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· It is clear that EA leadership played the most substantial role in the creation and worsening of this case. The subsequent reputational damage, community fallout and calls for legislation were exasperated by the lacklustre reaction to the controversy. They are responsible for the popularisation of the widely despised and predatory ‘loot box’ systems. 

· The current leadership displayed clear signs of ethical fading signified by obvious examples of moral framing through ‘self -deceit’. This was perpetuated by the transactional leadership style of the CEO, exceptional financial success of the system, affirmation by competitors and transfer of the business model into organisational culture.

· Ethical fading amongst other discussed factors have led to the cognitive moral development of leadership decision making stagnating at a pre-conventional stage where morals are shaped by the consequences of breaking rules and law.

· It is determined that if leadership is not altered then legislative action must be undertaken. The company leadership currently lacks the moral development to be influenced by any other external force. A transformational leader must be implanted in order to execute the ‘evolutionary change’ that is required to ensure that the controversy does not reoccur.

· EA must reclaim its reputation and can play an integral part in reshaping the current gaming landscape into a more desirable environment for consumers. They must pursue and create innovative and original games that consumers actively wish to financially support. Ethical microtransactions are an accepted and proven method.

· Meaningful and durable change can be achieved through new leadership, however if it is not possible, then legislation and regulations must be considered in order to reduce the harmful effects of the system.

[bookmark: _Toc515036629]Recommendations

· Analyse EA leadership to identify and solidify their implication in the development of the case.

· Initiate ‘evolutionary change’ of organisational culture and revenue generation within the company by displacing current transactional and ethically faded leadership and instating transformational leaders.

· Create original and innovative software which consumers voluntarily wish to financially support. Allow access to ‘ethical microtransactions’ in order to generate revenue.

· Legislate against predatory loot boxes, impose fines and imprisonment for illegal implementation.

· Regulate all loot box systems under current gambling legislation, impose taxes to discourage use.

· Impose strict regulation, requiring odds to be clearly displayed and removal of ‘addiction sensitive elements’
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The presentation denoted that there were numerous elements intertwined within this case, each of which would satisfactorily warrant further examination and analysis. For the purposes of this report, the core issues that will be critically analysed are the company’s leadership role in the creation and expansion of the scandal, the formation of the organisational culture that perpetuated the scandal the distinctive impact that he company CEO had throughout the debacle. Appropriate theories and models will be applied throughout in order to further illuminate the provided analysis.

It is particularly interesting that this modern, digital age controversy very much adheres to an established and long-standing model of processes. Hartley (1993) in analysing a number of business scandals, identified that each begins with public apathy, following initial media attention there is public outcry and then inevitable government intervention and change forced through numerous mediums.

This scandal differentiates itself not in how it unfolded, but the entities involved in driving each step forward, how the damage caused can and be resolved and how these actions may be a driving force for drastic but very positive change. As a result, it is these factors that will be analysed in tandem with the elements outlined in the opening paragraph.
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This section will take a comprehensive view primarily on the significant role that EA leadership had within the case.

Several well-established approaches highlight the importance of ethics within leadership. The Confucian approach provides that leadership must be based on moral principles. (Becker 2009). The Kantian approach based on the works of Immanuel Kant stresses that leaders should do what is morally right regardless of consequences. The utilitarian approach formulated by Bentham and Mill provides that when considering actions and their ethics, leaders must consider the consequences and not just the benefits. (Johnson 1952)

Caroll (2009) in discussing the ethical responsibility of leaders provides that a strong and moral ethical code must be established, adhered to and utilised as the basis for driving it forward. Leaders should ensure that a company operates legally, but also in line with this code.

In applying these approaches to leadership within EA, it is immediately apparent that there has been critical failure. The marketing and sale of predatory loot-boxes and gambling mechanics to consumers (including children) of a widely revered franchise, can ill be considered ethical or even sensible. It has now of course been deemed illegal in certain countries and legislated against in others. How exactly this became a reality, warrants investigation.

