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1.  Introduction

The SA Heads of Christian Churches Gambling Task Force (GTF) tenders the following submission to the Manager, Broadcasting and Online Content, Licensed Broadcasting, Department of Communications, Information Technology and the Arts, in response to the invitation for public submissions to he review of The Interactive Gambling Act 2001 (IGA) .
The opportunity to review the IGA is timely as the GTF is concerned at the escalation of internet gambling and its potential to become a virtual gambling venue in every lounge room and study in Australia. 

This submission will argue for tighter regulation of interactive gambling by a continuation of  the current ban and removal of existing exemptions.  

The submission will begin by outlining the GTF rationale for gambling regulation.

2. Rationale for GTF Position on Gambling

2.1 What is the GTF

The SA Heads of Christian Churches represent some 27 Christian denominations in South Australia with membership of over 500,000 people.  The SA Heads of Churches established the GTF in early 1999 in response to growing concern from churches about the extent of gambling related harm in the community.  As such the GTF represents a large cross-section of the South Australian community, who come from all socio-economic groups and from both metropolitan and rural areas. –   The GTF is a representative voice for the majority who do not want more gambling or gambling related harm and are extremely concerned about the reliance of State governments on gambling revenue.  The majority of Christian Church members want a reduction in accessibility of all forms of gambling and a significant minority want gambling banned.  

2.2 GTF Principles

The primary concern of the GTF is to minimise gambling related harm.  The following principles outline the position of the GTF supporting the goal of a society free from harm created through gambling.   

1. Recreational gambling is appropriate and part of Australian culture but gambling leads to significant harm for some individuals, families and communities.

2. This harm has personal, health, economic, social and political dimensions.

3. Gambling products and practices must be regulated to minimise this harm.  

4. Current, new (or increased numbers of) gambling products or practices should be allowed only if they are evidenced to have ‘minimal harm’ (Precautionary Principle).  The onus should be on evidence of safety rather than evidence of ‘harm’ before approval of products or practices.

5. Harm minimisation should not be left to the market and/or community sectors or to those individuals with gambling problems.  The GTF argues that ‘consumer sovereignty’ 
 is not an appropriate principle to justify gambling because all gambling has a significant risk of harm which is masked by promotions that emphasise the benefits rather than the costs.

6. Governments have a responsibility to ensure that the harm related to gambling is minimised by providing clear legislation, policies and resources for regulation and compliance

7. Governments should significantly reduce their reliance on gambling, for revenue

8. Gambling products should not be provided in association with alcohol or other illicit drugs.

9. Minors under 18 years should not have access to gambling products

10. There should be no advertising inducement or suasion to encourage people to gamble.

11. The social and financial impacts of gambling need to be monitored constantly and reviewed on a regular basis.

2.3 Precautionary Principle of Harm Minimisation

The Precautionary Principle of Harm Minimisation states that for a given product or practice the onus is on the provider to ensure and prove safety rather others to prove the product or practice results or risks in harm.

The GTF recommends the Federal Government adopt a Precautionary Principle of harm minimisation. 

· The precautionary model places priority on testing for and preventing harm rather than on responding to the damage gambling causes.

· This Principle requires scrutiny of all gambling products and practices (present and future). 

· The principle also requires that all methods/activities used to promote and market gambling opportunities are tested for safety rather than the inappropriate risk needing to be proved after the event.  

Gambling related harm is not simply the result of people with existing problems gambling too much and for these people but gambling too much causes more harm.  Others without current problems develop them because of gambling too much (see Productivity Commission Report 1999, Figure 7.2 for pathways to gambling problems).  Often gambling related harm is perceived as due to poor individual choice or ‘consumer sovereignty’ rather than care-less public or industry policies and practices. There is a lack of suitable assessment models that adequately enable government, industry and concerned communities the ability to consider if a new product, way of delivering a product or if an advertising / marketing campaign contains dangerous elements.  

