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Introduction

In accordance with section 68 of the Interactive Gambling Act 2001 (IG Act) the Minister for Communications, Information Technology and the Arts is undertaking a review of the IG Act. 

Those issues that are to be considered in the scope of the review, include – 

· the growth of interactive gambling services;

· the social and commercial impact of interactive gambling services;

· the effect of the exclusions that apply in relation to wagering and lottery services;

· the effectiveness of the Act in dealing with the social and commercial impact of interactive gambling services;

· technological developments that are relevant to the regulation of interactive gambling services; and

· technological developments that may assist in dealing with problem gambling.

Background

The Western Australian Government fully supports the aim of the IGA to limit the potential for problem gambling associated with interactive gambling services, in particular the virtual “gaming machine” and “casino-style” gaming products that may be accessed using the Internet.

Western Australia has maintained a responsible approach to the regulation of gambling and in this regard was identified in the report of the Productivity Commissions (PC) inquiry into Australia’s Gambling Industries, as having the lowest incidence of problem gambling.  This was attributed to the long standing government policy of prohibiting the licensing of electronic gaming machines outside of the Casino.  The prohibition of interactive “casino style” gaming services delivered over the Internet is consistent with this policy.

In its inquiry into Australia’s gambling industries, the PC made a clear distinction between casino style gaming products, including electronic gaming machines and their virtual equivalents, and the availability of wagering and lotteries products over the Internet.  In this regard it was noted that – 

“The grounds for bans are strongest for gaming technologies (casino type games such as roulette and virtual gaming machines).  The case for banning internet wagering (sports betting and racing) or traditional lotteries are weaker, reflecting likely lower risks and the fact that the other mediums for making these gambles, such as phone betting, are close substitutes for the Internet.” 

The PC also reported that during 1997-98, gaming machine and casino gambling collectively accounted for 72 per cent of national gambling expenditure, whereas expenditure on racing and lotteries accounted for only 14 per cent and 11 per cent respectively. 
  In a subsequent report The Productivity’s Inquiry: Three Years On, it is reported that the share of national gambling expenditure for gaming machine and casino gambling has further increased to 75 per cent, however expenditure on racing and lotteries has decreased to 13 and 10 per cent respectively.

Internet Gambling in Western Australia

Internet wagering was introduced by the Western Australian TAB in 1997.  Since its introduction, Internet wagering has developed and is regarded as a technical extension of telephone wagering.  

The move to Internet distribution by the TAB reflects the embrace of new technology by a well regulated service provider.  Advances in technology have for example seen the TAB move from agency to telephone operated services, then touch tone services, to directly connected PC’s and now to the Internet.  It was noted by the PC that in relation to racing “… internet wagering represents a relatively small technological step since people could already lodge their bets remotely by phone.” 

The Internet has expanded the service offered by the TAB by providing access to those members of the community that are located in remote regions of the State.  The Internet also provides information and live audio to many Western Australians that would not normally have access to these services.  

With respect to the provision of “in the run” betting, where bets are placed on particular outcomes during an event, it is considered inconsistent that this service is legally available through TAB call centres and retail outlets, yet cannot be offered via the Internet.  It is therefore requested that the existing exemptions in the IGA be extended to allow “in the run” betting via the Internet.  In considering this request it is relevant to take into account that the types of events and contingencies permitted under “in the run” betting are determined by Betting Control Board of Western Australia.  In this regard, the Betting Control Board considers matters of public interest, including responsible gambling issues, when determining the events and contingencies that are to be approved for wagering.

TAB Internet turnover has seen an increase from 10.9 million in 1999/00 to 22.4 million in 2001-02.  Despite this increase in Internet turnover, the overall gambling expenditure in Western Australia has only increased by $1.1 million, from $656.5 million in 1999-00 to $657.6 million in 2000-01. 
  Furthermore, the real per capita gambling expenditure has decreased from $500 in 1999-00 to $464 in 2000-01.
  This would tend to suggest that the introduction of Internet betting has seen a shift from agency and telephone betting to Internet betting, as opposed to an increase in betting.

