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6 SOCIAL AND ECONOMIC IMPACT OF THE GAMBLING INDUSTRY COMMITTEE

SUMMARY

One third of a million of us are problem gamblers. On average, one problem
gambler commits suicide every day.

The young are most at risk:
. 55,000 problem gamblers are aged 11-16;

] for girls aged 11-16, the rate of problem gambling is twice that of any
other female age group;

. for boys, the rate is three times the rate for adults;

. for all of them, gambling is illegal, yet such efforts as the industry
makes to prevent it are altogether unsuccessful.

The harm goes wider: for each problem gambler, six other people, a total of two
million, are harmed by the breakup of families, crime, loss of employment, loss
of homes and, ultimately, loss of life.

The gambling industry spends £1.5 billion a year on advertising, and 60% of
its profits come from the 5% who are already problem gamblers, or are at risk
of becoming so.

Addiction to alcohol or drugs is high profile and highly resourced. The
comparable harm caused by gambling addiction has not received the same
attention and is only now beginning to be recognised.

How did we get to this state? Until the Gambling Act 2005, public policy decreed
that while Parliament did not want to ban gambling, it would do nothing to
stimulate it. All that changed with the radical Budd Report of 2001 which laid
out a blueprint for the liberalisation of gambling, promoting consumer freedoms
to choose in a wider competitive gambling market. The Government accepted
this departure, and it was on this that the 2005 Act was based.

A second revolution, unforeseen by policy makers at the time, was the almost
universal adoption of the smart phone and other devices which enabled gambling
24/7—whenever and wherever the gambler wanted, totally unsupervised.

Gambling operators have made hay exploiting the laissez faire regime that has
existed hitherto, while successive governments and regulators have failed to keep
up with the revolution in the UK gambling sector. Our report demonstrates
the wholly reactive nature of regulation since gambling was liberalised. The
unscrupulous methods and ingenuity of some gambling operators makes for
shocking reading. Their tactics are to change their working methods just enough
to avoid more regulation being imposed on them from outside; and to date that
has worked well. This cannot continue.

We have made over fifty recommendations which, we believe, will begin
to address the misery that a gambling addiction can visit on individuals
and their families and friends.

At any age, affordability is key. A bet which to one person may be no more than
what they might spend on any other form of enjoyment, to another may be a
step towards becoming a problem gambler. The people most at risk are also the
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most profitable to the industry: the greater the problem, the bigger the profit.
We have heard appalling stories of the most vulnerable people being targeted
with inducements to continue gambling when the companies know they cannot
afford to. Sometimes this is through failure to carry out the most basic checks,
sometimes it is even deliberate. The industry has the resources to discover what
is affordable, and we place on them the duty of not accepting bets from those
who cannot afford them.

Some of this conduct would have been prevented if the full range of penalties had
been used by the Gambling Commission. Heavy fines can be imposed, orders
made to return bets which should not have been taken, ultimately an operator’s
licence can be removed. It is only recently, and as a reaction to criticism, that
the Commission has begun to make better use of its wide powers. We have
explained how more can and must be done.

We have considered whether all communications to customers with inducements
to gamble should be banned. We have concluded that they should only be
allowed to continue within strictly controlled limits. These include age limits,
particularly stringent affordability checks, and a positive agreement by the
customer to receive such communications.

New games are constantly being devised, often highly addictive, sometimes
with a particular appeal to children. There is currently no adequate system of
checking such games before they are put on the market. We recommend that
new games should not be allowed until they have been tested against a range of
factors to ensure that they do not score too highly on the harm indicator scale.

Throughout our inquiry individuals have been in touch with us to tell us how
impossible their position is when they are in dispute with operators: no or
inadequate response, failure to accept responsibility, dispute resolution which
resolves nothing. Only a transparent and independent ombudsman system can
resolve this.

However strict the controls, some gamblers will continue to fall through the net.
This is a health problem, where the NHS should be at the forefront. Research,
education and treatment are expensive, but can be and should be paid for out of
the industry’s profits. It is beyond belief that the Government have steadfastly
refused to exercise the powers they already have to impose a mandatory levy on
the industry. They must drag their feet no longer.

We do not overlook that for most people who gamble this is a source of
enjoyment that can foster social cohesion. We have been careful, in formulating
our recommendations, to make sure that they impact on the undoubted benefits
of gambling only to the extent necessary to make gambling safer for all.

