske thought about telling one of his other daughters, Ashley (five years old) or Nicole (three), but they were ankle deep in the ocean capturing hermit crabs in a bright yellow bucket and making the kinds of memories that they’d inevitably forget and only their father would remember. So he returned to reading a day-old New York Times, but as he scrolled through previews of baseball games that had already been played, a slender silhouette covered his newspaper. “Hello, Tom,” a cheerful voice said. “You are a difficult man to track down.”

Kalinske looked up to find a Japanese man with piercing brown eyes and a messy, wind-mangled combover: Hayao Nakayama. “What are you up to?” Nakayama asked, trying to emit a friendly smile, which came out looking more like an ominous smirk. Kalinske would soon learn that Nakayama was incapable of producing a genuine smile. His round face always held too much mystery, making simple, genuine emotions too hard to pull off.

“Well, I was trying to have a nice, relaxing moment with the sun here, until you got between us,” Kalinske gracefully shot back. He never allowed himself to appear off guard in conversations and was committed to masking any discomfort or unease with a Jamesdeanian coolness. Nakayama suddenly realized that he was casting a shadow over Kalinske and took a couple of steps to the side. As the sun hit his face, Kalinske smiled and greeted his unexpected guest. “Great to see you, Nakayama-san. What brings you out to Hawaii?”

“I came here to find you. As I just said, you are a difficult man to track down.” Nakayama spoke nearly perfect English, albeit with a strange slight Brooklyn accent. It was smooth and seamless, except for the occasional broken phrase. His errors, however, seemed to have less to do with grammatical difficulties and more to do with the rhythm of his conversation. It was almost as if he threw in a few “mistakes” from time to time as camouflage; allowing himself to hide behind the language barrier and play the role of clueless foreigner if need be. “When I heard about your departure from Matchbox I left many messages at your home.” Nakayama tried another smile, this one coming out like a spooky grin.

Kalinske bowed his head a bit. After leaving Matchbox, he had tried his best to hide from the universe. He screened all his calls, turned off the fax machine, and rarely left the house. He had been feeling small in the world and he dealt with it by making his world as small as possible. Karen had been good about dealing with his reclusive behavior. She knew he was down and didn’t press the issue. Her husband had bounced back from many things over the years, and there was no doubt in her mind that he would soon return to the world more spectacular than ever before. In the meantime, she didn’t mind having him around the house. For a temporary recluse, he was quite friendly, good with the dishes, and only sometimes a liability when doing the laundry.

“Yeah, I got your messages. Sorry I hadn’t gotten back to you yet,” Kalinske said. “I’ve just been trying to take some time to myself and figure things out a little.”

“Ah, yes,” Nakayama said. “But don’t you know that this is why I called?” Then, right there in the middle of Kalinske’s family vacation, Nakayama made him an offer to become the next president and CEO of Sega of America. As unusual as it was to be offered a top-level executive job on the beach, Kalinske wasn’t completely shocked. After all, Nakayama was the president of Sega Enterprises, and there had been rumors for some time that he was looking to replace Michael Katz, the current head of Sega’s American operation and a man Kalinske knew personally and considered a friend. Nakayama cleared his throat. “What do you say, Tom? I am certain you are the man for the job. We have a wonderful new videogame console.”

Kalinske looked at Nakayama, studying the weathered version of a face he knew well. They had first met in the late seventies, when Kalinske was still the golden boy at Mattel. At the time, there were two companies that were the envy of all others: Apple and Atari. Though it was unrealistic for Mattel to jump into the high-tech, high-risk world of personal computers, it could certainly afford to try its hand at mimicking Atari. Though Kalinske mostly dealt with dolls and action figures, he couldn’t help but see how ridiculously popular and profitable videogames were becoming, and he decided that Mattel’s Toy Division would release handheld electronic games like football and racing. The gameplay was repetitive and the graphics were mediocre at best, but the handheld games were a smashing success. As Kalinske looked to quickly expand this line of business beyond sports, he sought out Nakayama to talk about turning some of Sega’s popular arcade hits into a line of portable games. The handheld technology turned out to be too simplistic to handle Sega’s games, though, so no deal could be reached. Despite not moving forward together, Nakayama found Kalinske endearing and was impressed with his encyclopedic knowledge of the toy industry. The two had remained on good terms ever since.

Kalinske’s adventures in the videogame industry, however, turned out to be short-lived. After releasing this series of primitive yet highly successful handheld devices, Mattel had decided that videogames were the future. As a result, the company formed an Electronics Division, hired a bunch of brainiacs, and took away anything with batteries from Kalinske’s team in favor of this brand-new department. Kalinske was forced to watch from the sidelines as Mattel made a big push to redefine itself behind these handheld devices and their dazzling home console: Intellivision. Kalinske was irked by the move; he had helped create this future and thought he deserved the chance to decide how it should turn out. But ultimately, he didn’t care all that much. Videogames were fascinating, but they did all the work for you. No amount of graphics or gameplay could possibly compare to the entertainment value of toys, which, of course, didn’t run on batteries but rather were powered by the world’s only unlimited resource: imagination.

Besides, the quick end to his relationship with videogames turned out to be for the best. By 1983, it seemed that every company had copied Mattel (who had copied Atari) and gotten into the gaming racket. The market quickly became oversaturated, and the burgeoning videogame industry collapsed. Mattel lost hundreds of millions, Atari lost billions, and Americans from coast to coast lost interest in buying the latest and greatest videogames. After teetering on bankruptcy, Mattel learned their lesson and decided that videogames were no longer their future. Their future would be the same as their past: dolls and action figures.

Kalinske knew that even though Americans had given up on videogames, this wasn’t the case overseas. While Atari famously buried three million copies of their notoriously unsuccessful game, E.T. the Extra-Terrestrial, in a New Mexico landfill, the Japanese were flocking to arcades faster than ever. So although Nakayama and Sega seemed to not be welcome in America, the company continued to survive and enjoy success with a generation of Japanese kids and teens who instinctively took to rapidly blinking, brightly colored arcade screens like moths moving toward a glowing light in the dark.

Raising an eyebrow, Kalinske turned to Nakayama. “This new thing you’ve got is like the Nintendo, right?” Kalinske had never played Nintendo’s 8-bit system, dubbed the Famicom in Japan and the Nintendo Entertainment System (NES) in the United States, but he was certainly aware of its massive success. Everyone was. Nintendo was a small but ambitious Japanese company that, in 1985, dared to try to resuscitate the videogame industry in the United States where it had been dead since the failures of Atari and Mattel. Against immense resistance, the NES finally knocked down the fickle walls of pop culture and proved that videogames were not a fad: they were big business. Now, by 1990, less than five years later, Nintendo owned 90 percent of a $3 billion industry. The other 10 percent of the market was made up of wannabes who had seen Nintendo’s success and wanted in on the action. Among this group was Sega.

Nakayama rolled his eyes. “No, it is nothing like the Nintendo. Our system is much better. The Nintendo is a toy, but what we have, it is like . . .” He trailed off, struggling to find the perfect words. “Tom, I need for you to come with me to Japan. You must see this for yourself.”

Before Kalinske could find a respectful way to protest, he was saved by his five-year-old daughter, Ashley, calling his name, “Daddy!” In that ghostly way that kids can appear out of thin air, she stood before both men and raised her clasped hands to show him something. After doing so, she noticed Nakayama and took a small step backward. “Who is he?”

Nakayama introduced himself and offered the young girl a smile.

“Sweetie,” Kalinske said tenderly to his daughter, “Daddy needs some advice. Would you be willing to give your father some advice?”

Ashley loved telling people what to do. She nodded.

“Great,” Kalinske said, and paused to figure out how to phrase his question. “So my friend here wants me to go with him on a little vacation to Japan. He wants to show me something there. But I don’t think that’s a good idea because, you know, I’m already on a vacation with you, your sisters, and Mommy. What do you think I should do?”

Ashley bit her lip and gave this question tremendous thought. As her eyes darted between her father and the man with the funny hair, Kalinske was struck by how fast his daughter was maturing. He felt a pang of pride followed by a pang of sadness. All this time she’d been growing up and becoming a person, and he’d been busy chasing his tail at Mattel or at Matchbox. It was all going on right before his eyes, and he was missing everything. Ashley interrupted his thoughts. “You should go to Japan with your friend.”

“What? No.”

“Listen to her, Tom,” Nakayama said. “She is a wise one.”

Kalinske looked into his daughter’s eyes. “You don’t want me here?”

“Of course I want you to stay. But he just wants to show you something, Daddy,” she said, exasperated. “Jeez!”

Kalinske was struck by the wisdom of her kid logic. “Well, if that’s what you think . . . then I’ll go.”

“Okay, okay, whatever,” Ashley said. “Now can I show you my surprise?”

Amid all the potential life-changing decision making, Kalinske had forgotten that his daughter had come over with a surprise in her hands. “Oh, yes, please.”

She opened her hands and revealed a clump of sand.

“What is it, sweetie?”

A devilish smile crept across her face. “It’s a snowball that’s made of sand.” She laughed a few times, then threw it at her father’s stomach. It left a little mark just above his bathing suit before falling to the ground. This was too funny for Ashley to handle, and she ran off laughing so hard that she practically fell over.

Kalinske turned to Nakayama. “Well, I guess I’m going to Japan.”

“You will like what I show you.”

“I better. Because my wife is not going to be happy.”

“She will not be happy now, but she will be happy later,” Nakayama said. “When you become president of Sega.”

“You’re pretty confident, eh?”

“I do not mean to be so forceful,” Nakayama said. “I understand this is your family vacation. If you wish to remain at the beach for the rest of the day, we can leave in the morning.”

“Uh-oh, are you getting nervous that I might not be as impressed as you first thought?” Kalinske said, sensing a playfulness within himself that had been absent for some time. He felt youthful, curious, perhaps even excited, and he could hear it in his own words. The world seemed slightly bigger, and he felt the private pride of being the only one who noticed it. He looked at his unexpected guest, wanting to say something to extend the moment. “Nakayama-san, can I tell you secret?”

“Yes, Tom. Of course.”

Kalinske looked over his shoulder before leaning in and confessing the dirty little secret to his new friend. “I don’t even like the beach.” Nakayama didn’t seem to react to the words, but Kalinske had gotten them off his chest. “I mean, I understand why someone would like it. The sun, the sand, the water; I guess that’s relaxing. But I just don’t feel that way. All that stuff, I think it’s . . .”

Nakayama jumped in to finish his sentence. “Boring.”

“Yes!” Kalinske said. “Exactly. It’s nice and all, but it’s boring.”

“Of course, Tom. Of course,” Nakayama echoed. “It is boring for people like us.”

Suddenly, strangely, Kalinske didn’t feel so alone.