3. The False Economy of Gambling

The GTF argues that gambling brings a net cost to our society rather than a net benefit.  The cost factors have been partly explored in the 1999 Productivity Commission Report.  However no indication of the cost to other small business (eg tourism, restaurants) of gambling activity soaking up disposable income and money used in household budgets (for problem gamblers) has been included.  Nor has the flow on cost of gambling problems in the family, friends and workmates been fully accounted for.  The GTF believes it is a false economy to see the gambling industry as a ethical and legitimate economy.  This is not to say that providers of gambling activities are immoral or  unethical, however regulation is required to moderate the potentials for  unethical and immoral activity.
Furthermore all products that appear to produce a profit do not necessarily promote a net benefit to our society.  In economic terms this may be put as the Pareto-Optimality principle:  "any economic activity is useful if it leaves at least one person better off and no person worse off.”

Gambling may be legal in many forms but in reference to the Pareto-Optimality Principle it is not producing optimal or near optimal economic activity. 

The renown economist Keynes said about the addiction of gambling: “for gambling to be socially acceptable, it must be frivolous”. To paraphrase, any activity can only be acceptable if it has no tangible impact on the individual or society. Clearly addictive behaviours that soak up vast amounts of discretionary and non discretionary household income would not be deemed acceptable by the great economist.

4.  Comparison of Gambling with other Public Health Concerns

Although gambling does not have the same percentage of people experiencing harm as smoking or alcohol consumption a higher percentage of the population gambles than smokes or drinks.
  Hence gambling harm should not be viewed as a lesser and acceptable level of harm than smoking or drinking to excess.  All three  areas are major public health issues and should be treated analogously.  

The GTF rejects the notion of  ‘soft’ as opposed to ‘hard’ forms of gambling, because we believe that gambling in any format holds a potential for problems.  Promoting ideas of soft gambling can encourage the false notion that gambling is risk free.

The GTF asserts that for too long governments have been soft on gambling.  This in part is because of the revenue that is collected from gambling taxes.  The rhetoric espouses social responsibility and harm minimisation, however a parallel rhetoric exists that is given greater weight: gambling revenue being ’essential’ revenue; an income steam relied upon by governments.  The dependence of government on gambling revenue makes it difficult for consistent public policy on harm minimisation.   The moratorium on internet gambling provided for by the IGA legislation is a welcome first step in preventing the proliferation of gambling into new technologies with unknown risks and implications.

5.  Comment on Issues

5.1  The Growth of Interactive Gambling Services

Australian Trends

1. In 2002 Australia was ranked 8th largest net user in the world with 10.5 million people online, according to a just-released by Nielsen-Netratings 
.  Australia also boast one of the highest penetration rates on users in the population at 72 per cent, the survey found. 

2.  The Productivity Commission's National Gambling Survey showed that, in 1998-99, almost 90,000 Australians gambled on the internet ­ about 0.6% of Australian adults. 

3.  Figures from Nielsen Netratings
 estimate that 700,000 Australians gamble online in 2002 (approximately 9% of the total online population of Australia), while Hitwise traffic measurement data showed that level of use had been through the substitution of online casinos located outside of Australia for domestic operators during the implementation of the Interactive Gambling Act
. 
World trends

4.  Nearly six million Europeans visited an online games site during January 2003- more than double the figure from the same time in 2002, according to net measurement firm Nielsen/NetRatings
.  The games played range from simple card games through to multi-player arcade games and large-scale role-playing games such as EverQuest.   Sites such as neopets which combines games and community elements are also popular.  

Germany and France are leading the pack when it comes to online gaming. Even third-placed Holland is outstripping the US. According to Tom Ewing (Nielsen/NetRatings) online gambling is associated with broadband take-up and online gaming is one of the sectors these high-speed connections are best suited for. 


An improvement in gaming technology has partially driven the surge in uptake, according to Nielsen/NetRatings analyst Tom Ewing, as has the health of the games market in general.  "The sector as a whole has been strengthened by the sales of current gaming consoles, which include broadband and online gaming in their development plans," he said. 

Events such as the upcoming launch of Xbox Live in Europe will also boost the concept of online gaming he said. 

Men still dominate the online gaming world with 2.5 times as many male as female visitors on average. 

In the Netherlands, a well-established broadband and gaming market, women are fast catching up however, a sign that gender differences may break down over time. 