Only in response to pressure from MPs, the public, pressure groups and the
media, is any action being taken to deal with the harm caused by problem
gambling. At last, all main political parties are promising action, notably in
their most recent election manifestos.

The time for that action by the Government is now.
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CHAPTER 1: INTRODUCTION

Half the adults in this country gamble at least once a month.! A third of a
million of them are problem gamblers. Although they are fewer than 1% of
the adult population, they contribute an astonishing 25% of the profits of the
gambling industry; and the 4% of adults who are at low or medium risk of
becoming problem gamblers contribute a further 35%.2 The rate of problem
gambling among 11-16 year old children is twice as high as for adults; for
boys alone it is three times as high.?

With the increase in online gambling, the problem can only get worse. In
2012, 14% of people took part in online gambling;* seven years later the
figure was 21%, half as many again.’ The choice of games is bewildering,
and the house edge generally higher. There is no limit on when or where
individuals can gamble, age is harder to verify and supervision is difficult.

The gambling companies have no incentive to drive customers to financial
ruin,® but they have every incentive to keep them gambling, even when
problems are looming. The greater the problem, the higher the profit.

For every problem gambler, six other people are adversely affected by
gambling-related harm: a total of some two million people.” This can lead
to the breakup of families, the loss of employment, loss of homes, crime,
financial ruin and, in the worst cases, suicide. There is also a cost to society:
lost tax receipts, benefit claims, welfare, and the cost to the NHS and the
criminal justice system.

The much publicised position of the gambling industry is that the great
majority of gamblers gamble within their means and spend no more on
gambling than they would on any other activity which gives them enjoyment.
It adds zest to their lives, and particularly to their enjoyment of sport. They
should be free to do so. Added to which, the industry stresses the benefits to
society, to employment, to tourism and to taxation.

These are two very different sides of the same coin, and neither can be looked
at in isolation. Our task has been to reconcile the two.

We hope that our recommendations will make gambling safer for all,
but no less enjoyable for those who do participate safely.

These are rounded figures. See paragraph 70 and Table 1 for more exact figures.

See paragraph 277. More exact figures, and an explanation of what we mean by “problem” gambler
and similar expressions, are given in Chapter 5 on Gambling-Related Harm, paragraphs 262-265.
See paragraphs 420-421.

Gambling Commission, Gambling participation: activities and mode of access (October 2014) p 2: https:/
www.gamblingcommission.gov.uk/PDF/survey-data/Survey-data-on-gambling-participation-year-
to-September-2014.pdf [accessed 17 June 2020]

Gambling Commission, Gambling participation in 2019: behaviour, awareness and attitudes, Annual
report (February 2020) p 10: https:/www.gamblingcommission.gov.uk/PDF/survey-data/Gambling-
participation-in-2019-behaviour-awareness-and-attitudes.pdf [accessed 18 June 2020]

Written evidence from beBettor Ltd (GAMO0021)

See paragraphs 278-285.



https://www.gamblingcommission.gov.uk/PDF/survey-data/Survey-data-on-gambling-participation-year-to-September-2014.pdf
https://www.gamblingcommission.gov.uk/PDF/survey-data/Survey-data-on-gambling-participation-year-to-September-2014.pdf
https://www.gamblingcommission.gov.uk/PDF/survey-data/Survey-data-on-gambling-participation-year-to-September-2014.pdf
https://www.gamblingcommission.gov.uk/PDF/survey-data/Gambling-participation-in-2019-behaviour-awareness-and-attitudes.pdf
https://www.gamblingcommission.gov.uk/PDF/survey-data/Gambling-participation-in-2019-behaviour-awareness-and-attitudes.pdf
https://committees.parliament.uk/writtenevidence/82/html/
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One inquiry, three committees

In December 2018 the Bishop of St Albans wrote to the Chair of the Liaison
Committee suggesting that a Special Inquiry Committee should be set up
to investigate these conflicting images of gambling. The Liaison Committee
agreed and recommended to the House that a Special Inquiry Committee
should be appointed to examine the social and economic impact of the
gambling industry.?