Nakayama put his arm on Kalinske’s shoulder. “Okay, then, let us now go on a real vacation.”

Kalinske smiled. “Let me just ask my wife if it’s okay.”

He turned to Karen, who continued to lie motionless on her back.

“You have my permission, honey. Go conquer the world and all that,” she said.

Kalinske was caught off guard. “You’re awake? You heard everything?” He asked, before quickly converting his clumsy surprise into a sly sureness. “Sneaky move, Karen. I’m impressed.”

“Don’t be. You’re not as quiet as you think you are,” she said as she lifted up her sunglasses, revealing her shining brown eyes. “Oh, and honey, everyone knows you don’t like the beach. It’s not exactly a well-guarded secret.”

Karen winked at Tom, and with her blessing, he was on his way to Japan.


2.


R&D

Like a shark swimming by a school of fish, a hulking yellow Cadillac de Ville crept past awestruck motorists on Tokyo’s busy streets. Kalinske and Nakayama sat in the back of the chauffeured car, watching the people they passed instinctively try to peer through their tinted windows. Guppies.

Unlike most wealthy Japanese businessmen, who favored the comfort and grace of a limo, town car, or even an upscale Nissan, Nakayama had an entirely different opinion when it came to transportation. He had imported a big, bulky left-hand-drive Cadillac that was so large and exotic, it made other cars on the street appear to shrink in comparison. Wherever he went and whatever he did, Nakayama always stood out.

As the automotive extension of Nakayama’s personality cruised through narrow streets, Nakayama and Kalinske drank whiskey and argued the merits of karaoke. Like most Japanese, Nakayama held enormous respect for the activity and considered it an art, and like most Americans, Kalinske thought it was a cheesy thing to do that seemed like a good idea when drunk but usually ended with regret. These men may have been from two different worlds, but at least they could both appreciate fine whiskey. They refilled their glasses, agreed to table the karaoke discussion, and downed their drinks.

Kalinske finished a nice long sip. “I have a question.”

“Perhaps I have an answer.”

Kalinske leaned forward. “What about Katz?”

“What about him?”

“What happens to him?”

“To Katz?”

Kalinske shook his head. He had been waiting for the right time to ask about Katz, which was starting to feel like never, but if he was even going to consider taking the job and replacing a friend, they needed to have the conversation. “Oh, don’t play it like that. You know we have a history. You had to know I was going to ask about him at some point. So, yes: what about Katz?”

Katz, of course, was Michael Katz, a no-nonsense pragmatist who was already something of a journeyman in the nascent videogame industry. His experience stretched all the way back to 1977, when he had served as the marketing director for Mattel’s brand-new line of LED handheld games. After growing the new product line into a $500 million business, Katz moved on to Coleco for their short-lived console venture. After that, he became president of a small, unprofitable computer game company called Epyx, before moving on to Atari in 1985, which by that time was a shell of its former self. Katz had experienced the highs and the lows, and his year as Sega of America’s president could probably most accurately be described as somewhere right in the middle.

After a series of gimmicky electronic game systems (like the frigidly named SG-1000, which was cheaply built with spare, off-the-shelf parts), Sega’s first real foray into the wide world of home videogames came with the release of the Master System. This was their own NES-like 8-bit console, intended to rival the staggering success of Nintendo. But it was not exactly the triumph they had in mind. The Master System was released first in Japan in 1985, and then in North America in 1986, but in less than two years it was clear that Sega wasn’t going to be able to make a dent on the force that was Nintendo. Nakayama decided that if they couldn’t win the battle on 8-bit terrain, then they would move the location of the war, and this time at least have the advantage of being there first. They quickly and unceremoniously retired their Master System and shifted their attention to the next generation of videogames: 16 bits, twice as powerful as the NES. Again, they created and released their cutting-edge 16-bit system first in Japan, where it was called the Mega Drive, and next in North America, where they dubbed their technological dynamo Genesis.

In October 1989, Katz was hired to make the Genesis a smash hit in America. In Japan, the Mega Drive had achieved mild success with its initial release, and this gave the powers that be high hopes for their American counterparts. So high, in fact, that Nakayama came up with the rallying cry “Hyakumandai!” (one million units). Despite the shadow of Nintendo, Nakayama fully expected that Katz would be able to sell more than a million Genesis systems by the end of his first year on the job. Katz had tried his best to reach this goal and make a name for the Genesis, but after that year was up he had sold only about 350,000 units and Sega still lacked an identity. Not great results, but not terrible, either. The problem was that Nakayama just didn’t think he was the right man for the job. He had good ideas, but he lacked follow-through and the grace to get things done. Big talk, that’s what he was, and nothing personified this better than the ad campaign he had chosen: “Genesis Does What Nintendon’t.” Not only did this bother Nakayama-san because competitive advertising was frowned upon in Japan, but even more so because it was just an empty promise. Genesis does what Nintendon’t? What, not make money? Katz knew what Sega was not, but Nakayama believed that Kalinske knew what Sega could, should, and would be.

“Katz had his chance.”

Kalinske raised an eyebrow. “His chance? A year?”

“He was only hired for the job until the right person came along.”

“Still . . . one year?”

“He thinks he’s running a movie studio, not a videogame company. He spends my money like a madman and then calls it an investment. He thinks everything is an investment.” Katz had spent a lot of money to secure deals with celebrities, highlighted by $1.7 million for Joe Montana and, most recently, boxer James “Buster” Douglas, the current heavyweight champion of the world. “He has no vision for the company. No identity. So all he does is go out and try to buy one.”

Kalinske considered this. “Well, Nintendo has Mario. So naturally you guys should have your own mascot character, someone to crush that little plumber.”

“See! You get it, Tom!” Nakayama said, so thrilled that someone else saw the world the same way. “I have tasked our most loyal employees with coming up with our own Mario. You will be astounded by their work, I assure you,” he said, his voice vibrating with excitement. “Katz doesn’t understand. He just likes to spend money.”

While Nakayama’s accusation that Katz had spent a lot of money was true, the insinuation wasn’t exactly fair. Katz knew that the secret formula to selling a million units lay in making popular games. If people craved the software, then they would undoubtedly buy the hardware. This had been Nintendo’s approach: dazzle the market with much-talked-about hits like Super Mario Bros., The Legend of Zelda, and Teenage Mutant Ninja Turtles, and as a result, seduce an entire generation into buying the NES. Unfortunately, this approach presented a problem for Katz because Nintendo held an iron grip on software developers. If game designers wanted their game on the NES, then Nintendo had them sign an exclusive agreement with a stringent noncompete clause. So if Nintendo got a game, there was no way that Sega could offer it on their system, and given Nintendo’s monstrous success, why would anyone choose Sega over Nintendo? Katz’s solution was to hitch Sega’s wagon to household names, believing the association between Sega and the likes of Joe Montana and Buster Douglas would bring about a certain level of respect and legitimacy.

“You know Katz, though. He’s a builder,” Kalinske said. As much as he understood where Nakayama was coming from, he had a soft spot for Katz. They had become buddies at Mattel, they played tennis together, and their wives got along. “Katz is slow and steady. I thought that’s what wins the race, no?”

“This is not a fable, Tom.” Nakayama shook his head. “I want you to take his job because you will be able to do it better.”

“Again, I appreciate the flattery, but I don’t know the first thing about videogames. I know toys. I’m a toy guy.”

“No, Tom. You are a salesman.”

Kalinske thought about this as Nakayama refilled his glass and the Cadillac de Ville continued along, turning heads on the streets of Tokyo.

They were dropped off in front of Sega headquarters, which Kalinske was surprised to find was bland and innocuous. It looked almost like a college dorm complex, openly nondescript and painted in a crusty, faded-looking yellow-white. The only difference here was that at the top of this humble ten-story building, the name SEGA was emblazoned in blue capital letters.

Nakayama led Kalinske into the building, which somehow turned out to be even more unspectacular on the inside: drab lighting, crowded workstations, and uninspiring windowless conference rooms. As Nakayama introduced his great white hope to the most senior of the hundred or so employees, Kalinske was already having second thoughts.

They made their way into a boxy gray elevator, where Nakayama attempted to reassure his now-skeptical guest. “It gets better.”

“No, no, it’s fine,” Kalinske said.

The elevator stopped on the third floor and Nakayama led Kalinske into what he considered the crown jewel of Sega’s operation: the top-secret R&D lab, where long tables were overrun by large computers, unrecognizable mechanical tools, and several televisions that had been taken apart. Kalinske felt like he had entered an evil scientist’s lair—that is, if the evil scientist in question had planned to take over the world by means of videogame domination.

Nakayama proudly escorted Kalinske around the room, introducing him to all sorts of gadgets and gizmos that seemed too small and sophisticated to actually exist. With marvelous graphics moving at racecar speed, these seemed less like games than they did playable dreams. This stuff was light-years ahead of what Kalinske remembered from his days at Mattel.

Nakayama pulled him over to a small station and handed him a little black device. “This is called the Game Gear. It will come out here in October and then sometime next year in America.” The Game Gear felt great in Kalinske’s hands, and as Nakayama turned it on, the screen flooded with graphics that seemed too good to be true. Kalinske didn’t know much about Nintendo’s home console, but he was familiar with their handheld device, the Game Boy. Like most everyone else, he had been caught up in the whirlwind of Tetris, the addictive puzzle game that came with the Game Boy. The Game Gear featured a similar game called Columns, which seemed to Kalinske to be equally as addictive, yet instead of staring at the dull-yellow coloring of the Game Boy, he was playing a game with vivid, glorious colors. Nakayama wanted to show him more, but Kalinske couldn’t stop fixating on the Game Gear. “You take it,” Nakayama said with a nudge. “You take it and show it to your daughters. They will love it so much.”

Eventually Nakayama pried him away and dazzled him with more glimpses of tomorrow: a CD-based device that played games with near movie-quality graphics, a pair of 3-D glasses that could be worn to bring certain games to life, and some kind of hefty virtual-reality headset. Finally, the tour concluded in front of Nakayama’s crown jewel: the Sega Genesis. Kalinske stared at this beautiful black beast. It was sleek and seductive, with graphics and gameplay that blew what little he knew about Nintendo out of the water. He wondered how the hell Katz had struggled to sell this.

Nakayama watched Kalinske’s eyes widen like a kid who not only was inside a wondrous candy shop but had just been told that he now owned it. “You like?”

Kalinske took a moment to compose himself. “It’s okay.”

“Ah, yes, sure it is,” Nakayama said. “Shall we go somewhere more private to continue our discussion?”

Kalinske put down the controller he had been inspecting. He couldn’t get over how comfortably everything fit into his hands; it was as if they were designed specifically for him. He left with Nakayama, trying his best to hide his boyish enthusiasm. He didn’t know exactly where they were headed, but for the first time in a while he felt excited about whatever would come next.