Insight can be gained through establishing the origin of the controversial system. Barker (2017) provides that the current CEO of EA, Andrew Wilson was indeed the single most influential factor in implementing and popularising the ‘predatory loot box’, which provides in game advantages over fellow players when purchased. Giving rise to the ‘pay to win’ scenario and eliminating the decades established notion of ‘the best player wins’.

Ralph Garmen (Skill Up 2017) states that the system itself was initially not monetized and originated in the UEFA champions football game in 2006. It was monetized in FIFA 2009 by order of Wilson, who at the time was an ambitious executive producer who realised its financial potential. The system has since been implemented in numerous EA games and garnered billions in revenue. Their consistent and sharp share price increases since 2009 can almost be exclusively attributed to it. There is no doubt that this led to Wilson’s rise to CEO. 

Derr (2012) argue that the ethics imparted by leadership within a company inevitably filter down and direct the ethical standards by which it operates. It is without question one of the most impactive factors in shaping how ethically upstanding a company is and can be. Perhaps it is unsurprising that the company is embroiled in this controversy when its CEO essentially popularised, championed and monetized the system under scrutiny.

Lakshmi (2014) provides that ethical leadership does not always equate to effective leadership and vice versa. It cannot be denied that Wilson’s decisions, boosted the company’s financial success and were integral in its survival within a highly volatile and competitive industry. His actions strongly reflect Friedman’s shareholder theory (1970) which concludes that the only social responsibility that a company has is to maximise shareholders wealth.

Similarly, in analysing Stewart (2006) it can be concluded that Wilson has acquired success through acting as a transactional leader. This type is naturally far less likely to realise success through ethical decisions than transformational leaders. Indeed, the rise of both his career and EA can be attributed to this.

To a layperson the systems implementation within a game marketed towards children can clearly be seen as unethical, it does not appear as though this was apparent to EA.  In the latest financial conference for EA, Wilson responded to numerous gambling commissions classifying his system as gambling and predatory, imposing heavy sanctions upon their continued use. He stated that contrary to the findings by expert bodies, the system was not gambling and EA will not be impacted by the developments. In short stating that nothing will change, this seems accurate as it is still operating within several EA games. (Kerr 2018)

In attempting to explain this phenomena Sternberg (2016) suggests that leaders may simply fail to identify situations that require an ethical response and therefore react inappropriately. Sternberg (2009) highlights numerous difficulties that leaders face in practising ethical standards. However, due to the sheer clarity of the correct ethical standing, the explanations are likely more complex.

The system has been implemented for nearly a decade and is now a successful business model. Flamholtz and Randle (2012) argue that under these circumstances, it can become ingrained as part of the company’s organisational culture. Leadership direction and decisions play an integral part in what becomes a part of culture and Wilson himself is likely responsible for this. Flamholtz (2001) state that organisational culture, though it cannot be seen or touched, can have a significant effect upon a company’s financial results and their standing with stakeholders. In this case, this was true, the system was so successful that it was imitated by competitors. 

Tembrunsel and Merrick (2012) p.224 discuss the concept of ethical fading and define it as:

“The process by which the moral colours of an ethical decision fade into bleached hues that are void of moral implications”

They go on to state that educating leaders on moral principles is only effective if the leader views their decision as having ethical colouration. Where ethical fading has occurred, it is a fruitless exercise. In this case, the mixture of the system being financially lucrative, becoming ingrained in organisational culture and then affirmed by competitors, no doubt led to ethical fading amongst EA’s leadership.

Messick and Bazerman (1996) argued that a key indicator of ethical fading is that of self-deception. This occurs when leaders, in order to avoid the requirement to address the notion of self-interest versus moral principles, disguise the implications of a decision. This process often involves the use of ‘moral framing’.

Examples of this can be observed through public interactions involving Wilson when the matter of his system is discussed. Instead of directly addressing the issue, Wilson outright self deceives by insisting that the system is not gambling and morally frames the subject matter by repeating that EA are simply trying to enrich players’ gaming experience, provide a fairer experience and find ways to further connect the community. (Seppala 2018) (Makuch 2018).  Tamar and Bronin (2012) provide that Wilson is effectively invoking larger subject areas in order to morally frame a centrally immoral concept, a common tactic. 