Special Inquiry Committees like ours are usually set up shortly after the
beginning of a Parliamentary session in May and are required to report
to the House shortly before the end of that session. On 13 June 2019° the
Committee was set up, with a requirement that it should report by 31 March
2020.1°

The Committee met for the first time on 18 June 2019 and adopted a work
programme which included taking evidence during more than 20 sessions
over 13 meetings, concluding on 10 December 2019. This would have
left three months for drafting, considering and agreeing our report before
the end of March 2020. Our programme was however disrupted by three
subsequent events. The prorogation on 10 September 2019 forced us to
cancel two evidence sessions. The subsequent ruling by the Supreme Court
that the prorogation was unlawful meant that the Committee had not after
all been dissolved and did not need to be reappointed. It was otherwise
with the prorogation on 6 October, which forced us to cancel two further
meetings involving four evidence sessions. This time the Committee was
indeed dissolved, and had to be reappointed on 22 October before it could
meet again. After meeting only twice, on 5 November the Committee was
yet again dissolved for the general election, and was not reappointed until 22
January 2020. The order reappointing us required us to report by 23 June
2020.

Although, technically, three different Committees have therefore been
involved, they have had the same membership,!! and our order of
appointment has allowed us to treat the evidence given to any of them as
evidence given to us. When in this report we refer to “the Committee” or
“this Committee”, unless the context otherwise requires, we are referring to
all three Committees collectively.

Our working methods

At our second meeting on 25 June 2019 we agreed a Call for Evidence!?
which was circulated widely. By 3 October we had received evidence from
89 persons and bodies. We have since received 39 items of supplementary
written evidence. On 3 July we held an informal seminar off the record at
which we heard the views of a number of experts. On 10 July we were given
a presentation of different types of online gambling.

10

11
12

Liaison Committee, New special inquiry committees 2019-20 (4th Report, Session 2017-19, HL
Paper 309), para 18

In 2019 this was not the beginning of the session; there had been no prorogation in May 2019 or in
May 2018.

The composition of the Committee is set out in Appendix 1, including two changes which were made
during the course of our inquiry. The Bishop of St Albans is a member of the Commiittee.

Apart from the changes listed in Appendix 1.

See Appendix 3.



https://publications.parliament.uk/pa/ld201719/ldselect/ldliaison/309/309.pdf
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13. We held our first three oral evidence sessions in July 2019. However, the
disruption to which we have referred meant that between 23 July 2019 and
28 January 2020 we were able to meet only four times, holding only seven
further evidence sessions. We tender once again our apologies to those
witnesses whose own plans, like ours, were disrupted, and whose evidence
sessions had to be postponed, often at short notice.

14. On 28 January 2020 we resumed our weekly meetings, taking our total to 20
evidence sessions with 56 witnesses. Additionally, we held a private meeting
with families of problem gamblers who had taken their own lives. A list of
those who gave us written and oral evidence is at Appendix 2, and their
evidence is on our website. To all those witnesses we are most grateful; our
assessment of all their views and evidence is the basis of this report.

15. Our final oral evidence session with Ministers, which was to have taken place
on 17 March 2020, unfortunately and understandably had to be cancelled,
but Ministers have instead sent written evidence giving us the Government’s
view on the questions we were to have put to them.!?

16. The delays in our work mean that most of our written evidence, which was
submitted in September 2019, is now nine months old. Fortunately, we have
been able to update it with oral evidence and supplementary written evidence.
But the problems caused by Covid-19 are of a different order. Until the day
before this report was agreed all betting shops, casinos and sports venues
were still closed, and offline gambling had virtually come to a standstill.
Some of the evidence gives data on trends in gambling, problem gambling,
income and expenditure, comparisons of offline and online gambling, and
much else. Normally one would be able to extrapolate from these to see
what the future might hold. Plainly this will not be possible for this year,
and perhaps for some time thereafter. We do not believe this will affect our
conclusions and recommendations. The changes we propose will be needed
whatever the future may hold.

Other contemporaneous work

17. 'This is a topic that has been very much in the forefront of the news during
our inquiry. Our work has been undertaken over 13 months, and in that
time there have been attempts to change the law, and changes in policy and
practice, some initiated by the Gambling Commission, some by the industry
itself, and some by pressure groups—but none by the Government.

18. Other bodies have been concerned with these issues and three of them,
though not Parliamentary Committees, have had parliamentary connections.
There are two All Party Parliamentary Groups (APPGs). The oldest is the
All Party Betting and Gaming Group, whose remit is “to act as a forum for
the discussion of issues concerning betting and gaming in the UK”.!* Its
Chair is Philip Davies MP. Our Chair met Mr Davies informally on 23 July
20109.