3.


THE STORY OF TOM KALINSKE

Nakayama took Kalinske to a popular hostess bar downtown. Despite the sizable crowd of businessmen, their sporadic drunken chuckles, and the constant flirtatious giggling of the pale-faced women dressed as naive schoolgirls, the place offered a certain level of solitude. Perhaps it was the dim lighting, or maybe it was the collective sentiment that everyone there seemed to want nothing more than a moment of privacy and had no interest in getting entangled in the business of anyone else.

“What exactly are your concerns?” Nakayama asked, as one of the bar’s geisha girls strolled over to him and Kalinske with small glasses of sake.

“For starters, I’m not too thrilled about the idea of uprooting my family.” Sega of America’s headquarters were in San Francisco, and Kalinske would have to move his family there from Los Angeles.

“Northern California is the place to be. That’s where things happen. What else?”

Kalinske sipped his sake. “What else? A lot of things.”

Nakayama skeptically squinted his eyes. “I think that beneath ‘a lot of things’ is just one thing. So tell me, what is the problem?”

Perhaps Nakayama was right. Perhaps the stresses that came to mind were just tiny planets of anxiety that were all orbiting a single sun. “Okay,” Kalinske said, gathering his concerns. “I don’t want to put in everything I have only to watch the carpet get pulled out from under me. I want to be able to try things. I want to be able to fail. I want to be able to make this exactly what I think it ought to be and not have to explain myself every step of the way. Basically, I don’t want Mattel to happen again.”

Kalinske abruptly finished, realizing that he’d struck a nerve that had been buried for years. Nakayama finished his glass of sake. “Okay, fine,” he said. “You come work for me and I let you do things your way. This is the deal. No tricks.”

These were the magic words that Kalinske had been waiting for, but when they finally came he was momentarily distracted by something unusual across the bar.

“Do you have an answer?” Nakayama asked.

Kalinske heard the words, but his mind was locked on a well-dressed man sitting at a table about twenty feet away. This man, whose elegant outfit screamed success, was surrounded by beautiful women, scheming friends, and copious amounts of alcohol. Yet despite these temptations, the well-dressed man was completely entranced by only one thing: a Game Boy. As his fingers jabbed the buttons of Nintendo’s handheld console, nothing else in the world mattered.

“Tom?” Nakayama asked, trying not to sound too curious.

“I need to think about it,” Kalinske replied, and then he pulled out the Game Gear he had received earlier as if this might somehow hold the answer. Could he seriously see himself jumping into the videogame industry? Did he actually believe he had what it took to topple Nintendo? And, for that matter, did anyone? As he considered these questions and thought more about the well-dressed man, the machine came alive in his hands and Tom Kalinske’s life flashed before his eyes.

Suddenly his mind was flooded with the sights, sounds, and feelings of being a little boy, racing a red die-cast toy car up and down his legs in the backseat of the family’s station wagon, wedged uncomfortably between his brother and sister, as his family moved from Iowa to Chicago. The family had moved a lot during his childhood, which was difficult on a small boy, but he remembered it being a little easier because he always had that toy car by his side. He loved it not only because it was always there for him but because he had built it from a kit and painted it the exact color he wanted. He’d savored so much being the creator of something.

He remembered liking Chicago, mostly because he was only five years old, liked life, and thought that life was Chicago. But then his father got a new job at a water treatment facility in Tucson, Arizona, and the family moved again. Tom had been nervous, but he had his toy car, which he felt kept him safe from everything changing around him.

His family stayed in Tucson for good, and that allowed Tom to dive headfirst into the thick desert heat and become many things: a Boy Scout, an athlete, a baseball card collector. When he was twelve years old, his mother convinced him that he had a beautiful singing voice and dragged him down to the so-called Temple of Music and Art. There he auditioned for and was accepted into the prestigious Tucson Boys Chorus, whose past members included George Chakiris and John Denver. He soon discovered that he really was good at singing, which filled him with red-hot ambition. Within nine months, Tom was promoted to the chorus’s traveling group. Over the next five years, he toured the entire country, sang on The Ed Sullivan Show, performed at the White House, and traveled through Australia, Mexico, and Canada while cutting albums for Capitol Records.

That period of his life had moved fast—it was still a whirl in his mind all these years later—but the velocity had served him well. He returned home full-time to Arizona for his junior year of high school and made heads turn with his blazing speed. He joined the track team and earned a scholarship to the University of Wisconsin but lost it junior year when he got injured in a car accident. Even now, so many years later, he could still viscerally feel not just fragments of the pain, emotional as well as physical, but also how his now-or-nothing persona had emerged at that time. Without the scholarship, he needed to make money in order to pay for classes and graduate, so at twenty-two, with his back up against the wall, that red-hot ambition returned, steering him toward marketing.

Tom Kalinske and his friend Jonathan Pelligrin had both recently taken an advertising class and decided that male students were a very hard demographic to reach. So Kalinske and Pelligrin decided to start a magazine, called Wisconsin Man, that was specifically designed to reach male students. The magazine would feature stories about sports, cars, women, and how to do things like ski, barbecue, or interview for jobs. Local and national advertisers recognized the value in targeting the readers of Wisconsin Man and paid handsomely for space in the magazine.

This experience proved to Tom that he was capable of bigger things, so he enrolled in business school at the University of Arizona to study marketing. This time, to pay for school, he wrote and sold ads for a local company that owned radio and television stations. In 1968, his writing, résumé, and colorful life experiences earned him a job with J. Walter Thompson, the renowned New York advertising firm. His responsibility was to come up with new product lines for existing customers. Within a couple of months, Kalinske made a name for himself with the work he did on the Miles Laboratory account.

Miles Laboratory was a health products company that had risen to prominence in the 1940s with their One A Day multivitamins. In the 1960s, they wanted to expand their business to children, and developed Chocks, the first chewable vitamin. Though parents liked the idea of providing supplemental nutrition to their children, kids avoided the vitamins because they seemed to be too much like medicine. To change the minds of this fickle demographic, Kalinske suggested that the vitamins be shaped like characters that kids liked, and arranged for the licensing rights to a recently syndicated cartoon from the animation company Hanna-Barbera. This deal resulted in the creation of a successful new product called Flintstones Chewable Vitamins.

As all these memories flooded back to Kalinske, he couldn’t help but feel a certain retroactive naturalness to the trajectory his life had taken, and recognize the confidence that had been a constant presence throughout his life. That confidence had never been more on display than in 1970, when Senator Margaret Chase Smith arranged for a series of subcommittee hearings to investigate the advertising tactics used to sell high-sugar products that were heavily fortified with vitamins and minerals. The allegation was that advertisers were attempting to create a false perception that the health hazards of such products (like cereal, juices, and candy-like chewable vitamins) were offset by the added nutrients. During the hearings, Kalinske took the stand, where he was reprimanded by Senator Smith for essentially selling candy wrapped in a flimsy excuse of good health. “So, Mr. Kalinske,” she said, pointing a finger at him. “Do you really think selling drugs to children is a good idea?”

Kalinske knew that he was supposed to sit up there and transform himself into a fountain of apologies, but with the finger pointed in his face, he decided to opt for the truth. “I think it’s a great idea! Fifty percent of America’s children are malnourished, and, frankly, I don’t care how they get their vitamins as long as they get them. We’re helping kids stay healthy.” The room went silent. After he was dismissed from the stand, he was approached by executives from Mattel who had been watching the proceeding and were impressed with his performance. They offered him a position as product manager of their preschool business.

Two years later, he was invited to speak with the founder and president of Mattel, and experienced his first career-defining moment. “People are saying that Barbie’s done, finished, kaput,” Ruth Handler proclaimed in her usual raspy, exasperated, yet somehow optimistic voice. “Barbie just had her first-ever down year last year. And you know what that means. In this business, once you dip, you drop and you don’t stop.” She finished her rant with a powerful but gentle nod of the head. “People are saying it’s time to kill Barbie and devote our resources to other things. What do you say?”

An idealistic but unpolished twenty-seven-year-old Tom Kalinske stood in front of her desk, wearing a pleasant smile, as he tried to make sense of what he’d just heard. He desperately wanted to impress his boss, the living legend responsible for making Barbie the most famous plastic doll ever. To avoid saying the wrong thing, Tom continued to hide behind the shield of his smile.

“Nope,” Ruth said, her eyes unflinching. “You don’t get to where I am without becoming fluent in the language of smiles. And that one you’ve got slapped across your face right now says, ‘I have no idea how to answer her question, so I should try to remind her that I’m handsome and charming.’ Am I right?”

Tom chuckled, and this time he gave her a very different kind of smile.

“Okay then, that’s much better. But just because I called you charming and handsome doesn’t mean you’re off the hot seat. Now answer the question, mister.”

“Well, Ruth,” he said, almost surprised to hear himself sound so calm, “that’s the craziest thing I ever heard. Barbie, done? No way.” Kalinske shook his head profoundly, now controlling the room with his every word, gesture, and expression, a gift that would reveal itself to him more and more over the years. “Look, I think it’s fair to say that both you and I are in good health and seem destined to live nice long lives. And let me tell you something: Barbie will be around long after you and I are gone.”

“Oh, is that a fact?” she asked.

“It is,” he said confidently.

Ruth’s eyes zeroed in on his. “What makes you so sure that people won’t get bored of a doll, albeit a fetching blond one?” A tiny smile delicately bent half of Ruth’s face. She wasn’t the only one fluent in the language of smiles, and Tom knew what it meant: genuine curiosity, with the potential for an impulsive decision.

“They won’t get bored,” he said, “because Barbie’s not just a doll. She’s an idea, a promise to girls of all ages that you can fulfill any dream or fantasy out there. Through Barbie, a girl can be anything she wants to be!” Kalinske nodded slowly. “And yeah, it doesn’t hurt that she’s not bad-looking.”

Ruth emphatically slapped her desk. “Great, that’s the right answer. You’re promoted. You’re now the marketing director on Barbie.” Without missing a beat or giving him a moment to gloat, she shooed him away. “You’ve convinced me. Now get out of my office and go convince the rest of the world.”

And that’s exactly what he did. He revived the Barbie line with the novel idea of segmenting the market. Instead of simply selling one doll per season, Mattel would offer a multitude of Barbies for differing interests, at diverse price points, and targeted at girls of different ages along the spectrum. There would be a Twist N’ Turn Barbie, Ballerina Barbie, Hawaiian Barbie, and even President Barbie. In addition, Mattel would vigorously expand the line for her family and friends with the likes of Big Business Ken and Growing Up Skipper, a version of Barbie’s younger sister whose breasts would get larger and waist would shrink with the rotation of her left arm. Looking to fill every possible segment of the market, Kalinske even started a line of high-priced collectible Barbie dolls, which came with limited-edition fashions by famous designers like Oscar de la Renta and Bob Mackie. As a result of this new approach, annual sales soon skyrocketed from $42 million per year to $550 million by the end of the decade.