In order to conclude to what extent Wilson has degraded the company’s moral decision making, Kohlbergs theory of Cognitive Moral Development (1969) can be applied. In doing so, it would appear that leadership decision making is at best at the pre-conventional stage, specifically at level 2.  This is where decisions are morally based almost solely on the benefits that they may reap for the person. In a business sense this consists of promotion and monetary gain. Very apt considering Wilson’s journey with EA so far. At this stage, morals are shaped by the consequences of breaking rules and law.  (Crain 1985)

Considering all of this information clarifies that either a change in leadership or the imposition of legislation is required in order to force positive change within EA.
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In analysing the above information, it can be concluded that EA leadership was one of the most relevant factors in the formation and longevity of this case. It is also apparent that without a change in leadership, there will likely be no change in the company’s approach and culture, resulting in the likelihood that an event such as this will reoccur. 

In applying Lewin’s (1951) forcefield analysis, it becomes clear that the factors resisting change from the current system are leadership action, organisational culture and financial gain. Arguably these are stronger forces than the desire to project an ethical stance.

It is fortunate that EA do not necessarily have to move away from microtransactions altogether as 70% of gamers do not object their existence. (Qutee 2018). There are numerous examples of games that have proved wildly profitable whilst utilising microtransactions. No controversy has been generated as they usually involve directly purchasing in game items that give no advantage, the gambling aspect is also eliminated.  D’Argenio (2017) considers these elements as necessary in order to profit from ‘ethical microtransactions’.  

Tassi (2018) explains that the prime example of successfully implementation is ‘Fortnite’ which generate hundreds of millions of pounds in revenue each month. Fortnite’s creators followed instructions that prevalent, knowledgeable gaming content creators have repeated for years. This is summed up well by (Downward Thrust 2018) who states that the gaming community is crying out for quality, innovative games which they can invest in. Provide this core experience and gamers will happily hand over their money through microtransactions because they want to support a worthy game.  This is ultimately what EA need to strive for. This perhaps, is the best example of implementing Freeman’s (1984) stakeholder theory and effectively balancing shareholder interests with wider stakeholder interests.

According to Balogun and Hope-Hailey (2008) the type of change required in EA, is deemed ‘evolution’. This is a shift that results in gradual transformation and involves exploiting existing capabilities whilst developing new ones. Johnson et al (2017) determine that the most suitable type of leader to spearhead organisational change like this would be a transformational leader who possesses the ability to encourage and value different views, enough legitimacy to decide what is worthwhile and the ability to direct the company firmly.

EA’s present leadership does not fall under this category, therefore a drastic change in the core leadership would be required and the implementation of a Transformational leader is essential.  In considering Carroll (1991) and the four-part model of Corporate Social Responsibility, EA can aim to address their ethical and philanthropical responsibilities as well as their financial responsibilities. They can do so by dissolving the current predatory system and instead generating revenue from ethical microtransactions. It may be a legitimate strategy to market their ethical intentions, in order to bolster support and rebuild the reputation of the company. Crane and Matten (2012) provide that in the extended view of corporate citizenship, this would show them as social rights providers and civil right enablers 

As EA are an industry leader, their actions can impact upon competitors and the industry as a whole. This could lead to an overall change in the very landscape of gaming and the business models utilised, towards a more ethical direction. Kohlberg (1969) reinforces this by suggesting that the moral basis of decisions is often influenced by the surrounding environment. 
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Though the above approach is preferable, if leadership does not change, it is highly unlikely that it will come to fruition. In this circumstance it is imperative to remember where EA leadership positions itself on Kohlberg’s model. Only the threat of consequences imposed by legislation and regulation might prove sufficient to force ethical progression (Fisher and Lovell 2009). Much of this has been discussed in the presentation, the most effective measures will be suggested.