19. A second APPG, initially formed to consider the question of Fixed Odds
Betting Terminals (FOBTs), was re-formed in January 2019 as the APPG
on Gambling Related Harm to consider wider issues. Its remit is now “to

13 Supplementary written evidence from HM Government (GAMO0135)
14 Lord Mancroft, Lord Smith of Hindhead and Lord Trevethin and Oaksey, members of this Committee,
are members of this Group.


https://committees.parliament.uk/writtenevidence/2990/html/
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address the issues associated with Gambling Related Harm”.'> It is chaired
by Carolyn Harris MP. Our Chair met her informally on 9 July 2019, and
she came with Ronnie Cowan MP and Sir Iain Duncan Smith MP to talk
informally to the Committee on 3 March 2020. Over the last year the
APPG has carried out a wide ranging inquiry into Online Gambling Harm,
publishing an interim report in November 2019'° and a final report on 16
June 2020."

Lastly, shortly after our Committee was established five major gambling
companies invited Lord Chadlington!® to establish an independent
Committee to make recommendations on the administration of funds
donated by those companies. Lord Chadlington’s Committee reported in
December 2019. We consider their report, together with the whole of this
question, in Chapter 8.

The devolved administrations

The Gambling Act 2005 applies to England and Wales. It also applies to
Scotland,’ but with some differences: for example, some of the powers to
make secondary legislation in relation to Scotland are given to Scottish
Ministers. The Gambling Commission has no power to prosecute offences in
Scotland; that power rests solely with the Crown Office and Procurator Fiscal
Service, to whom the Commission can refer the results of an investigation.

The Act?® does not however apply to Northern Ireland, where gambling is
still governed by the Betting, Gaming, Lotteries and Amusements (Northern
Ireland) Order 1985,%! itself based on the Betting, Gaming and Lotteries Act
1963, the Gaming Act 1968 and the Lotteries and Amusements Act 1976,
nearly all of which the 2005 Act repealed and replaced for the rest of the
United Kingdom.?? The law in Northern Ireland is therefore much more
restrictive than in the rest of the United Kingdom; casinos are not permitted,
and poker, bingo and other games cannot be organised commercially in
licensed premises. Betting shops and commercial bingo clubs do not open
on Sundays, a sensitive issue in the Province. On the other hand, online
gambling is almost unrestricted, since the 1985 Order contains no provisions
governing it.

In 2011 the Northern Ireland Department for Communities initiated a
review “to investigate the key elements of Northern Ireland’s gambling policy,
practice and law, and identify areas where reform is necessary if gambling is

15

16

17

18

19

20

21
22

Lord Foster of Bath and the Bishop of St Albans, both members of this Committee, are members of
this Group.

All Party Parliamentary Group on Gambling Related Harm, Online Gambling Harm Inquiry: Interim
Report (November 2019): http://grh-appg.com/wp-content/uploads/2019/11/Interim-APPG-Report-
November-final-1.pdf [accessed 17 June 2020]

All Party Parliamentary Group on Gambling Related Harm, Online Gambling Harm Inquiry: Final
Report (June 2020): http://www.grh-appg.com/wp-content/uploads/2020/06/Online-report-Final-
Junel6-2020.pdf [accessed 17 June 2020]

A member of the APPG on Betting and Gaming.

The SNP would however like to see greater devolution of gambling regulation to the Scottish
Parliament: see the extract from the SNP manifesto in Appendix 4.

Hereafter, unless the context otherwise requires a reference to “the Act” or “the 2005 Act” is a
reference to the Gambling Act 2005.