Kalinske’s ability to sell particularly came in handy when he met a woman who made his mind feel both empty and infinite. At the 1979 Toy Fair, there she was: a striking young woman hired to dress as Barbie and present the doll’s latest accessories at the Mattel booth. Karen Panitz was her name, a New York actress who’d recently had a bit part in Saturday Night Fever. She tried to resist his charm, but that didn’t last long, because it was obvious that he understood her and she very much understood him. It wasn’t quite love at first sight, but what they had was much better than that: a romance built to last through the many splendors and tragedies of life, and in 1983 they married.

Even though he had it all, there was always a need for more. More ideas, more discoveries, and more to do—the instability was always his favorite part. So when Mattel needed a new toy that could replicate for boys what Barbie did for girls, Kalinske rose to the challenge. He commissioned the development of a heroic male action figure, testing out spacemen, military heroes, firefighters, and superheroes—everything under the testosterone-infused sun. The concept that tested strongest was a muscular, sword-wielding, brown-haired conqueror. Kalinske asked the designer to make the hero’s hair blond, and then he and his team worked on digging deeper into their character and coming up with his personality, backstory, and supporting cast. The end result was a unique universe for its master, their new character, He-man. The action figure became one of the year’s best-selling toys and quickly rose to the top of the character popularity charts. This led to the creation of a comic series, collectible trading cards, and the hugely popular animated TV show He-Man and the Masters of the Universe.

Between Barbie, He-Man, and everything in between, people would say that Kalinske had the “magic touch.” He liked when people said it, even though he knew it wasn’t true. There was no such thing as a magic touch, and it wouldn’t have mattered if there were, because the only thing it takes to sell toys, vitamins, or magazines is the power of story. That was the secret. That was the whole trick: to recognize that the world is nothing but chaos, and the only thing holding it (and us) together are stories. And Kalinske realized this in a way that only people who have been there and done that possibly can: that when you tell memorable, universal, intricate, and heartbreaking stories, anything is possible.

“More?” interrupted the geisha girl from earlier, appearing beside Kalinske with a warm jug of sake. “Yes, maybe?” she asked hopefully, pointing to his glass.

Kalinske nodded, returning to the moment. But before the girl could fix him a drink, she suddenly became transfixed by the Game Gear and, as with the well-dressed man, the world suddenly shrunk around her. Well, would you look at that, Kalinske mused, while having a revelation that would shape Sega, the videogame industry, and the face of entertainment as a whole. Videogames weren’t just for kids; they were for anyone who wanted to feel like a kid. Anyone who missed the freedom and innocence that comes with endless wonder. Videogames were for everyone; they just didn’t realize it yet.

“What is this?” the geisha girl asked, finally refilling Kalinske’s glass.

As he considered the question, Nakayama noticed that a grin had grown across Kalinske’s face, and he seemed to know that it had nothing to do with the sake. This was the kind of expression that you remember someone by for the rest of his life. The kind of expression that either starts or ends a story.

“Can’t you see?” Kalinske said to the girl as if it were obvious. “It’s the future.”


4.


RUDE AWAKENING

As Kalinske settled into his new office in the one-story warehouse where Sega rented space, he couldn’t help but think about how different this was from every other place he’d ever worked. It was a far cry from Mattel’s eight-story tower in Hawthorne, California, not even in the same league as J. Walter Thompson’s high-rise on Manhattan’s Madison Avenue, and barely a step up from the college apartment where he’d founded Wisconsin Man magazine. Well, he thought, at least this new office came with a view, and then he looked out the window at the small company parking lot. It was his first day as president and CEO of Sega of America and he had only met a few people thus far, but he couldn’t resist trying to guess which car belonged to which person.

“You’re a colossally outstanding idiot!” someone said, interrupting his thoughts.

Kalinske turned around, looked up, and muttered a barely audible noise that could best be described as the sound a question mark might make. It was Michael Katz, standing by the door, slowly shaking his head, with an unfinished smile on his face.

“I’m sorry, Michael,” Kalinske said. “I didn’t actively pursue this job.”

“You stealing my job isn’t what makes you an idiot. That makes you kind of an asshole. But I’ve always known you were secretly kind of an asshole. What I didn’t know was that you were also secretly a colossally outstanding idiot.”

Kalinske offered Katz a seat, but he declined. “How so?”

“For taking this job,” Katz said.

“What makes you say that?”

“Oh, I don’t know, about a million things, but at the top of the list is the glaring fact that you don’t know a thing about videogames!”

Kalinske considered this. “I’ll learn,” he said at last.

“Yes, and what you’ll soon learn is that you shouldn’t have taken this job. Do you know what Sega really is? Sega is a joke. Sega is a punch line,” Katz ranted. He was good at ranting; at times it appeared to be his best quality. “Sega is a ticking time bomb, and you just signed up to strap it to your chest—”

Kalinske cut him off. “I’m glad you came in here, actually. I’ve been doing some research, and I wanted to say that you did a very strong job, given the hand you were dealt.”

“I know,” Katz said, nodding. “I did. And look how far away we—sorry, you are from even being a blip on Nintendo’s radar.”

“Then I guess I’ll be the one to go down with the ship,” Kalinske said with a dignity he felt distinguished him from most other leaders. “Look, I appreciate the advice, Michael. I know it’s going to be an uphill battle.”

Katz shook his head. “This just isn’t like you,” he said. “What happened? Did he take you to the secret lab? Or was it the hostess bar?”

Kalinske tried not to let his eyes reveal the answer.

“Oh, my God. It was both, wasn’t it?” Katz snickered.

Kalinske stood up and walked Katz to the door. “Listen, I appreciate the . . . whatever you would call this, but . . .”

“Wait,” Katz protested. “I just want to ask you a question. Do you really think he’s not going to do the same thing to you that he did to me? Think about it.”

Kalinske tried his best not to. This was a question that had scraped the top of his mind on numerous occasions since his Japan trip, but he’d been trying his best to avoid it.

With a sheen of sincerity, Katz met Kalinske’s eyes and offered some parting words. “Just remember: you may think you’re in charge and you may think he’s your friend, but watch your back.” And then, before leaving, Katz locked eyes with Kalinske, and it dawned on both men that their future success and failure would forever be strangely intertwined.

“I really do think you did a good job, Michael.”

“Thanks, Tom. Thanks.”

They shook hands and, for a moment, let mutual respect trump awkwardness.

Kalinske shut the door and walked back to the window, where he spent a few moments staring at the unspectacular parking lot. This was the view, this was his new life. Get used to it, he thought.

There was a gentle knock on the door, and in came Shinobu Toyoda, a thin, soft-spoken Japanese man who wore fine Italian suits, fetching neckties, and a pair of thick glasses that always seemed to be trying to escape down his nose. He served as the executive vice president with the primary responsibility of acting as liaison between California’s Sega of America and Tokyo’s Sega of Japan. After Kalinske accepted the job, Toyoda had graciously been meeting with the new CEO to give him the lay of the land. Within moments of their first meeting, Kalinske could tell that behind Toyoda’s reserved demeanor and perpetual smile-for-the-camera grin was an incredibly shrewd and resourceful man. What he couldn’t tell, however, was the true source of this man’s devotion. Kalinske had heard varying opinions on Toyoda’s role at Sega of America, ranging from “the straw that stirs the drink” to “a Japanese spy who was ready at the drop of a hat to tattle on his colleagues to Nakayama.” Thus far, his actions had caused Kalinske to believe the former but, then again, wasn’t that exactly how the latter would behave? Kalinske happily greeted his guest. “Toyoda-san, come in!”

“Please, just Shinobu.”

Kalinske nodded, convincing himself that Toyoda’s desire to be addressed informally should count as a point in the not-a-spy column. Though, once again, perhaps that was just a clever ruse.

Toyoda punctured Kalinske’s pulpy thought bubble by advising him that the executive meeting was about to begin. “It will be a great chance for you to meet everyone and understand what they do.”

“Perfect,” Kalinske said, and then followed Toyoda through the wide hallways of the warehouse. Though the building was small, it had an open feel, which made the many boxes stacked against the wall feel less like clutter and more like the foundation of something to come. “Did I hear you mention the other day that you had recently been in Dallas? What’s out there?”

“Ah, yes, my family is there,” Toyoda said. After a moment, he seemed to realize that his answer could benefit from elaboration, and he continued, “When I left Japan to work for Mitsubishi, my wife and I made a life in Dallas. So she stays there with the kids full-time and I return for the weekends so we can be together.”

“Wait, you fly back every weekend? So you basically commute from Dallas?”

“Yes, exactly,” Toyoda said softly.

“That’s—” Kalinske was about to say “crazy” until he realized that he would be doing a similar (though shorter) commute for the foreseeable future. With the school year about to begin for Kalinske’s daughters, he and Karen had decided that until next summer it would be best if she remained in Los Angeles with the girls, and he rent a small place in the Bay Area. On weekends, he would drive down to Los Angeles to spend time with his family and then drive back north early Monday morning. It was not at all an ideal situation (for Kalinske nor his car’s odometer), but it wouldn’t have been fair to his daughters to move so abruptly, especially when there was a decent chance Sega might not even be around a year from now. And hey, at least he wasn’t going all the way to Dallas each weekend. “That’s really nice, Shinobu.”

Toyoda led him into a shadowy conference room with a large table and dark wooden walls. The room was filled nearly to capacity with just over a dozen employees. Kalinske took a brief moment to introduce himself and explain that today he was there merely as an observer. This led to a few minutes of glad-handing, ass-kissing, and proclamations of future greatness.

After the compulsory pleasantries came to an end, the meeting resumed—if you could even call it a meeting. In Kalinske’s experience, meetings were places where employees could share ideas—some good, some bad, some unclear—and then isolate the best ones for implementation. Meetings were places where status updates were given, strategies were discussed, and, most important, employees left feeling slightly better about what they were doing. This was nothing like that. Here, all the voices blurred into a cacophony of discontent.

“What’s the status with Atomic Robo-Kid?”

“Who cares? The game is garbage.”

“Well, whose fault is that?”

“Some idiot at UPL for coming up with a crap game, some other idiot in Japan for porting it to the Genesis, and then another idiot here for ordering too many copies!”

“Are you talking about me?”

“Well, now that you mention it . . .”

“Hey, screw that. You’re lucky you weren’t fired for that Babbage’s bullshit!”