Research on the Harm of Internet Gambling

5.  Managing Internet gambling in the workplace
 

A Web@Work survey  (WebSense, 2002a) of one sample of 305 Internet-enabled employees and another of 250 human resource managers indicated 25% of employees admitted to have become "addictive or compulsive" in their use of the Internet. Online gambling was rated as the fifth most addictive activity (by eight percent of respondents) behind shopping (24 percent), news (23 percent), pornography (18 percent), and ahead of auctions (six percent). Furthermore, only two percent of respondents indicated that they accessed gambling services in the workplace.

The Internet Misuse Survey 2002, focused on 544 personnel managers and officers who employed an average of 2,500 staff (WebSense, 2002b). 72% had dealt with some form of Internet abuse, with one in four companies having dismissed employees for Internet misconduct.  Most (69 percent) of these dismissals were for pornography; however eight percent of the complaints pertaining to Internet misuse related to gambling, which in turn accounted for two percent of the overall dismissals.

Internet access in the workplace increased 17 percent in the year ending August 2002, with nearly 46 million American office workers now using the Internet (Nielsen//Netratings, 2002). This expansion, coupled with a concomitant rise in employees use of the Internet for non-related purposes, gives rise to another avenue for addictive gambling behavior in the workplace. For example, one survey of workplace Internet use indicated that 15 percent of employees constantly surf non-work-related sites, with another 38 percent surfing such sites a few times a day (Vault, 2000).

The availability of Internet gambling opportunities in the workplace is of concern as heightened opportunities for problem or pathological gamblers to engage in gambling-related behaviors are available. Put differently, because many employees have computers in their own offices, they can engage in Internet gambling and other forms of potentially undesirable Internet-related activities without necessarily "arousing the suspicion of co-workers or supervisors" (Griffiths, 2002).

Employee access to Internet gambling should also be of concern that research has demonstrated that increased availability of opportunities to gamble leads to an increase in both regular and problem gambling among individuals. As Griffiths and Delfabbro (2001) note:

"The more gambling industry infrastructure that is established (e.g., new venues), the larger the range of gambling products (e.g., through the application of new technologies), and the greater the industry's marketing efforts, the more likely people will be to gamble in the first place." (Griffiths and Delfabbro, 2001, p. 4.)

Similarly, Janower observes that:

" ... data [have] shown that after gambling is legalized, communities experience a 100-550 percent increase in the number of addicted gamblers. More people simply become addicted as more people are exposed; according to psychiatrists, this [occurred] because a substantial part of the population has a latent susceptibility to compulsive gambling and different individuals get hooked by different gambling opportunities." 

One area in which the availability of gambling services has increased is online. The fact that the presence of casinos is not limited to terra firma but instead increasingly take the form of online venues further complicates this problem. According to Informa Media group, online gambling revenues will increase 400% by 2006 ($15.5 billion) up from $3.81 in 2002 (eMarketer, 2002).   Datamonitor (2001) likewise forecasts that U.S. and European revenues from online gambling will increase from $6.7 billion in 2001 to $20.8 billion by 2005. This increase in cyberspace-based gambling opportunities leads one academic to opine:

"In many countries there appears to be a slow shift from gambling being taken out of gambling environments and into the home and the workplace (and in the case of Internet gambling it has gone from being site specific to being in cyberspace" (Griffiths, 2002, pp. 148-149).

The American Psychiatric Association has recognized the dangers of Internet gambling. On issuing an advisory, the American Psychiatric Association expressed concerns regarding the uncontrolled nature of gambling on the Internet and the attendant lack of regulation, combined with the solitary nature of Internet gambling make for a more hazardous gambling environment. This latter aspect (i.e., the solitary nature of gambling) is of concern as, for most problem gamblers, gambling is a solitary activity. Unfortunately, employee access to computers in the workplace may enable employees to surreptitiously engage in gambling activities in the privacy of their own workspace

6.  A University of Connecticut Health Center surveyed the gambling behaviors of 389 people seeking free or reduced-cost dental or health care at the university's health clinics
. Results show that nearly 11 percent were found to be problem gamblers and over 15 percent met the criteria for pathological gamblers. The most common forms of gambling reported by the participants were lottery (89%), slot machines (82%) and scratch tickets (79%). Next came card-playing forms of gambling (71%), sports betting (57%), bingo (56%) and animal betting (53%). Internet gambling was reported by just over eight percent or 31 of the participants and 14 of those people reported gambling on the internet at least weekly. 