The Betting, Gaming, Lotteries and Amusements (Northern Ireland) Order 1985 (SI 1985/1204)
The Betting, Gaming and Lotteries Act 1963, sections 24-31, dealing with the Horserace Betting
Levy Board and the Totalisator Board, remain in force. The Gambling Commission’s jurisdiction also
extends to Northern Ireland under the Gambling (Licensing and Advertising) Act 2014, section 5 in
respect of the offence of advertising unlicensed remote gambling: Northern Ireland.



http://grh-appg.com/wp-content/uploads/2019/11/Interim-APPG-Report-November-final-1.pdf
http://grh-appg.com/wp-content/uploads/2019/11/Interim-APPG-Report-November-final-1.pdf
http://www.grh-appg.com/wp-content/uploads/2020/06/Online-report-Final-June16-2020.pdf
http://www.grh-appg.com/wp-content/uploads/2020/06/Online-report-Final-June16-2020.pdf
https://www.legislation.gov.uk/nisi/1985/1204/introduction
http://www.legislation.gov.uk/ukpga/1963/2/section/24
http://www.legislation.gov.uk/ukpga/2014/17/section/5/enacted
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to remain a safe social activity.” On 6 March 2011 the Department issued
a consultation paper.?> The Northern Ireland Executive announced in
February 2013 that it intended “to update the Province’s outdated gambling
laws to align them more with those that operate throughout the rest of
the UK.” Nothing however happened until 16 December 2019 when the
Department for Communities issued a fresh consultation on gambling law
in Northern Ireland.?* That consultation closed on 21 February 2020. The
results are still awaited. Our recommendations do not therefore extend to
Northern Ireland. We hope that those involved in formulating new laws
regulating gambling in the Province will nevertheless find our views useful.

A word on terminology

When on 8 October 2019 we took oral evidence from four witnesses who
had been seriously harmed by their gambling, we began by asking them
about their preferred terminology. They were not unanimous, but most
preferred the term “disordered gambling” to “problem gambling”, since this
indicated a gambling disorder or gambling addiction, with a link to mental
health.?®> We very much sympathise with the view that it is not gamblers or
their gambling which are the problem; on this view the problems are the
activities of the industry. Nevertheless we have decided in this report to refer
to “problem gambling” and “problem gamblers”. These expressions do not
fully recognise the mental health issues, but they are consistently used in
official publications and academic research,?® and are commonly used in the
press and elsewhere. We think they are the expressions which will be best
understood by most readers of this report.

23

24

25
26

Northern Ireland Department for Communities, ‘Future regulation of gambling in Northern Ireland’:
https://www.communities-ni.gov.uk/consultations/future-regulation-gambling-northern-ireland
[accessed 29 April 2020]

Northern Ireland Department for Communities, ‘Consultation launched on regulation of gambling
in Northern Ireland’ https://www.northernireland.gov.uk/node/41736 [accessed 29 April 2020] and
Northern Ireland Department for Communities, Regulation of Gambling in Northern Ireland Consultation
Document (December 2019): https://www.communities-ni.gov.uk/sites/default/files/consultations/
communities/dfc-consultation-regulation-gambling.pdf [accessed 29 April 2020]

Q 50 (Owen Baily, Alex Macey, Tony Parente and Michelle Singlehurst)

They are the expressions consistently used by the Gambling Commission (including in the Gambling
Commission, Licence Conditions and Codes of Practice (April 2020): https://www.gamblingcommission.
gov.uk/PDF/LLCCP/Licence-conditions-and-codes-of-practice.pdf, [accessed 29 April 2020], and in
the Gambling Commission, Gambling-related harm as a public health issue: Briefing paper for Local
Authorities and local Public Health providers (February 2018): https://www.gamblingcommission.gov.uk/
PDF/Gambling-related-harm-as-a-public-health-issue.pdf [accessed 29 April 2020]); and also used
in, inter alia, the Department for Culture, Media and Sport, Gambling Review Report, Cm 5206, July
2001: http://www.nationalcasinoforum.co.uk/wp-content/uploads/2013/11/Gambling-Review-Budd-
Report.pdf [accessed 4 May 2020]; the Joint Committee on the Draft Gambling Bill, Draft Gambling
Bill (Report of Session 2003-04, HC 139-1, HL. Paper 63-1); Culture, Media and Sport Committee,
The Gambling Act 2005: A bet worth taking? (First Report, Session 2012-13, HC 421); and more
recently in the All-Party Parliamentary Group on Gambling Related Harm, Online Gambling Harm
Inquiry: Interim Report (November 2019): http://grh-appg.com/wp-content/uploads/2019/11/Interim-
APPG-Report-November-final-1.pdf [accessed 29 April 2020]; Lord Chadlington’s Committee,
Action Against Gambling Harms (December 2019); Northern Ireland Department for Communities,
Regulation of Gambling in Northern Ireland Consultation Document (16 December 2019): https:/www.
communities-ni.gov.uk/sites/default/files/consultations/communities/dfc-consultation-regulation-
gambling.pdf [accessed 18 May 2020]; and the National Audit Office, Gambling regulation: problem
gambling and protecting vulnerable people (26 February 2020): https://www.nao.org.uk/wp-content/
uploads/2020/02/Gambling-regulation-problem-gambling-and-protecting-vulnerable-people.pdf
[accessed 18 May 2020].
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https://publications.parliament.uk/pa/jt200304/jtselect/jtgamb/63/63.pdf
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https://publications.parliament.uk/pa/cm201213/cmselect/cmcumeds/421/421.pdf
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http://grh-appg.com/wp-content/uploads/2019/11/Interim-APPG-Report-November-final-1.pdf
https://www.communities-ni.gov.uk/sites/default/files/consultations/communities/dfc-consultation-regulation-gambling.pdf
https://www.communities-ni.gov.uk/sites/default/files/consultations/communities/dfc-consultation-regulation-gambling.pdf
https://www.communities-ni.gov.uk/sites/default/files/consultations/communities/dfc-consultation-regulation-gambling.pdf
https://www.nao.org.uk/wp-content/uploads/2020/02/Gambling-regulation-problem-gambling-and-protecting-vulnerable-people.pdf
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Implementation of this report