Finally there was a respite to the chaos when the verbal daggers were momentarily replaced with collective giggles. “Sgt. Kabukiman,” Sega’s director of licensing, Diane Drosnes, repeated over laughter, “Yup, that’s right, he’s back.” Sgt. Kabukiman N.Y.P.D. was a 1990 comedy about a clumsy New York cop-turned-superhero with powers like heat-seaking chopsticks and fatal sushi. Only a few Sega employees had actually seen the movie, but those who had all agreed it had to be among the worst ever made. Yet despite its seemingly obvious horridness, Sega’s game developers in Tokyo thought it was a wonderful film and the Americans needed to obtain the license to make a game based on it. Every month, Drosnes and her colleagues would send faxes explaining why this was a bad idea. But without fail, the suggestion kept coming back from Japan. This perpetual cultural difference was a source of great levity, but after everyone had a quick laugh the bickering resumed in full force.

Kalinske tried to hold his tongue, but it was tough. There were, however, three employees whom Kalinske immediately deemed as highly promising. One of them was the enigmatic Shinobu Toyoda, and the other two, Paul Rioux and Al Nilsen, he knew from previous career stops.

“Both of you, settle down,” Rioux said, controlling the room with poise, authority, and a hint of threat. Rioux was a stocky Vietnam vet with hollow eyes and a deep, silvery voice. “I’ll take care of giving us a little wiggle room, and then we’ll ship through Chicago to make up for some of the lost time.” Kalinske had briefly worked with Rioux at Mattel, where Rioux had held a management role in the electronics division and been hailed as the nuts-and-bolts guy of the operation. It was immediately clear that Rioux was the go-to guy at Sega of America, the one who made sure that everyone had at least a vague idea of what they were supposed to be doing. Throughout his life, from fighting in Vietnam to fighting for shelf space, he was an unapologetic gladiator who always got things done.

“Hey, maybe we should create some big event to generate interest in the game,” said Nilsen, a large-bodied, larger-than-life marketing dynamo. Beneath round-rimmed spectacles, Nilsen’s face rarely depicted emotions. But when he spoke, a wonderfully boundless, kid-trapped-in-an-adult-body enthusiasm could not be contained. “Like maybe, I don’t know . . . a National Kid’s Day! Yeah, that might work. You know, like Mother’s Day and Father’s Day, but for kids. And we’ll make Atomic Robo-Kid the perfect gift for the occasion. What do you say, guys? Do we have a winner?” Nobody responded, and Nilsen sat back down. From their time at Mattel, Kalinske remembered Nilsen as someone who could and would lay golden eggs from time to time. Seeing Nilsen excitedly churning with ideas put Kalinske slightly at ease.

After a lingering silence, Toyoda meekly spoke up. “If we delay the shipment as Al suggested, but not for such a reason, can we depreciate the R&D costs for the second quarter?” Nobody responded, but it was clear the financial guys in the room loved this idea, and they scribbled it down. Toyoda only spoke up a few times, each time asking a clever question or clarifying an important remark that had gotten lost in the perpetual shuffle.

Kalinske gazed out the window of the conference room, once again attempting to accept that this was now his life. At least he had Rioux, Nilsen, and Toyoda. Kalinske took a deep breath. Everything would be okay. But just as Kalinske was starting to feel a little better about this motley crew, the meeting once again turned into a name-calling shouting match.

“Who cares about depreciating the R&D costs? You can’t expect a Band-Aid to cover up a hole the size of the goddamn Grand Canyon.”

“Yeah? Well we wouldn’t be in this hole if you didn’t convince us to overbid on trash like Dick Tracy and Spider-Man.”

“What do you want from me? These are our only options. Everyone else is developing for Nintendo!”

“So why don’t we get them to develop for us?” Kalinske said, before he even realized that he was speaking. His own words caught him off guard, but he’d already started, so he couldn’t stop now. “If they’ve already made the games for Nintendo, why don’t we offer them some money to put them on our system too?” Kalinske said, shining a spotlight of reason in a room full of nonsense. “Maybe we could even get them to make enhanced versions for the Genesis so they’ll stand out.” Kalinske looked around, expecting enthusiastic nods. Instead, he found a combination of discomfort, dismay, and maybe even some pity.

Toyoda spoke up to fill the void. “Those are all strong ideas, Tom. Thank you for sharing. But unfortunately, at this moment, they will not be most efficient. Nintendo has taken measures to prevent anything like that. They are prepared.”

Kalinske nodded, getting the message: Shut up until you know what you’re talking about. He thought about trying to compensate for his blunder by making some bold promise or guarantee of success, but realized that might make him appear even more out of his element. For now, there was nothing to do but sit there, listen, and wonder if he’d made the biggest mistake of his life.

When the meeting ended, everyone quickly exited the conference room, except for Paul Rioux, who lumbered toward Kalinske with a thick, Hemingwayesque grin. “I know how you’re feeling,” he said. “It’s how I felt my first day on the job. To come from a place like Mattel to . . . this?”

“Yeah, it’s a little different from what I expected,” Kalinske said.

“It is. And it took me a little while to figure out that different is good,” Rioux said, reflecting. “Anyway, I wanted to come over and say that I was very, very pleased when I heard that you were coming here. You’re going to do a hell of a job.”

“We shall see . . .”

“We shall. And to help you get there I’ve put together a dossier of information so that you can familiarize yourself with Nintendo. They’re a real beast, and their financials are just . . . I don’t even know how to describe it. I’ve got all kinds of articles, reports, presentations, and things of that nature. It’s yours, if you want it.”

Kalinske was so grateful that for a moment he considered enveloping Rioux with a giant bear hug. Instead, he took a moment to gather himself and simply say thank you, before setting out to learn everything there was to know about Nintendo.


5.


THE HISTORY OF NOA

(A STORY TOLD IN 8 BITS)

On September 23, 1889, just weeks before his thirtieth birthday, an entrepreneur named Fusajiro Yamauchi opened a small, rickety-looking shop in the heart of Kyoto. To attract the attention of passing rickshaws and wealthy denizens, he inscribed the name of his new enterprise on the storefront window: Nintendo, which had been selected by combining the kanji characters nin, ten, and do. Taken together, they meant roughly “leave luck to heaven”—though, like most successful entrepreneurs, Yamauchi found success by making his own luck. In an era where most businessmen were content to survive off the modest returns of regional mainstays such as sake, silk, and tea, he decided it was time to try something new. So instead of selling a conventional product, Fusajiro Yamauchi opted for a controversial one, a product that the Japanese government had legalized only five years earlier: playing cards.

The history of Japan’s relationship with playing cards is as noble as it is bizarre. It began in the late sixteenth century, when visiting Portuguese sailors first introduced card games. This popular Western pastime quickly spread throughout Japan. At the same time as this frenzy was overtaking the nation, Japan’s military commanders were growing increasingly incensed by the rapid influx of European missionaries. To ward off this flood of Christianity, the Japanese government issued a series of edicts that effectively closed the country’s borders and banned many Western items, including clocks, eyeglasses, and, of course, playing cards.

As a means to circumvent the ban on cards, the Japanese obediently stopped producing Western cards with four suits and twelve numbers and instead constructed cards with the seasons (also four) and months of the year (also twelve). These new playing cards, which also featured altered illustrations and were intended for games with modified rules, became known as hanafuda cards and lent themselves to more complex games like bridge and mah-jongg. Eventually the government caught on and banned these as well, but even that wasn’t enough to deter the popularity of hanafuda cards, which survived into the nineteenth century by being played behind closed doors.

That all changed in 1885, when a more open-minded Japanese government withdrew several restrictions that had been imposed on gambling and the manufacturing of hanafuda cards. For the first time in centuries, people who had been playing this game illegally, like twenty-six-year-old Fusajiro Yamauchi, were finally able to do so out in the open. This led Yamauchi to spend more time playing the game, which led to a series of entrepreneurial ideas and eventually to the opening of that fateful Nintendo shop on September 23, 1889.

There, in the heart of Kyoto, he and a small team of employees crafted paper from the bark of mulberry trees, mixed these thin slits with soft clay, and then added the hanafuda card designs with inks made from berries and flower petals. Nintendo’s cards, particularly a series called Daitoryo (which featured an outline of Napoleon Bonaparte on the package), became the most successful in all of Kyoto. The fate of Nintendo looked very promising, until future success was threatened by that of the past. Because those early years had gone so well, all the region’s households seemed to already have a deck of hanafuda cards, and demand came to a halt. To overcome this issue, he set his sights on the one place where the demand never diminished: casinos.

In the smoky dens of Japan’s gambling parlors, the highest-stakes tables would open a new pack of cards for each game. Yamauchi recognized the incredible potential and signed contracts with nearly seventy gambling parlors. With each one going through hundreds of packs every week, Nintendo’s profits soared. Up until this point, Yamauchi had been selling his cards exclusively in Nintendo shops, but if he ever wanted to see Nintendo become a household name, he needed a way to reach more households. That path to pervasiveness came when he struck a deal with the Japan Tobacco and Salt Public Corporation, the state-run monopoly operated by the Japanese Ministry of Finance, which agreed to sell Nintendo cards in their many cigarette shops scattered throughout the nation.

After several decades of staggering success, Fusajiro Yamauchi retired in 1929 and was succeeded by his son-in-law Sekiryo Yamauchi, who ran Nintendo efficiently for nineteen years, but in 1948 he had a stroke and was forced to retire. With no male children, he offered Nintendo’s presidency to his grandson, Hiroshi, who was twenty-one years old and studying law at Waseda University. It didn’t take long for Hiroshi Yamauchi to make his presence known, and he earned a reputation for quick thinking and a quicker temper. Unsurprisingly, he soon fired every manager that had been appointed by his grandfather and replaced them with young go-getters who he believed could usher Nintendo beyond its conservative past. Also unsurprisingly, his keen insights and rabid efforts to modernize Nintendo accomplished their goal. In 1951, he consolidated all Nintendo’s manufacturing plants in Kyoto to greatly speed up the production process. In 1953 he introduced the first plastic-coated playing cards in Japan. And in 1959 he led Nintendo into its first licensing agreement, a potentially game-changing deal with the Walt Disney Company. The Disney playing cards were a stunning success and helped Nintendo reach a new generation of Japanese boys and girls.

Emboldened by this triumph, Yamauchi branched out into a number of other, less lucrative endeavors, including an instant-rice company and a pay-by-the-hour “love hotel.” These disappointments led Yamauchi to the conclusion that Nintendo’s greatest asset was the meticulous distribution system that it had built over decades of selling playing cards. With such an intricate and expansive pipeline already in place, he narrowed his entrepreneurial scope to products that could be sold in toy and department stores and settled upon a new product called “videogames.”