The outright ban of the system, along with imposing heavy fines and prison sentences for breaches has been implemented by Belgium (Orland 2018). This is desirable as it protects young and vulnerable players from the well-known harmful elements of gambling, as discussed intricately by Jawad (2018). 

Other countries such as the Isle of Man have recognised the system as gambling and have imposed industry regulations, including taxing the companies responsible. A very positive action that will likely discourage their future implementation in games. However, there are countries where this has been deemed as unnecessary, such as the United Kingdom (HM Government 2017). Giorgi (2011) argues that under these circumstances, making the system safer should be considered a priority. 

Netherlands have enforced the removal of ‘addiction sensitive’ elements such as ‘near win experiences’, stimulating visual and audio effect and the ability to successively open numerous boxes (Yin 2018). China has enforced displaying the odds of winning. (Gartenburg 2017). Jawad (2018) has discussed the effectiveness of such measures and found mixed results, however any moves to protect and better inform gamers is positive and should be implemented.
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It is clear that EA leadership played the most substantial role in the creation and worsening of this case. The subsequent reputational damage, community fallout and calls for legislation were exasperated by the lacklustre reaction to the controversy. They are responsible for the popularisation of the widely despised and predatory ‘loot box’ systems. Tassi (2013) in explaining why EA had been voted the ‘world’s worst company’, twice, placed a great deal of the reasoning behind their predatory system.

However, the company itself can still save its reputation and play an integral part in reshaping the current gaming landscape into a more desirable environment for their consumers. The pursuit of creating innovative and original games that consumers actively wish to financially support can lead to revered end products. The attitude and ethical standing of current leadership, degraded by moral fading and numerous other impact factors, will unlikely allow for the stated recommendations to take place. Therefore, deep analysis of leadership, removal of responsible parties and imposition of transformational leaders is essential to achieving the required ‘evolutionary change’.

Though the above will allow for more permanent and meaningful change, if it is not possible, then legislation and regulations must be considered to reduce the harmful effects of the system. The current leadership’s moral development within decision making is simply too primitive to respond to any other influence.
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· Analyse EA leadership to identify and solidify their implication in the development of the case.

· Initiate ‘evolutionary change’ of organisational culture and revenue generation within the company by displacing current transactional and ethically faded leadership and instating transformational leaders.

· Create original and innovative software which consumers voluntarily wish to financially support. Allow access to ‘ethical microtransactions’ in order to generate revenue.

· Legislate against predatory loot boxes, impose fines and imprisonment for illegal implementation.

· Regulate all loot box systems under current gambling legislation, impose taxes to discourage use.

· Impose strict regulation, requiring odds to be clearly displayed and removal of ‘addiction sensitive elements’
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I felt confident that EA controversy was where I should concentrate my efforts. Though ill-disguised gambling marketed towards children was widely considered as the key element, it was not the central reason behind the breaking of the controversy.  The dilution and aggressive monetization of what in the eyes of dedicated gamers was once a great industry, was the initial driving force. Gamers with fond nostalgic memories were stretched beyond breaking point at seeing something they hold dear, so viciously altered for financial gain. Gaming has been one of the most influential factors in my life, having brought me through some difficult periods, I felt it only right to pursue this case.

[bookmark: _Toc515036638]Presentation

I have often presented complex information to large and influential groups. However, I was decidedly more nervous prior to presenting this. Thankfully this was very quickly resolved by Caroline after some kind words and encouragement. I had researched the subject area in depth and covered every aspect that I considered worthwhile and relevant. I found difficulty in reducing the content so that it could be presented within the time limit. I rehearsed the presentation numerous times and retained much of the information prior to delivering it. I was comfortable in answering any follow up questions and ultimately enjoyed the experience.

[bookmark: _Toc515036639]Report

I am comfortable with report writing, having written countless reports which would have eventually impacted quite significantly on people’s lives. This one however, was going to impact solely upon me, perhaps a more daunting task. I enjoyed researching the case and being able to critically evaluate leadership’s responsibility and how the videogame landscape can still be saved if company leaders simply adopt and adhere to core principles. 
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