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Executive Summary

This report explains the findings of the analysis about the human resources management functions at Activision Blizzard, a United States based video game company. It identified the priority area at the organisation that needs improvement, then notes three sections of findings, firstly the issues and problems in the identified priority area, then the impact that deficiencies in the priority area has on the organisation, and the benefits of improving the priority area. In addition to that, two recommendations of action are provided. 

The report identified equality, diversity, and equity as the area that the organisation should prioritise to improve. Findings suggested there are significant deficiencies in regards of human resources functions in that area that culminated a much-publicised lawsuit brought by authorities towards Activision Blizzard on allegations of gender discrimination and sexual harassments. The organisation faced substantial consequences financially and towards its public image as a result, while at the same time losing its talents both current and prospects. The report recommended the regular conducts of gender audit by an independent third-party monitor and strengthening the internal whistle-blower system at the organisation. The rationale and risks of adopting each recommendation are provided as well. 

The report highlighted a major problem at the organisation that was not addressed properly for a long time. Improving the identified priority area would ensure proper management of human resources functions at Activision Blizzard, creating an equal, diverse, and equitable workplace which are sustainable for the future. 
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1.0 Introduction 

This report will identify a priority area in terms of human resources management at Activision Blizzard, a video game company in the United States, that needs improvements. It will explain in detail the current shortfalls that the company is experiencing in the area, the benefits of improving the area, and provides recommendations to improve the identified area. 































2.0 Organisational Overview

Activision Blizzard Inc. is an American video game production company based in Santa Monica, California. Founded in July 2008 through the merger of Activision Inc. and Vivendi Games, the company is the maker of multiple popular video games including Call of Duty, World of Warcraft and Diablo. (Activision Blizzard, 2022) It is a public company listed on the New York Stock Exchange, and a member of the Fortune 500 as well as S&P 500. The company earned USD $5.1 billion in terms of net in-game sales in 2021, (McKeand, 2022) and employed about 9,500 employees, as of 2020. (Rousseau, 2021)

In terms of Human Resources functions, Activision Blizzard has a dedicated Human Resources department headed by one of its senior vice presidents (SVP), it was held by Jesse Meschuk until his resignation in August 2021 following a sexual harassment controversy at the company. (Hollister & Peters, 2021) The department is currently headed by Julie Hodges, under the title of Chief People Officer (Activision Blizzard, 2022). While there is a senior executive role for HR function at Activision Blizzard, there is no representation at the board of directors’ level, based on the information published by the company on its website. 




















3.0 Main Discussion

3.1 Selected Priority Area

Employee equality, diversity, and equity is the priority area at Activision Blizzard that needs improvement.  

Activision Blizzard is currently embroiled in a controversy which started since last year when the company was sued by the California Department of Fair Employment and Housing on allegations of sexual harassment and employee discrimination. (Allsup, 2021) 

In the court report, the authority found that only 20 percent of the workforce at Activision Blizzard were women, a stark contrast to its diverse customer base; in addition of its top leadership being exclusively white and male.  (DFEH, 2021) Investigators found evidence that women who reach higher roles in the company received less salary, incentive pay and total compensation than male colleagues. Many female employees were assigned to lower paid positions, and received lower starting pay and earn less than male employees despite doing substantially similar work.    

Investigators also found that Activision Blizzard has fostered a “frat boy” workplace culture. Female employees were subjected to “cube crawls”, an activity in which male employees consuming alcohol “crawl” their way through various cubicle in the office and often engage in inappropriate behaviour toward female employees. Evidence suggested that male employees would come into work hungover, play video games during work while delegating own tasks to female employees, engage in banters about their sexual encounters, openly discuss about female bodies, and joke about rape. 

Furthermore, investigators reported that female employees face constant sexual harassment, many subjected to unwanted sexual comments and advances by male colleagues and supervisors, some reported being groped at the “cube crawls” and workplace events. The report revealed high ranking executives and creators were engaging in blatant sexual harassment toward female employees without repercussions and mentioned a female employee who committed suicide during a business trip with a male supervisor who brought sexual objects with him during the trip. The lawsuit alleged that the female employee had faced intense sexual harassment at work including having her nude photos passed around by male employees during a holiday party. 