Yamauchi wanted Nintendo to aggressively get into the videogame business, which was really two separate businesses: home consoles and coin-operated arcade games. Yamauchi saw the potential in these industries and took the necessary steps for Nintendo to enter both. In 1973 he established Nintendo Leisure System, a subsidiary devoted to making arcade games. Despite middling results from titles like Wild Gunman and Battle Shark, Yamauchi remained committed to his new vision of Nintendo and continued to allocate a vast amount of resources toward videogames. In 1977 Nintendo released a shoebox-sized orange console called the Color TV-Game 6, which played six slightly different versions of electronic tennis and was met with a mixed reception. Though the console managed to sell one million units, it ultimately lost money for Nintendo because of the exorbitant R&D costs. Nevertheless, Yamauchi remained undeterred. Nintendo continued to put out arcade games (striking out with duds like Monkey Magic and Block Fever) and also continued to release home consoles (like the Color TV-Game 15, which offered fifteen slightly different versions of electronic tennis).

In the same way that, over seventy years earlier, Fusajiro Yamauchi had changed Nintendo’s fortunes by expanding its distribution network, Hiroshi Yamauchi saw the potential in a similar idea. By this point, Nintendo already had penetrated most of Japan, so the company would have to look overseas. With this logic, Yamauchi set his sights on the place where the videogame frenzy had started: America.

1. Arakawa

Yamauchi had already dipped a toe into this red, white, and blue pool of water a few years earlier and was encouraged by the results. In the late 1970s Nintendo had begun working with a trading company that would export arcade cabinets to American distributors, who would in turn sell these games to vendors in the United States. Though the profits from this arrangement were minimal, Yamauchi believed that if he could cut out the trading companies and send over someone he trusted to grow Nintendo’s business organically, then there was a lot of money to be made in the land of opportunity.

The American market would be risky, tricky, and perpetually persnickety. There appeared to be only one man properly equipped for the challenge: Minoru Arakawa, a frustratingly shy but brilliant thirty-four-year-old MIT graduate. Not only did Arakawa possess the insight and intellect to open a U.S. division of Nintendo, but he came from good stock (his family had been running a prominent Kyoto-based textile company since 1886), he was already living in North America (he was selling condominiums for the Marubeni Corporation in Vancouver), and had an incalculable fondness for America (some of his most cherished memories had come from a post-college cross-country trip he’d taken in a used Volkswagen bus).

In every way, Minoru Arakawa appeared to be the perfect candidate . . . except that he happened to be married to Yamauchi’s daughter, Yoko, who blamed Nintendo for turning her father callous. She simply refused to let her husband join Nintendo, as she did not want to watch history repeat itself.

Yamauchi initially proposed the idea to Arakawa in early 1980. Following a pleasant family dinner, Yamauchi spent two hours discussing his plans for the expansion of Nintendo and concluded by stating that the success of his plan hinged on Arakawa. The unusual plea intrigued Arakawa, as did the unique potential of Nintendo’s upcoming products (including small, calculator-sized handheld games, and a new console that would play interchangeable cartridges). Lastly, anticipating his daughter’s reluctance, Yamauchi explained that this American division would be a completely independent subsidiary. Arakawa wrestled with the decision as well as with the objections of his wife, who cautioned him that no matter what he accomplished, he would always be perceived as nothing more than the son-in-law. Perhaps that would be the case, but Arakawa decided that the opportunity was too good to pass up, and in May 1980 he and his wife left Vancouver to start Nintendo of America (NOA).

Despite her concerns, Yoko greatly loved and supported her husband. So after the family moved to New Jersey, she formally became NOA’s first employee and helped select a location for the new company’s office. Arakawa and his wife settled on a small space on the seventeenth floor of a Manhattan high-rise located in the center of the toy district at 25th Street and Broadway. They spent their days at the office and their nights observing games and players at local arcades. They learned a lot this way, but no amount of knowledge could make up for the fact that for Nintendo to gain a foothold in America, they needed to build a strong sales network. So Arakawa set up a meeting with a couple of guys who he thought might be able to help: Al Stone and Ron Judy.

2. Stone and Judy

Al Stone and Ron Judy were old friends from the University of Washington, where they had once lived in the same frat house and had been known to embark on promising get-rich-quick schemes together (like buying soon-to-be-discarded local wine cheaply and then reselling it to their college brethren with less sophisticated palates). After graduating, they each moved to separate coasts (Stone to the West, Judy to the East), but eventually the alchemy of their entrepreneurial relationship pulled them back together. Tired of working for other people, they started a trucking business in Seattle, because they liked the changes that were occurring in the transportation industry as a result of deregulation. After founding a company, which they called Chase Express, Stone and Judy proceeded to buy a handful of small trucking companies with the goal of rolling them into one midsized trucking company. Shortly thereafter, they learned the true meaning of “easier said than done.” The trucking industry turned out to be too political, too insular, and not quite what these two guys wanted to do for the rest of their lives. So while they continued to invest in Chase Express and hope for a turnaround, they also began looking for alternative business opportunities, ones that did not include five axles and eighteen wheels.

They eventually found their answer, though it still involved big rigs. But unlike their previous venture, this wasn’t about the trucks themselves, but rather about what they carried inside. Through a friend in Hawaii, Ron Judy had been informed that a Japanese trading company was seeking a distributor to sell some arcade games made by Nintendo Company Limited (NCL). Intrigued, he agreed to test the waters and received a crate containing a few arcade cabinets of Nintendo’s Space Wars. Though the game was little more than a shameless rip-off of Taito’s Space Invaders, Judy got his brother-in-law to place the games in some of the taverns he owned in south Seattle. Much to his delight, the machines were quickly overrun with quarters, which convinced him and Stone that this was their future. They formed a distribution company called Far East Video and used their assets from the trucking industry to travel around the country and sell Nintendo games to bars, arcades, hotel lounges, and pizza parlors.

After experiencing the nation’s unquenchable thirst for videogames firsthand, Stone and Judy believed they had caught lightning in a bottle. But despite the bottle full of lightning, their bank accounts weren’t roaring with thunder. The outrageous profits they were making from the arcade cabinets were being canceled out by the trucking company’s continuing losses. They decided that it was time to unwind the trucking company and go all in on videogames, but to do so they needed additional financing, and at the time banks were highly skeptical of this newfangled industry. This left Stone and Judy in an awkward position, not knowing where to turn next, until they got a call from a man named Minoru Arakawa and things came into focus.

From Arakawa’s perspective, Stone and Judy were a godsend: a pair of hard-nosed entrepreneurs who had already developed a network of sales contacts. He wanted them to stop working for the company that was selling Nintendo games and come work directly for him. For Stone and Judy, this was a no-brainer on a variety of levels: though their margins would be slightly reduced, this solved their financing dilemma, secured a steady stream of product, and would even get their travel expenses reimbursed. With so much upside for all involved, the only possible way this arrangement wouldn’t work out was if Nintendo’s upcoming games weren’t any good. And, unfortunately, that’s exactly what happened next.

Space Fever was followed by Space Launcher (underwhelming), which was followed by Space Firebird (disappointing), which was followed by a slew of unsuccessful non-space-themed games. After this string of mediocre misfires, Stone and Judy were ready to quit, and Arakawa couldn’t help but reconsider his new vocation. More than ever, Nintendo of America needed a megahit, like Pong or Pac-Man, to keep the dream alive. And just when it appeared time was running out, Arakawa believed that he’d found what he needed: Radarscope.

At first glance, Radarscope may have appeared to be just another shoot-’em-up space game, but it distinguished itself with incredibly sharp graphics and an innovative 3-D perspective. After receiving positive feedback from test locations around the Seattle area, Arakawa invested much of NOA’s remaining resources and ordered three thousand units. But a few weeks later, before the rest of the arcade cabinets even arrived, Arakawa felt an ominous chill upon revisiting the test locations, where he noticed that nobody was playing Radarscope. That foreboding feeling was validated after the three thousand units finally arrived and Stone and Judy found that operators had little interest in the title. Radarscope was fun at first, the consensus appeared to be, but it lacked replay value.

3. Miyamoto

With so much invested in this game, it would be too expensive to send all the bulky arcade cabinets back to Japan and then import something else. The last remaining hope was for a designer in Japan to quickly create a game that would be compatible with Radarscope’s infrastructure (and, when finished, send over processors with that new game to America, where NOA employees could swap out the motherboard and then repaint the arcade cabinets to reflect this new game). This task was given to Shigeru Miyamoto, a floppy-haired first-time game designer who idealistically believed that videogames should be treated with the same respect given to books, movies, and television shows. His efforts to elevate the art form were immediately given a boost when he was informed that Nintendo was close to finalizing a licensing deal with King Features, enabling him to develop his game around the popular cartoon series Popeye the Sailor Man. Using those characters, he began crafting a game where Popeye must rescue his beloved Olive Oyl by hopping over obstacles tossed in his way by his obese archenemy, Bluto.

Meanwhile, as Miyamoto set out to save NOA, Arakawa wanted to take precautions against something like this happening again. The major takeaway, of course, was to be more attuned to the fickle nature of arcade players, but there was another lesson here as well. Part of the problem with Radarscope could be attributed to the long shipping time (about four months) and the high cost of transporting the arcade cabinets. One way to cut back on both was to find an office closer to Japan, which prompted Arakawa to move Nintendo of America from New York to a warehouse with three small offices located at Seattle’s Segali Business Park.

Shortly after the cross-country move, shipments containing the code for Miyamoto’s new game began to arrive. Due to last-minute negotiation issues with King Features, Nintendo had lost the rights to Popeye, which forced Miyamoto to come up with something else. As a result, Arakawa, Stone, Judy, and a handful of warehouse employees didn’t know what to expect. They inserted the new processor into one of the thousands of unsold Radarscope machines and then watched the lights flicker as the words “Donkey Kong” came to life on the arcade screen. The initial impression was that this was a silly game with an even sillier name. Who would possibly want to play a game where a tiny red plumber must rescue his beloved princess by hopping over obstacles tossed in his way by an obese gorilla? Yet, with no remaining options, Stone and Judy set out across the country to sell this wacky thing called Donkey Kong.

Seemingly overnight, it turned into the hottest game of the year, and eventually it became the most popular arcade game of all time. Never before had there been a quarter magnet quite like Donkey Kong. It was so successful, in fact, that it eventually attracted the attention of a major Hollywood studio, whose high-priced legal team believed that the game violated copyrights, and they threatened to crush Nintendo. To avoid this potentially crippling blow, Arakawa turned to the only lawyer he knew in Seattle: Howard Lincoln, an elegant, imposing former naval attorney with the claim to fame of having modeled for Norman Rockwell’s painting The Scoutmaster when he was a child.