Although internet gambling was the least common gambling activity of the study's participants, the study found that a majority of those with internet gambling experience had the most serious levels of gambling behaviors, known as Level 2 (problematic) and Level 3 (pathological) gambling. Only 22 percent of the participants without any internet gambling experience were Level 2 or 3 gamblers, compared with 74 percent of participants with internet gambling experience who were classified as Level 2 or 3 gamblers.   Internet gamblers were also more likely to be unmarried and younger than those who never used the internet for gambling. They also tended to have lower education and income levels than non-Internet gamblers, which is surprising, according to the researchers, since access to the internet is traditionally associated with people that have higher income and education levels. No significant gender differences were found between internet and non-internet gamblers.

"The availability of internet gambling may draw individuals who seek out isolated and anonymous contexts for their gambling behaviors," say the authors. "Accessibility and use of internet gambling opportunities are likely to increase with the explosive growth of the internet."

Our recommendation is that the precautionary principle should be applied to internet gambling.  The research mentioned above indicates the growth of internet gambling in Australia and overseas and the risks for harm that it represents.  In particular the contingency between children’s games and online gambling is disturbing as is the trend to online gambling at work.   

The primary issue is whether in each and every instance internet gambling is safe and has been regulated to minimise harm.  It is too late or more difficult to regulate after a practice has become well established in the community. The escalation of gaming  machine gambling in Australia clearly demonstrates this point which was also made in the debate over the initial moratorium on new Internet casinos in 2000.  The Minister stated in his second reading speech:

Because this industry is still in its infancy, it is practical for the Commonwealth to take action

now. In another year or two the industry may have grown to be too big and established for any

government to take action. This is exactly the situation our State and Territory colleagues have

found themselves in with poker machines.

5.2  The Social and Commercial Impact of Interactive Gambling Services

Social Impacts of Internet Gambling

The potential harm of internet gambling will increase in proportion to its accessibility.  The range of social impacts are potentially at least as broad as for gaming machine gambling.  Many of these impacts or costs have been considered in the 1999 Productivity Commission report into gambling and include:

· mental illness including depression and anxiety

· physical illness

· bankruptcy

· relationship breakdown

· abuse and neglect of children

· suicide

· criminal behaviour eg fraud

Because internet gambling is accessible via cyberspace rather than fixed sites if presents an even greater risk than gaming machines to minors.   Mark Griffiths and Richard Wood examined the effect of video games and the Internet on adolescents
.  They argue that technologically advanced forms of gambling may be highly appealing to adolescents and therefore constitute a high risk factor.  The authors also argue that:

· Online gambling is essentially a solitary asocial activity. Problem gamblers are far more likely to gamble alone rather than as part of a social event. 

· Gambling with e-cash lowers the psychological value of money. People spend far more with non-cash equivalents in both gambling environments (eg. chips, tokens, smart cards) and non-gambling environments (eg. credit cards, store cards). 

· It is very difficult for Internet gambling operators cannot easily screen out vulnerable groups from play eg inebriated people, adolescents, people with criminal record, adolescents, people with mental illness. 

· Unlike other forms of gambling, Internet gambling operators know exactly how long a gambler is at their site, what he or she gambles on, the size of each individual bet, and what other sites the gambler has visited. Such detailed customer tracking allows the potential for unscrupulous operators deliberately to target the large spenders who may very well be the problem gamblers. 

In addition makers of the three main game consoles are all planning to allow gamers to connect their devices to the Internet for online play
. Microsoft has made the biggest promises for Xbox Live, but Sony will actually get to the Internet first by releasing a network adapter that allows its PlayStation 2 game console to tap into a broadband or a dial-up Internet connection.   This technology is of great concern as it targets children and adolescents and potentially recruits them into online gambling or the online playing of poker machines and casino games.

