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CONSUMER ALERT

THE UNSEEN RISKS OF VIDEO GAME LOOT BOXES

In the rapidly evolving world of video gaming, new
monetization strategies have emerged that present
potential pitfalls for consumers. Among these, the
concept of 'loot boxes' has become widespread,
igniting a complex debate around the blurred line
between gaming and gambling. This monetization
strategy may be problematic and potentially harmful.

A loot box is a virtual item that can be purchased in a
game for real money (or for virtual currency that must
be purchased with real currency), offering a
randomized assortment of other virtual items. These
can include character skins, power-ups, or any other
type of in-game asset like digital trading cards. The
allure of loot boxes lies in the chance to win rare and
powerful items that can improve gameplay or the
aesthetics of a player's character.

However, the chance-based nature of loot boxes bears
an uncanny resemblance to gambling. You're
essentially paying for the possibility of acquiring an
item you desire, but with no guarantee of the
outcome. This can lead to what's called the 'sunk cost
fallacy', where players continue to spend money in
the hope that their next purchase will yield the
desired result.

The problems associated with loot boxes stem
from three main areas:

1. Financial Impact. The costs of loot boxes can
quickly accumulate, especially in games that have
been designed to encourage repeated small
purchases. Without a guaranteed outcome, players
can find themselves spending large sums of money
with little to no reward. This can lead to financial
difficulties, particularly for those who may already be
vulnerable to compulsive spending habits.

2. Psychological Effects. The random nature of loot
boxes can create a ‘compulsion loop’, where the
anticipation of a reward encourages repeated
behavior. This can lead to addictive behavior patterns
similar to those seen in gambling addiction.

3. Lack of Regulation. Unlike traditional gambling,
the loot box industry is largely unregulated. There are
few consumer protections in place, and game
developers often do not disclose the odds of receiving
specific items. This opacity can exacerbate the
problems of overspending and addiction. To make
your document look professionally produced, Word
provides header, footer, cover page, and text box
designs that complement each other. For example,
you can add a matching cover page, header, and
sidebar. Click Insert and then choose the elements
you want from the different galleries.

‘While game developers argue that purchasing loot
boxes is a choice, the reality is that their design often
exploits psychological principles to encourage
continued spending. The 'thrill of the win' and the
desire for rare items can be a powerful motivator,
particularly when the value of these virtual goods is
tied to a real-world online marketplace, or when the
items unlock advanced progression or grant a player a
competitive edge in the game itself.

To protect yourself from the potential pitfalls of
loot box monetization:

¢ Set Spending Limits: Decide on a
maximum amount you're willing to spend
on in-game purchases and
stick to it.
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¢ Be Informed: Research games before you
play them and be aware of their
monetization strategies.

¢ Seek Help: If you feel that you're struggling
with compulsive spending or addiction
related to gaming, seek professional help.

In conclusion, while loot boxes can add an element of
excitement and unpredictability to gaming, they also
present substantial risks. It's essential to approach
these features with an understanding of their
potential for financial and psychological harm.
Consumers must demand transparency and fairness
in the video gaming industry, and push for
regulations that protect players from

exploitative practices.
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Labaton Sucharow’s lawyers are available to address
any questions you may have regarding these
developments. Please contact the Labaton Sucharow
lawyer with whom you usually work or the

contacts below.

Jonathan Gardner:
jgardner@labaton.com /212.907.0839

Melissa Nafash:
mnafash@labaton.com /212.907.0861

Jonathan Waisnor:
Jwaisnor@labaton.com / 212.907.0623

Adrian Ward:
award@labaton.com /212.907.0883
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