4. Lincoln

Lincoln had first crossed paths with Arakawa about one year earlier when his clients Al Stone and Ron Judy needed him to review their contract with Nintendo of America. After that, Lincoln slowly but surely took on the role of Arakawa’s consigliore, weighing in on any matter with legal ramifications, which in corporate America was just about everything. As Nintendo of America grew, Lincoln drew up new employment agreements (Stone became NOA’s VP of sales and Judy NOA’s VP of marketing), looked at various business deals (Arakawa was interested in buying the franchise rights to Chuck E. Cheese Pizza Time Theater), and handled some tough matters (like siccing the U.S. marshals on bootleggers to take down rings of Donkey Kong counterfeiters). Through it all, Lincoln and Arakawa had forged an unshakable lifelong friendship. Which is why Lincoln was the first person Arakawa contacted when, in April 1982, MCA Universal sent a telex to NCL explaining that Nintendo had forty-eight hours to hand over all profits from Donkey Kong due to the game’s copyright infringement on their 1933 classic movie King Kong.

To sort this out, Lincoln and Arakawa flew out to Los Angeles for a meeting with the movie studio. It didn’t take long for them to realize that this was a high-stakes shakedown. Though never explicit, Universal’s ultimatum was simple: Settle this, or we’ll make life at tiny Nintendo so difficult that the company will have to fold. With Nintendo’s fate once again on the line, the prudent thing to do was pay the ransom. But Lincoln believed he could win this thing—and not just win, but actually get Universal to pay damages to Nintendo. It was a risky call, but Arakawa was forever willing to gamble on Howard Lincoln. As a result, they decided to take on the movie moguls at MCA Universal and, in true Nintendo spirit, leave luck to heaven (and Howard).

As a trial neared, Universal didn’t just go after Nintendo but also went after those who had licensed the game. Unlike Nintendo, however, these licensees (Atari, Coleco, and Ruby-Spears) weren’t willing to take the same gamble, and all opted for settlement. Even with these threats plus a barrage of cease-and-desist letters from Universal, Lincoln remained confident. Part of this was personality, but a larger part was the ace tucked away up his sleeve: in all of his research, there didn’t appear to be a single document indicating that Universal had trademarked King Kong. There was no doubt, of course, that they had made the movie, but Lincoln believed that they had failed to take the necessary measures to own what they thought they owned, and that the famous gorilla belonged to public domain. And in early 1983, when both parties revealed their cards, Judge Robert W. Sweet sided with Nintendo. He concluded that they had not infringed and, as Lincoln had predicted earlier, he awarded Nintendo over $1 million in legal fees and damages.

The Donkey Kong fiasco-turned-feat caused many ripples, but three waves in particular were instrumental in creating the eventual tsunami that would be Nintendo. First, Lincoln became NOA’s senior vice president, officially making him the ying to Arakawa’s yang. Second these events foreshadowed an aggressive, litigious nature that many would say later defined the company. And third, the verdict kept the Donkey Kong cash flowing, which provided Nintendo with a war chest of funds at what would soon prove to be a very crucial time.

5. Borofsky and Associates

By the early 1980s, the videogame bonanza had become so lucrative that everyone wanted in on the action. This included companies that had no business entering the market (like Purina, whose Chase the Chuck Wagon was designed to help promote their Chuck Wagon brand of dog food), companies that didn’t quite understand the market (like Dunhill Electronics, whose Tax Avoiders allowed players to jockey past a maze of evil accountants and onerous IRS agents), and lowbrow companies that set out to polarize the market (like Mystique, whose flair for pornographic titles was highlighted by their 1982 anticlassic Custer’s Revenge, which follows a naked cowboy on his quest to rape Native American women). With games like these becoming more and more common, the marketplace was overrun by a glut of smut, muck, and mediocrity.

What once was hot now was cold, and just like that, the North American videogame industry ground to a halt. Hardware companies (like Atari) went bankrupt, software companies (like Sega) were sold for pennies on the dollar, and retailers (like Sears) vowed never to make the same mistake again. Meanwhile, as the gods of this golden age were thrown overboard, Nintendo quietly glided through the bloody waters on a gorilla-shaped raft. The continuing cash flow from Donkey Kong enabled Arakawa, Stone, Judy, and Lincoln to dream of a new world order, one where NOA miraculously resurrected the industry and Nintendo reigned supreme. Not now, perhaps, but one day soon.

In Japan, however, that time had already come. Yamauchi’s large investment in R&D had paid off once again, this time resulting in the Family Computer. The Famicom, as it was commonly called, was an 8-bit console that stood head and shoulders above anything that had ever come before. Since Japan’s conservative markets had avoided any sort of gaming crash, the Famicom was released in July 1983 along with three games: Donkey Kong, Donkey Kong Jr., and Popeye, which Miyamoto ended up designing after licensing negotiations got back on track. The Famicom stumbled out of the gate but was soon rescued by heavy advertising consumer recognition that Nintendo had achieved a new echelon of gaming. Things looked promising until it was discovered that some consoles contained a bad chip set, causing certain games to freeze. Instead of simply issuing fixes to customers with faulty systems, Nintendo issued a full product recall. Tens of millions of dollars were lost due to this approach, but Yamauchi believed it was a small price to pay to retain a peerless, quality-centric reputation. His gamble paid off, and soon Nintendo’s factory couldn’t keep up with the demand.

As sales soared to staggering heights, Yamauchi pressured his son-in-law to introduce the Famicom in America. Arakawa resisted, exercising patience. The U.S. market was still licking its wounds from the videogame crash, and releasing the right console at the wrong time would be a recipe for disaster. For this reason, he continued to rebuff the suggestion until 1984, when he was finally willing to consider the notion—but only if the console Nintendo of America sold looked nothing like a console at all.

This wolf-in-sheep’s-clothing logic led to the Advanced Video System (AVS). Though the guts of this machine were nearly identical to the Famicom’s, the AVS hardly resembled its foreign relative. Functionally, it came with a computer keyboard, a musical keyboard, and a cassette recorder; aesthetically, it was slim and sleek, with a subdued gray coloring that contrasted sharply with the Famicom’s peppy red and white palette. Nintendo’s AVS, the nonconsole console, was first introduced at the 1985 Winter Consumer Electronics Show, where it was accompanied by a brochure that proclaimed, “The evolution of a species is now complete.” Of the thousands of companies there who had rented booths to showcase upcoming products, Nintendo was the only one who wasn’t trying to sell theirs. Arakawa simply wanted to gauge the market reaction, which was as distressing as he had feared: nothing but scoffs, sighs, and sob stories. Nobody there wanted anything to do with Nintendo, except for a tanned man with piercing blue eyes who stared at the Advanced Video System as if it were the legendary sword in the stone. He then introduced himself with an understated sureness that would have made even King Arthur jealous. His name was Sam Borofsky.

Borofsky ran Sam Borofsky Associates, a marketing and sales representative firm based in Manhattan. The purpose of such a firm is, essentially, to serve as the go-between for suppliers and retailers, with the logic being that the commission they take is offset by the additional opportunities they create. And when it came to doing that for consumer electronics, Sam Borofsky Associates was one of the best in the business. Back in the late seventies, they became one of the first firms to represent videogames, and at the height of the boom they had been responsible for over 30 percent of Atari’s sales. If Nintendo of America ever wanted retailers to reopen their doors, then these were the guys who ought to do the knocking. From Borofsky’s end, the attraction was equally strong. Ever since Atari had imploded, he’d been scouring the country in search of the next big thing, and as he reviewed what Nintendo had to offer, he believed he had found it.

Arakawa, however, still needed convincing, which Borofsky was happy to provide. He spent months detailing Atari’s pitfalls (like oversaturation), coming up with solutions for those problems (always, no matter what, underdeliver on orders), and outlining plans for a proposed launch. Meanwhile, Nintendo of America put another new costume on the Famicom, this time dressing it up as an all-in-one entertainment center for kids. The result of the rebranding effort was a clunky gray lunchbox-like contraption and, along with that, a new lexicon to differentiate it from its predecessors: cartridges were now dubbed Game Paks, the hardware was dubbed the Control Deck, and the entire videogame console was rechristened the Nintendo Entertainment System (NES). And to round out the renovation, the NES came with a pair of groundbreaking peripherals: a slick light-zapper gun and an amiable interactive robot named R.O.B.

With all the pieces in place, Borofsky finally persuaded Arakawa that now was the time to strike and that he was the man to lead the charge. Upon receiving the green light, Borofsky begged, pleaded, and haggled with retailers all over New York. From Crazy Eddie and The Wiz to Macy’s and Gimbels, he reached out to them all. If and when a retailer was finally willing to consider Nintendo, Borofsky would head over there with his trusted associate Randy Peretzman, the man with the twenty-six-inch suitcase. Peretzman was Borofsky’s VP of sales, a gritty but graceful Bronx-born salesman who operated with an unwavering tell-it-how-it-is attitude. As the go-to guy for demonstrations and presentations, he was entrusted with Nintendo of America’s first prototype of the NES, which he gently packed into the soft foam cutouts of a twenty-six-inch hard-sided gray suitcase. With the suitcase in hand, he would pinball around the city visiting distrustful retailers, intent upon proving that his luggage would trump their baggage.

Eventually Peretzman, Borofsky, and his tireless associates persuaded retailers to gamble on Nintendo and to stock the NES in time for the coveted Christmas season. The orders came in dribs and drabs at first, but by late 1985 the numbers were slowly beginning to add up. Then it was time for Nintendo’s ultimate test: the product launch. If things went well, the NES would be rolled out nationwide the following year. But if things went poorly, then Nintendo of America would forget about consoles once and for all.

6. The Bruces

As the test launch approached, things did not look promising. Focus groups suggested that the NES would be a colossal flop, R.O.B. kept malfunctioning during Peretzman’s pitches, and the press showed no interest in covering Nintendo (leading one employee to suggest a publicity stunt that involved throwing a fleet of R.O.B.’s off the Brooklyn Bridge). Arakawa, however, remained undeterred. He temporarily relocated a handful of employees to the East Coast after leasing a warehouse in Hackensack, New Jersey, where Nintendo could house inventory, build in-store displays, and, most important, resemble a legitimate company to still-skeptical retailers. To keep tabs on the progress, Ron Judy made frequent visits to New York, often accompanied by Bruce Lowry, NOA’s bright and blustery VP of sales. After making a name for himself at Pioneer Electronics, Lowry had joined NOA in April 1981 to launch a new consumer division. Though arcade games were and would be Nintendo’s bread and butter, Arakawa wanted to supplement that income with Game & Watch, a line of wallet-sized handheld games that played on tiny LCD screens. Unlike the electronics Lowry had sold at Pioneer, the Game & Watch titles were targeted at children, which prompted Lowry to become familiar with the toy industry. Because of his entrée into that world and his understanding of its nuances (such as the fact that regardless of when toy buyers ordered products, they didn’t have to pay until December 10 of that year), Lowry was occasionally able to help Borofsky persuade the big toy chains. At the top of their wish list was Toys “R” Us, whose eventual decision to stock the NES provided Nintendo with much-needed momentum going into the launch.