The report said multiple complaints were made by female employees to human resources personnel and executives at Activision Blizzard about unlawful harassment, discrimination, and retaliation. Some complaints by employees reached J. Allen Brack, the president of Blizzard Entertainment, a subsidiary of Activision Blizzard, who failed to take effective measures in remedying the complaints. Investigators also reported that employees were further discouraged from filing complaints to HR personnel as they were known to be close to alleged harassers. The report also revealed an internal investigation into the HR unit which noted the lack of confidence and trust by employees toward HR at Activision Blizzard. Female employees who filed complaints were subjected to retaliation which include deprivation of work on projects, forceful transfer to different units, and selected for layoffs. 

In addition to the details from the lawsuit, some employees had told news outlets after the lawsuit was made public that the company’s toxic culture was widespread, and the HR department was part of the larger problem. (Browning & Issac, 2021; Farokhmanesh, 2021; Peters, 2021) Employees, both former and current, accused the HR department at Activision Blizzard of actively shielding abusers from punitive action, and engaged in intimidating behaviours toward complainants. (Farokhmanesh, 2021) Company’s CEO Bobby Kotick was also accused of not informing the board of directors about the sexual misconducts allegations against managers which he was aware of. (Grind, Fritz, & Needleman, 2021) 

3.2 Impact of Priority Area Deficiencies 

The issue has caused a major problem for Activision Blizzard’s image and reputation, as well as its financial performance. The suit brought by DFEH led to an investigation by the United States Securities and Exchange Commission (SEC). (Woo, 2021) The company’s shares dropped 20 percent in the two months after the allegations surfaced. (The Guardian, 2021)

Following pressure from shareholders, staff, and business partners, the company opened an internal investigation regarding the allegations, and 37 employees were fired and another 40 disciplined between July 2021 and January 2022. (Grind, 2022) 

The deficiency in the area of employee equality, diversity, and equity at Activision has a significant impact on the job satisfaction of employees and resulted in substantial turnover rate. The company face difficulties retaining its current talents and attracting new talents to itself as a result. The report by the DFEH showed that many women who worked at the company were forced to leave their jobs because of the toxic environment at Activision Blizzard. (DFEH, 2021) In wake of the allegations made public by DFEH, the company initially criticised the report, saying it distorted some of the facts and dismissed the investigation as an “irresponsible behaviour from unaccountable state bureaucrats”. (Browning & Isaac, 2021) The response triggered walkout by employees twice, demanding Kotick to step down and calling for a review of the sexual misconduct allegations by independent parties. (Madani & Schiffer, 2021) It also led to more employees resigning from their position as a sign of protest in the aftermath of the controversy, including senior test analyst Jessica Gonzalez. (Francis, 2021) The company reportedly face difficulties attracting new talent because of the controversy as well, (Francis, 2021) and more than 1,000 employees at the company signed a petition calling for Kotick’s removal. (Parrish, 2021)

Microsoft announced on mid-January 2022 that it intends to acquire Activision Blizzard for US$ 68.7 billion, potentially making the latter a division of Microsoft Gaming and making Microsoft one of the largest gaming companies globally. Kotick reportedly will leave the company when the deal is finalised. (Campbell, 2022) Earlier, the company’s president J Allen Brack and the head of human resources department Jesse Meschuk also stepped down following pressure from stakeholders. (Farrell, 2021)

Activision Blizzard also suffered the loss of several sponsorship deals because of the scandal. Telecom company T-Mobile withdrawn its sponsorship from the two gaming competitions that the company hosts, namely Overwatch League and Call of Duty League in August 2021. (McWhertor, 2021) Coca-cola and State Farm pulled their support to undergo revaluation of their sponsorship for Overwatch League, while Kellogg cut its ties with the competition entirely, all in August 2021. (Porter, 2021; Holt, 2021) Astro Gaming and the US Army meanwhile ended their sponsorship of Call of Duty League. (Bhat, 2021) 

3.3 Benefits of Priority Area Improvement 

The benefits of improving employee equality, diversity, and equity at Activision Blizzard are tremendous, in this context related to gender. Having gender diversity in the workplace can lower turnover intentions among female employees (Nielsen & Madsen, 2017), thus allowing Acitvision Blizzard to retain its female talents and potentially attract more women talents to its organisation, widening its talent pool. 