The Conservative Party manifesto for the 2019 general election promised a
review of the Gambling Act. In their final evidence to us Ministers said:

“We also committed in our manifesto to review the Gambling Act
2005 to make sure it is fit for the digital age. Further details will be
announced in due course but this committee’s report will undoubtedly
be an important point of reference in that process.”

Later they said: “We particularly look forward to the findings from this
committee.”?” The Labour, Liberal Democrat and Scottish National Party
manifestos also made pledges to reform the law on gambling.?®

All three main UK political parties, and the Scottish National
Party, pledged in their election manifestos to reform the law on
gambling. Although they frame their proposed policies differently,
it is clear that all four parties believe that major changes to the law
on gambling are needed. We hope that the Government, in making
good on its manifesto undertaking, will urgently give effect to our
recommendations, and that they will receive all-party support.

A few of our recommendations can be implemented only by primary
legislation, but most need only secondary legislation, or changes in
the Gambling Commission’s licence conditions and codes of practice,
or in the way it exercises the powers it already has. There is no need
for these to wait until an opportunity for primary legislation arises.

The Labour manifesto promised a new Gambling Act, and a number of
our witnesses have called for a new Act, though without specifying what
the new Act should say, or how it would differ from the existing Act. The
2005 Act is a major piece of legislation with 362 sections and 18 Schedules.
We take the view that only a complete reversal of the policy behind the
Act would necessitate its repeal and replacement. This is not something
we have recommended. We believe that where the major changes which
we have recommended involve primary legislation, they can be effected by
amendment of the Act or, in a few cases, of other primary legislation.

27 Supplementary written evidence from HM Government (GAMO0135)
28 We set out the relevant passages in Appendix 4.
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Gambling—the statutory definition
Betting and gaming

There has been confusion in some of the evidence we have received about the
definitions of the different types of gambling—Dbetting, gaming and lotteries.
Under the Gambling Act 2005%°, betting is defined as making or accepting
a bet on:

. The outcome of a race, competition or other event or process;
. The likelihood of anything occurring or not occurring; or
. Whether anything is or is not true.

Gaming is defined as “playing a game of chance for a prize.”?° A “game of
chance” includes:

. A game that involves both an element of chance and an element of skill;

. A game that involves an element of chance that can be eliminated by
superlative skill; and

° A game that is presented as involving an element of chance, but
. Does not include a sport.

Many of the documents submitted to the Committee in written evidence,
and many witnesses in oral evidence, follow the increasingly common
practice of using the term “gaming” to describe playing electronic games
either on a console or online on a laptop or mobile phone. This can create
some confusion, as “gaming” in its statutory sense is governed by the Act
and regulated by the Gambling Commission, while video and online games
currently are not. In this report we use the word “gaming” in its statutory
sense and refer to video gaming and social gaming as such.

Lotteries

At its simplest, a lottery is a type of gambling that has three essential elements:
. Payment is required to participate;

. One or more prizes are awarded; and

° Those prizes are awarded by chance.