On the morning of the big day, the Nintendo of America team gathered at FAO Schwarz, where Nintendo had paid for an elaborate window display and an attractive floor space that featured a small mountain of televisions with game footage playing. The moment of truth had finally arrived, and within moments of the store’s opening an excited customer eagerly approached the display, grabbing an NES and all fifteen of its games. The NOA team looked on, watching everything they had been working toward so suddenly come to fruition. It was a dream come true—until they were snapped back to reality upon learning that Customer #1 was actually just a competitor doing his due diligence. Nevertheless, that invincible feeling would soon come again, many times over.

That Christmas, the NES was available in over five hundred stores. Though no staggering success, Nintendo managed to sell half of the 100,000 units they’d stocked in stores, which effectively proved to the world that the videogame industry was not dead but had simply been hibernating. Nintendo of America was so overcome by the results that Lincoln paid Borofsky the ultimate compliment: For what you’ve done for Nintendo, you will be with us forever unless you commit a crime or we go out of business. Borofsky let this sink in, and then prepared to roll out the NES nationwide. Next up: Los Angeles. But that’s when things got complicated.

With Nintendo expanding, the company wanted to beef up its sales force and hire a handful of regional sales managers. Because New York was the center of the toy universe, the East Coast would be the most important region. Naturally, Nintendo wanted Sam Borofsky to take the role and come in-house, following in the footsteps of Stone, Judy, and Lincoln. Borofsky, however, wished to remain independent; he didn’t want to restrict himself to representing a single region or company. This came as no big surprise, but Nintendo still wanted someone who could handle the task, so they targeted Peretzman, who gladly accepted the opportunity. Borofsky understood Peretzman’s decision to leave his company for NOA, but it led to an awkward situation in which his former employee was now his client. The situation became even more tenuous when Arakawa hired Worlds of Wonder, the toymaker famous for Teddy Ruxpin and Lazer Tag, to launch the NES around the country. Borofsky was under the assumption that after New York his firm would get the full business, but Arakawa had interpreted the relationship differently. Feeling bad about the misunderstanding and trying to mend fences, Arakawa gave Borofsky much of the tri-state area. Though the situation was not ideal, this compromise was enough to satisfy both parties and prevent anyone from jumping ship.

The same could not be said, however, about Bruce Lowry. The spotlight of success in New York caught the attention of other Japanese videogame companies with an interest in following Nintendo’s lead. One of these would-be competitors was Sega, who had just released their own console on the heels of the Famicom’s success. After Nintendo had shown that the videogame market was still viable in America, Sega hired away Lowry to launch their 8-bit Master System and go head-to-head with the NES. To replace Lowry, NOA brought in a new Bruce, one they believed to be of equal or greater value: Bruce Donaldson.

Donaldson was a relentlessly affable former Mattel electronics VP who immediately provided a sage-like certainty and serenity to a young company that had been learning by trial and error. Having survived the boom and bust of the Atari age, he reveled in the chance to do it all again, but he vowed to get it right this time. He arrived at Nintendo in early 1986, when the company was enduring a fair amount of growing pains.

The New York launch had been a success and everyone agreed that expansion was in order, but the where, when, and how of pulling it off were constantly in flux. Originally the plan had been to leave New York and conduct similar “tests” in Los Angeles, San Francisco, and Chicago. The problem, however, was that some of the New York retailers (Toys “R” Us in particular) wanted to go nationwide right away. This was fantastic news, except that Nintendo didn’t have enough units to supply all their stores. As a compromise, Nintendo and Toys “R” Us settled on seven regions, but this new equation quickly became unbalanced when transporting the units to those specific regions got needlessly complicated. Situations like this caused political unrest among retailers, who viewed Nintendo as playing favorites. To compound matters, as NOA was tinkering with expansion at home, they were simultaneously looking abroad. Al Stone moved to Germany and initiated plans for European expansion; meanwhile, Ron Judy was beginning to lose his entrepreneurial itch and wasn’t sure if he should move to Germany as well or quit the videogame industry entirely. And to make everything more complicated, Nintendo now had competition on the horizon (like Lowry’s Sega) at a time when they were still fending off the ghost of Atari. Donaldson tried to fill in where he could, but as the company grew, so did the gaps (in personnel, logistics, marketing, etc.).

Heading into 1987, what NOA really needed was someone to ensure that at the end of this roller-coaster ride, Nintendo would wind up on top. Someone to prove that the NES was more than just this year’s Christmas fad. Someone who could exploit the potential for expansion and transform Nintendo from a niche sensation into a global juggernaut.

7. Main

That someone turned out to be Peter Main, though at the time he was dealing with matters much more pressing than corporate expansion: beef dip sandwiches and garlic butter buns. As the president of White Spot, a Canadian fast-food chain, Main was used to eating, sleeping, and breathing burgers, but in the summer of 1985 his mind went into overdrive when an outbreak of botulism swept through Vancouver. Health officials alleged that improper refrigeration of garlic oil concentrate was the likely cause and that Main’s restaurants were responsible for the epidemic. Following this horrifying news, he spent much of the next year doing damage control, ensuring that the issue had been resolved and defending the integrity of his beef dip sandwich. When the public outcry finally died down and White Spot’s reputation was restored, he stepped down from his post and took a long vacation to decide what he’d like to do next. That’s when Arakawa called and asked Main to join Nintendo of America.

Before Peter Main and Minoru Arakawa were ever colleagues they were friends, and before that they were neighbors, back when Main marketed toothpaste at Colgate and Arakawa sold real estate for Marubeni. They first met in 1977 when the Arakawas moved in next door to the Mains. For years Main had wanted the previous tenant to cut down a tree that was obstructing his view, but the owner had declined, so as soon as Arakawa unpacked, Main seized the opportunity to convince his new neighbor that the tree must come down. They were friends from that point on, and ever since Arakawa had left Vancouver to start NOA, he had been trying to recruit Main, claiming that if Main could persuade him to chop down the tree, then surely he could convince kids around the country to play videogames.

For years Main had declined these job offers. Videogames were a far cry from hamburgers, and a part of him feared that despite being a big fish in Canada, he might flounder in America’s big pond. But even though he turned down Arakawa, he often provided friendly advice on Nintendo of America’s strange yet profitable forays into the restaurant business (Arakawa had gone ahead and bought the British Columbia franchise rights to Chuck E. Cheese as well as a pair of seafood bistros in Vancouver). Main’s expertise as a restauranteur only fueled Arakawa’s desire to rope him in, but time after time Main declined the overtures—until that fateful call in late 1986. This time Main was open to a major life change, and it didn’t hurt that Ron Judy was planning to relocate to Europe, which would effectively make Main NOA’s number three. It seemed like a good opportunity, but there was still a lot that could go wrong, so Main decided to leave the decision to luck. For the holidays, he and his wife were headed to Asia for a much-needed vacation. Just before the trip, Main told Arakawa that if the U.S. embassy approved his application for an H1-B visa to work in the United States, then he would head to Nintendo; if not, then he would open a restaurant of his own in Canada. With the odds of securing such a visa being only about 10 percent, Main didn’t expect to be hocking cartridges anytime soon. But on the second night of his trip, Arakawa and Lincoln called his hotel room in Hong Kong and happily announced that the visa had been approved. And so in April 1987, Peter Main became Nintendo of America’s VP of marketing and sales.

Though Main lacked any videogame experience, his outsider mentality allowed him to look at the business not as an offshoot of the toy, arcade, or electronics industry but as something novel and spectacular. To spread this new gospel, he choreographed what he would later describe as Nintendo’s “storming of Normandy,” a full-out advertising, promotion, and distribution blitz that accompanied the rollout of the NES into stores nationwide. Meanwhile, Main provided a trustworthy-looking corporate (and Caucasian) face to a company that many in the outside world still viewed as nothing more than a foreign curiosity. Changing people’s perceptions of both videogames and Japanese business presented a variety of challenges, but Main always found a way, because above all else he was an expert charmer. And that charm, that talent for cultivating friendships, gained the company credibility with Wall Street, trust from retailers, and respect from parents wanting to know what they were buying.

Month after month, Nintendo of America grew stronger. They sold 2.3 million consoles in 1987 and 6.1 million in 1988. As staggering as these numbers were, sales of the hardware were nothing compared to the software: the company unloaded 10 million games in 1987, and 33 million more in 1988. With numbers like these, it didn’t take Main long to realize that, at the end of the day, it was the software that drove the hardware; the console was just the movie theater, but it was the movies that kept people coming back for more. This personal revelation led to a Hollywood-like title-driven business strategy, and his coining of the phrase “the name of the game is the game.”

Main’s approach to sales and marketing coincided with Arakawa’s overarching philosophy of “quality over quantity.” As Nintendo exploded, there were plenty of opportunities to make a quick buck (hardware upgrades, unnecessary peripherals), exploit the company’s beloved characters (movies, theme parks), or dilute the brand by trying to attract an audience older than Nintendo’s six-to-fourteen-year-olds. But these kinds of things didn’t interest Arakawa. He wasn’t driven by making money, at least not in the short term. What propelled him, what kept him up at night, was a desire to continually provide Nintendo’s customers with a unique and flawless user experience. As proof of this never-ending obsession, he set up a toll-free telephone line where Nintendo “Game Counselors” were available all day to help players get through difficult levels, and he initiated the Nintendo Fun Club, which sent a free newsletter to any customer who had sent in a warranty card. Both programs were very costly and could have been offset by charging small fees or obtaining sponsorship, but Arakawa believed that doing so would compromise Nintendo’s mission. And to further safeguard Nintendo from the dangers of impurity, he and his team put into place a series of controversial measures:

1. The Nintendo Seal of Quality: Ron Judy had the novel idea of mandating that all games pass a stringent series of tests to be deemed Nintendo-worthy, ensuring high-caliber product and making software developers beholden to Nintendo’s approval.

2. Third-party licensing program: Howard Lincoln’s strict licensing agreement enabled software designers to make games for the NES but restricted the quantity they could make (five titles per year), required full payment up front (months before revenue from a game would be seen), and charged a hefty royalty (around 10 percent). In addition to these stringent terms, all game makers needed to purchase their cartridges directly from Nintendo. This ensured peerless quality but also allowed NOA to dictate price, schedule, and production allocation, which became a particularly touchy matter during the notorious microchip shortage in May 1988.

3. Inventory management: Heeding Sam Borofsky’s suggestion, Peter Main devised an incredibly rigid distribution strategy that purposefully provided licensees and retailers with only a fraction of the products they requested. The goal of this technique was twofold: to create a frenzy for whatever products were available, and to protect overeager industry players from themselves.
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