Numerous research has also shown a positive correlation between gender diversity on board level and firm performance (MSCI, 2016; Ionascu, Sacarin, & Minu, 2018; Simionescu, Gherghina, Tawil, & Shikha, 2021,) US companies with at least three women on their boards wield practical influence and experienced median gains in terms of Return on Equity (ROE) of 10 percent and Earning Per Share (EPS) of 37 percent. (Eastman, Rallis, & Mazzucchelli, 2016) Policies that are aimed at increasing gender diversity which foster good corporate governance systems have been found to positively affect economic outcome which motivates shareholders and companies.(Ionascu, Sacarin, & Minu, 2018) There is also evidence that women percentage on board is corelated with price-to-earning (P/E) ratio among S&P 500 members. (Simionescu, Gherghina, Tawil, & Sheikha, 2021) In other words, policies which encourage gender diversity on senior level positively affect investors’ confidence. 

Towards the employees, improving the area of equality, diversity, and equity can improve the physical and mental wellbeing of employees, especially female employees when it comes to gender equality. It also increases their job satisfaction and organisational commitment. One study has found that when companies have an ethical climate and well perceived supervisor support, female employees are more likely to be physically engaged in their job. (Matthews, 2021) 

Oppositely, when equality, diversity, and equity aren’t properly address at workplace, employees can be affected negatively. A study by the Trade Union Congress in the UK pointed out 15 percent of its female respondents reported lower confidence at work and the other seven percent said they intent to leave their job because of sexual harassment experienced at their workplace. (TUC, 2019) Sexual harassment has also been linked to an increased risk of anxiety, depression, and post-traumatic stress disorder (PTSD), and higher blood pressure, showing its detrimental effects toward female workers at workplace. (Houle et. al., 2011; Kim, et. al., 2016; Howald, et. al., 2018; Gale, et. al., 2019; Lawn, et. al., 2022) As such, improving employee equality, diversity, and equity at Acitvision Blizzard can in turn ensure their mental and physical health is better protected. 

Women are increasingly becoming a large customer base for video games companies. In the United States, 41 percent of all gamers in 2020 are women, (Takahashi, 2020). Sony, the world’s second largest video games company, revealed that 41 percent of its flagship consoles of Playstation 4 and Playstation 5 are women, a significant increase from 18 percent of those owning the first Playstation (PS1). (Loh, 2021) Activision Blizzard itself previously in 2013 stated that 26 percent of its flagship game, Call of Duty’s fanbase are female. (Mannion, 2013) In a more recent survey, 45 percent of surveyed female gamers in the United States said they are playing Call of Duty. (Severin, 2020) With an increase in female customers, it is important for Activision Blizzard to improve its equality, diversity, and equity area to strengthen customer satisfaction of the company’s brand. 

Improvement on the area would also retain investors and business partners’ confidence, noted by the withdrawal of sponsorship deals by Coca-Cola, Kellogs, and T-Mobile towards video games competitions hosted by Acitvision Blizzard as the company was affected by sexual harassment scandal. (McWhetor, 2021; Porter, 2021)





4.0 Conclusions

Activision Blizzard is one of the largest video games publishers in the world, and it was impacted by a lawsuit in July 2021 brought by authorities alleging a workplace culture that treated women in the organisation unfairly. The scandal exposed substantial deficiency in the area of employee equality, diversity, and equity where women were underrepresented in senior roles, subjected to lower pay for same amount of work as their male counterparts, as well as sexual harassments which were widespread and failed to be addressed effectively by its HR department and senior management. Improvements are needed to ensure larger representation of women in higher roles, pay equity between male and female workers, as well as a safe and supportive workplace for women. 

