April 22, 2003

Manager

Broadcasting and Online Content

Licensed Broadcasting

Department of Communications, Information Technology and the Arts

GPO Box 2154

CANBERRA ACT 2601

To the Manager:

This document is in response to the call for submissions for the REVIEW OF ISSUES RELATED TO COMMONWEALTH INTERACTIVE GAMBLING REGULATION. 

About the Author

Rohan Miller holds a PhD from the School of Information Management and Marketing at the University of Western Australia. Rohan has taught Internet Marketing at the University of Queensland and presently teaches Internet marketing at the University of Wollongong. Rohan is also an active researcher in gambling, including Internet gambling, and has presented research papers at the University of Nevada’s International Conference on Gambling and Risk Taking, the National Association of Gambling Studies, Marketing and Public Policy (forthcoming), the American Marketing Association’s Summer Educators conference, Gaming and Casinos World and at racing forums convened by the Universities of Louisville and Arizona. 

ISSUES - RESPONSE

At the start of this submission, it is requested that the Department recognize that the act of gambling (be it on the Internet or otherwise) is too general for useful analysis or discussion. Thus, any debate about problem gambling is about as constructive as any debate about problem eating – considerably more information is required and that information must be product or product category specific (e.g. Miller 2003). Research by Mizerski and Miller (2001) empirically prove comments by other researchers such as McMillan (1995) that different forms of gambling have different groups of consumers, and that those consumers have different patterns of consumption. The implication is that the Internet is merely a conduit (similar to a television or radio and telephone) that can present consumers with different forms of gambling products. There seems little point striving to prohibit gambling over the Internet when it freely exists in so many other environments. Further, properly regulated Internet gambling can create barriers to play not possible with other forms of traditional gambling (e.g. lotto, wagering).

The Growth of Interactive Gambling Services

Australia is generally regarded as the home of a very large gambling market (measured per capita). Indeed, the proliferation of gambling products is more common in Australia than in most international markets. Notwithstanding, on the international stage, Australia is a very small market. To consider that a ban on Internet services in Australia will be anything but a drop in an ocean is fanciful. However, such a ban removes possible protection mechanisms for consumers and industry alike, as well as losses of taxation and other benefits (such as new technology) from the economy. Prohibition of Internet services is self-defeating, irrational and will not safeguard gamblers or any component of the gambling industry in the short or long term. 

By and large, the gambling industry in Australia has been fortunate that latent demand for gambling products has meant the introduction and proliferation of many new forms of gambling are mostly well received by consumers. However, claims that the gambling industry is research driven and have a deep (scientific or premeditated) understanding of consumers are clearly wrong. The Australian and international gambling industry are largely product orientated, data rich and information poor. That is, the industry develops gambling products, that at best, vendors hope they will be successful. This is evidenced by the high failure rates for gambling products in the marketplace, and the lack of systematic data collection and analytical tools. Most data that is analyzed pertains to accounting information, and is not informative about who, what, why and when consumers gamble.  

When a form of gambling reaches maturity or decline (e.g. wagering), it is the industry’s practice to claim or attribute failure external factors. For example, the racing and wagering industry makes claims that offshore Internet gambling, presumably bookmakers, are taking revenue from terrestrial bookmakers and thereby undermining Australian racing. They ignore decades of mismanagement within the racing and wagering industries, and the lack of customer orientation in these industries (e.g. Miller and Mizerski 2001). A properly structured and legislated Australian based Internet gambling industry may not lead to any erosion of the contribution of wagering to racing. It may, however, lead to the state legislated monopolies of totalisator boards losing further market share. However, any loses by the TABs may be due to a product focus, poor marketing and product management, rather than a sudden boom in Internet wagering. The principles of anti-monopoly legislation also indicate that a properly regulated Internet gambling industry may be in the best interests of consumers and industry sectors such as racing, as new competition may force existing gambling vendors to become more customer orientated.   

The level of consumption and the rate of growth of Internet based consumption, gambling products or otherwise, is very difficult to ascertain. Estimates must be treated with caution. Still, it is apparent that the success of Internet commerce, including Internet gambling has not met early estimates. Further, of claims of tens of thousands of Internet gambling consumers, there are generally no more than a few hundred consumers on line for any organization at any given point in time.