It is estimated that in 2002-03, the Internet service of the WA TAB will generate $39 million in turnover, approximately $1.7 million in taxes and TAB net revenue of $5.2 million.  The future growth of the TAB’s Internet service is expected to be as follows – 

	Year
	Turnover
	Margin
	Tax
	NRAT

	2002-2003
	      39,473,414 
	        6,961,134 
	      1,744,129 
	      5,217,005 

	2003-2004
	      34,461,206 
	        6,017,798 
	      1,526,481 
	      4,491,317 

	2004-2005
	      43,128,742 
	        7,524,228 
	      1,908,760 
	      5,615,469 

	2005-2006
	      50,359,769 
	        8,778,042 
	      2,226,007 
	      6,552,035 

	2006-2007
	      52,046,932 
	        9,060,960 
	      2,294,586 
	      6,766,374 


Note:

· NRAT = Net Revenue after tax.

· Data based on Preliminary Budget Estimate March 2003.  SDP/SCI Updates due April 2003.

Racing is a key part of the social and economic fabric of Western Australia, in particular the rural sector and the TAB is the life-blood of racing, as it provides the bulk of the funding that supports the industry.  Any impact on the performance of the TAB will have a direct impact on the racing industry and indeed government taxes and the services that these taxes support.

Like the TAB, lotteries have been a part of the Western Australian way of life for many years.  Using the Internet as a new sales outlet for lottery tickets will improve access for Western Australians living in rural and remote parts of the State.  

While lotteries continue to be one of the most accessible forms of gaming, this accessibility has not significantly contributed to the increased incidence of problem gambling in the Australian Community.   At page 11.1 of its 1997 report, the Productivity Commission, in gauging the net impacts of the gambling industries, concludes as a “Key Message” that its “… quantitative estimates for lotteries suggest that they provide a clear benefit and, in the process, generate few social costs.”  

In Western Australia this financial year, the Lotteries Commission will distribute approximately $135 million for the benefit of the community
.

There has only been minimum growth in internet betting by bookmakers in Western Australia.  Currently only one bookmaker offers an Internet sports bookmaking service for which turnover figures are not yet available.  Four or five bookmakers have recently established an Internet race betting capacity, however these services are only available during race meetings and individual turnover figures are minimal.

Overall there has not been an exponential growth in Internet wagering activity in Western Australia and in this regard it is apparent that the service is primarily being used as a convenience.

The Western Australian Government sees little difference between the widely accepted practice of purchasing products, including shares, in an e-commerce environment and placing a bet with the TAB or a bookmaker, or buying a lottery ticket, through the Internet.

On the other-hand, interactive gaming on the Internet involves a player actively interacting with a game, making choices or decisions impacting on the outcome of that game, and getting immediate results.  Interactive gaming also means that games can be initiated by a player, which is clearly different to on-line Internet wagering, where the event (horse race or sporting event) is controlled by external forces and subject to a time delay, or a lottery draw which is an external activity occurring some time after the purchase of a ticket.

With respect to the social impacts of Internet gambling in WA, statistics obtained from the Western Australian problem gambling counselling service and problem gambling helpline reveal that Internet gambling is rarely identified as a problem source.  In this regard, during 2002 only one of the 169 clients attending the counselling service reported a problem with internet gambling and of those calls made to the helpline during 2002, less than 2 percent related to Internet gambling.  It would therefore appear that in WA, Internet gambling is not a significant contributor to problem gambling. 

Conclusions

For the reasons outlined above, the exclusions that are currently provided for by the IGA in relation to wagering and lottery services should be maintained. 

With respect to the regulation of financial transactions, WA supports the introduction of controls that seek to regulate financial transactions associated with the provision of interactive gambling services, including a requirement for financial institutions to block credit card transactions related to illegal interactive gambling.  Whilst there may be difficulties associated with this approach, it would impose an obligation on the banking industry to attempt to ensure that the operations of an on-line gambling service provider were lawful.

It should be recognised that the regulation of gambling, including the implementation of consumer protection measures, is the jurisdictional responsibility of each State and Territory.  Nevertheless the WA Government would support the development of consumer protection measures which may mitigate the incidence of problem gambling associated with interactive gambling services.  In this regard, mechanisms worthy of consideration may include –

· records of transactions so that players know how much they have spent;

· pre-commitment or bet limits, which enable a player to limit the amount spent; and

· self exclusions.
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