The Australian Casino Association has listed some other social and ethical risks with unregulated online gambling:

· Fly by night operators who are only active for a short period of time and can take the money you deposit and shut up shop overnight

· Operators who will not payout winnings or put restrictions on issuing winnings that disadvantage players such as high minimum withdrawals

· Unlimited losses made possible by a lack of wagering or bet limits

· No rights in disputes over payouts or withdrawals because there is no third party arbitrator

· Fraudulent use of credit card details

· Sale of personal information on players

· Lack of protection against access by minors

· No support if you develop a gambling problem.
 Commercial Impacts

‘Australia wide, over the past 4 years there has been an 80% increase in gambling activity, and the corresponding change in employment? – a reduction of 8%.  Addictive’ activities like gambling have very low multipliers.  The direct multipliers and flow on economic benefits from gambling are miniscule and this view is explained by the Productivity Commission in it’s report. Gambling activities take money out of productive parts of the economy and are a net drain. Gambling proponents frequently justify the expansion of legal gambling by citing its

economic benefits, such as jobs and tax revenue but internet gambling does not have such tax advantages in producing employment.  Furthermore, offshore sites are unable to be taxed under Australian law.  Internet gambling has the potential to extend casino games and poker machines into every lounge room with the risk of harm that this would cause.  

Internet gambling should not be viewed as a economic industry nor a moral one.  
5.3  The Operation of the IGA and the Effect of Existing Exclusions

The GTF believes that the Commonwealth should continue the ban of internet gambling activity  should continue.  However we see no reason for the continuation of exclusions for other betting and gambling services.   

· a telephone betting service;

· excluded wagering services including betting on a horse race, harness race,

· greyhound race or sporting event, or any other event, series of events or contingency, where the bet is placed prior to the event commencing;

· excluded lottery services; which include most forms of lottery service, except for online instant and scratch lotteries;

· excluded gaming services that are provided to customers in a public place;

· services that have a designated broadcasting or datacasting link, including:

-a program or series of programs broadcast on a broadcasting service;

-programs or content transmitted on a datacasting service;

-certain contracts (including options and futures contracts) that are exempt from

-gaming or wagering laws under the Corporations Act 2001; and

-any service declared exempt by the Minister.

These services already have substantial license to operate and support form governments to do so. eg Queensland TAB.  Furthermore the increase in internet gambling in these services carries all of the social and economic costs outlined above.

The GTF believes the Act should be widened to include a prohibition on the use of overseas hosted internet gambling sites in Australia.  To do this it could:

· monitor sites through the Australian Federal Police and make prosecutions as for the use of child pornography material;

· make further regulations under Section 69A such that payment of money for the supply of an illegal interactive gambling service has no effect.  The Precautionary Principle of harm minimisation should be prioritized over any concern about ‘unintended regulatory effects.

5.4  Technological developments relevant to the regulation of interactive gambling

services or capable of assisting in the management of problem gambling

technological developments such as complete transaction records and the monitoring of overseas hosted internet gambling sites should be enabled to ensure the ban of internet gambling that we propose is enforced.

5.5  The feasibility of and capacity to regulate financial transactions associated with the

provision of interactive gambling services

The Government’s should regulate to ensure the payment of money for the supply of illegal interactive gambling has no effect.

The Government should make regulations under the provisions of section 69A to render agreements for the provision of illegal interactive gambling services to customers in Australia unenforceable after any debt has been incurred.

To enact such regulations the Government should require financial institutions to block credit card transactions related to illegal interactive gambling services.  This option was proposed by the GTF in its submission to the NOIE Inquiry in 2001.

The Government should employ the latest technological advances and routine monitoring through the Australia Federal Police to limit the avoidance of such regulations by establishment of player accounts with offshore financial institutions, the use of online payment providers, the potential for gambling merchants to use incorrect credit card transaction service codes and e-cash.  Although the regulatory options for monitoring internet transactions and banning of financial transactions to internet gambling sites is not foolproof, it does provides a sufficient framework for ethical, and enforceable legislation.
6.  Conclusion

This submission is based on sound arguments for a strong harm minimisation stance towards internet gambling regulation.  If the proposals here are put in place the potential of internet gambling sites becoming the new ‘pokies’, will be avoided.  
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