The Social and Commercial Impact of Interactive Gambling Services

The social impact of Interactive gambling services is minimal. I am currently analyzing actual problem gambling data collected on the Gold Coast between 1993 and 2001 (e.g. Miller 2003). From this population of clinically diagnosed problem gamblers (n=872), only one person seeking treatment for problem gambling (most clients also had co-morbid traits), stated they preferred the Internet for gambling. That single person also consumed other forms of gambling. I am not aware of any credible empirical evidence to support the emotive claims that gambling on the Internet will lead to gambling (and what those products may be) by minors or higher levels of problem gambling.

It should be noted that many already teens gamble. Doctoral research into underage gambling by Miller (2002) shows that forty-two percent of all the student respondents claimed that they had played lotto in the past, and that teen patterns of lotto consumption were not significantly different to many other consumer goods. This research also found significant associations (the research did not test for causation) between parental lotto gambling, peer lotto gambling and teens gambling on the lotto. Qualitative research from this study further indicated that teens already gambled on poker machines, races, lotto and scratch-tickets. The teens did not mention gambling over the Internet during qualitative research.     

The Operation of the IGA and the Effect of Existing Exclusions

Complaint & Exclusion Mechanisms

The call for submissions claims that  “in the period 11 January to 31 December 2002, the ABA received 13 complaints about Internet gambling content. Eleven investigations were completed, with two investigations terminated due to lack of sufficient information (in both cases the ABA was unable to locate any Internet content at the addresses provided by the complainants). Of the 11 investigations completed, seven resulted in location of prohibited Internet gambling content hosted outside Australia and the ABA notified the details of the content to the makers filter software products, in accordance with the procedure set out in the Code. Two investigations resulted in location of Australian hosted content that was not prohibited. In relation to the advertising prohibition under the IGA, two complaints have been received and are currently under investigation”.

 More information about the nature of the complaints and the complaint process is clearly required before meaningful comment can be made. However, with the high levels of emotion shown in the gambling debate, there would seem to be comparatively few complaints, and that a large proportion of complaints (two) seemingly vexatious. Indeed, research into online dispute resolutions has revealed a number of complaint makers take actions and make complaints for reasons other than dispute resolution. 

Perhaps indicating that the government cannot stop or effectively manage Interactive gambling, most of the complaints related to offshore entities. The cost of developing and policing these regulations over a long period of time must be questioned against a low number of complaints. Regulation seems a more effective measure than prohibition in the Internet environment, especially where many potential licensees are large and legitimate organizations of substance.

In general, Internet technologies are not well utilized. There is considerably more scope to utilize the Internet to discover and assist consumers that have problems managing the consumption of some gambling products than presently used. Currently I am working with the University of Wollongong’s teaching education unit (CEDIR) to pioneer the use of online role-plays in education. The pedagogy and software being developed for these purposes could be well adapted to manage problem gambling. I would be happy to work with the Department (with a research grant) to further explore this issue. It seems feasible that Internet technologies can be used to identify, treat (at least partially) and manage problem gambling far more than is presently employed, for both Internet and traditional gambling product consumption.

Research that I am presently undertaking related to online role-plays indicates that Internet related disputes are very difficult to reconcile on the Internet. My initial analyses (in an ongoing project) indicate that the parties in an Internet commerce dispute actively seek legitimate authority to assist manage complaints.  While there have been some examples of dispute resolution on the Internet (e.g. eBay law), the questions of law, an absence of non-verbal cues, timeliness and self-righteous consumers make it difficult to effect satisfactory dispute resolutions (cf. Katsh, Rifkin and Gaitenby 2000). In their study into online dispute resolutions for eBay transactions, Katsh, Rifkin and Gaitenby (2000) preferred mediation to arbitration, and a single mediator to a group of mediators as it would be easier to obtain the co-operation of the second party.  This approach yielded a successful rate of mediation of 46%. Approximately 75% of complaints were filed by buyers and 25% by sellers. The main problem was the non-delivery of goods. Less than 25% of the sample refused to co-operate in the study.

I would be pleased to provide further information and input into the Department’s review on request.
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Dr. Rohan Miller 

Dr. Rohan Miller(

1
University of Wollongong 

April 22, 2003