This would benefit the company in terms of firm performance, where research have suggested that workplaces with greater gender diversity and better protection of women are correlated to better financial performance, greater investor and stakeholders’ confidence, and lower turnover rate. It also lowers the chances for women at workplace to experience psychological distress and other health problems when there are lower instances of sexual harassment. In addition to that, the company’s image will be improved when the mentioned areas are improved, alongside with customer satisfaction of the brand, especially considering the trend of which female gamers population are growing. 



















5.0 Recommendations

Based on previous conclusions, improvements are needed to ensure larger representation of women in higher roles, pay equity between male and female workers, as well as a safe and supportive workplace for women. 

5.1 Regular Gender Audit

The first recommendation for Acitvision Blizzard is to conduct regular gender audit through independent third parties. Gender audit is a tool that allows organisations to evaluate the institutionalisation of gender equality, diversity, and equity in their policies and structures. (EIGE, 2016) It will help Acitvision Blizzard identifies and understands gender gaps and issues at the company. 

The main issue at Activision Blizzard was not the lack of HR mechanism to address gender issues, but rather the lack of integrity from individuals operating those mechanism. One example includes employees complained actions were not taken by HR department to address sexual harassment incidents, and HR personnel were known to have close relationship with abusers, which affected their abilities to be impartial in addressing those incidents. Hence, it is recommended that such gender audits should be conducted by a third-party organisation to ensure impartiality and integrity of the auditors. Third-party audit is linked with improvement of processes and procedures, providing formal certification for companies’ quality management. (Stephens & Roszak, 2010). It is also a good way to monitor whether HR mechanisms within Acitvision Blizzard are functioning properly when similar issues such as sexual harassment complaints arise in the future.    

However, there are still risks relating to third-party audit. Research has found that third-party monitors are heavily influenced by their relationship with their clients and by economic incentives. (Short & Toffel, 2016) Direct payment from monitoring clients, competitions from other audit firms, inadequate training from monitors are among factors that may led to third-party monitoring firms being more lenient in their auditing process. (Short & Toffel, 2016) As such, the third-party monitoring program should address sources of bias which may influence the accuracy and comprehensiveness by the third-party auditing firm. Hiring third-party auditing firm would also be more costly than conducting internal audit, but with a reported net in-game sales of USD $ 5.1 billion in 2021, (McKeand, 2022) Activision Blizzard has the financial capability to implement this recommendation. In addition, outsourcing this function will also reduce the burden of internal employees. 

5.2 Strengthen Internal Whistleblowing System

The second recommendation for Acitvision Blizzard is to strengthen internal whistleblowing system at the company. Proper implementation of whistleblowing system allows employees to report wrongdoings with protection against retaliation. This is important especially in the context of Activision Blizzard as former management personnel at the company has shown a hostile attitude towards whistleblowing. (Carr, 2021) Whistleblowing has been found to affect firm financial performance positively, as companies that provide such channels for employees to report wrongdoings earned greater return of assets than those with underdeveloped whistleblowing system. (Stubben & Welch, 2019) It resulted in less lawsuits against companies, and lower the possibilities for companies to pay settlement costs. This is important to note when Activision Blizzard paid USD $18 million to settle the workplace discrimination lawsuit brought by authorities (Iyengar, 2021), which was challenged by other parties (Allsup, 2022) and would potentially incur more legal costs for the company.  

There are also problems with internal whistleblowing system pointed out by previous research, including low quality of evidence, and the risk of reprisal. (McDonald, Charlesworth, & Graham, 2014). To avoid similar previous situation of compromised integrity on the part of management at Activision Blizzard from repeating, it is important that the strengthening of internal whistleblowing system is implemented hand in hand with the first recommendation of third-party audit. This ensures there is an oversight mechanism in place and instil confidence in the system among employees. 
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