Lotteries can only be run for the benefit of good causes, and there are two
main types of lottery—the National Lottery and society lotteries. Both are
described in more detail in Chapter 9.

Gambling Commission

The Gambling Commission was established under the Gambling Act 2005
and assumed full powers in 2007, taking over responsibility from the Gaming

29 Gambling Act 2005, section 9
30 Gambling Act 2005, section 6

31

Gambling Act 2005, section 20


http://www.legislation.gov.uk/ukpga/2005/19/section/9
http://www.legislation.gov.uk/ukpga/2005/19/section/6
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Board of Great Britain for regulating commercial gambling in Great Britain,
in partnership with licensing authorities. It licences operators and individuals
in Britain that provide arcades, gaming machines, betting, lotteries, bingo,
remote gambling (both online and over the phone), casinos and gambling
software, as well as awarding the licence to run the National Lottery.

The Commission is an independent, non-departmental public body
sponsored by the Department for Digital, Culture, Media and Sport
(DCMDS). It is funded by fees set by DCMS and paid by the organisations
and individuals it licenses. We examine the Gambling Commission in more
detail in Chapter 4.

Legislative background

Prior to the Gambling Act 2005, which came fully into force on 1 September
2007, gambling in England, Wales and Scotland was regulated by the Betting
and Gaming Act 1960, which was repealed and replaced by the Betting,
Gaming and Lotteries Act 1963, the major consolidating statute governing
all forms of gambling. As we describe below, major changes to the law on
gaming were made by the Gaming Act 1968, and to the law on lotteries by
the Lotteries and Amusements Act 1976,%? until the creation of a separate
legislative framework for the establishment and regulation of the National
Lottery in 1993. The 1963, 1968 and 1976 Acts were largely repealed when
the Gambling Act 2005 came into force.*

Before 1960, legislation did not try to interfere with private gambling
between individuals but attempted to place strict controls on gambling for
commercial gain. However, the aim of the Betting and Gaming Act 1960
was to liberalise the law on gaming to allow those who wanted to game to do
so, whilst at the same time continuing to prohibit commercial exploitation.
To achieve this aim the Act imposed three conditions:

. No charges were to be made for gaming;
° No levies were to be taken from the stakes and;

. If the games were not of equal chance, then the chances were to be
equalised by the method of play (for example, by rotating the bank
between players).

Despite these restrictions, commercial gaming was able to obtain a foothold
because of what was thought to be a minor concession which allowed clubs
to impose a charge to recover the costs of the gaming facilities they provided.
There was no requirement that the amount charged should be limited to
the real cost of providing such facilities. Nor was the concession limited to
genuine members’ clubs and as a result a great number of commercially
operated clubs emerged.

By the mid-1960s, there were approximately 1,000 casinos operating in the
UK, some unscrupulous operators were taking advantage of customers, and
criminal involvement was rife. The Gaming Act 1968 was passed to restore
order. The Act recognised that commercial gaming could not be suppressed

32

33

This was a consolidating Act, consolidating the lotteries provisions of the 1963 Act with the Lotteries
Act 1975, which was repealed on its entry into force.

The provisions remaining in force are those relating to contributions for the benefit of horseracing by
bookmakers and the Totalisator Board.
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and sought to bring it under strict controls. The Home Office’s “Introduction
to the Gaming Act” stated:

“The main purpose of the Act is to curb all forms of gaming which
are liable to be commercially exploited and abused. It recognises that
commercial gaming cannot now be suppressed, but seeks to bring it
under strict controls. The principle on which it proceeds is that no one
can claim a right to provide commercial gaming: it is a privilege to be
conceded subject to the most searching scrutiny, and only in response
to public demand.

The controls have as their common object to purge this activity of
its criminal elements, to cut out excessive profits, and to ensure that
gaming is honestly conducted in decent surroundings. Beyond that
the intention underlying the Act is to reduce drastically the number of
commercial clubs providing games other than bingo; to restrict bingo
to a neighbourly form of gaming for modest prizes; and to check the
proliferation of gaming machines and machines used for amusement
with prizes.”*

Budd Report

In 2000, the Home Office commissioned a review of gambling, and following
changes in departmental responsibilities after the 2001 general election, it
was submitted to the Department of Culture, Media and Sport. The review
was commissioned to try to understand the “rather more complex world of
gambling”? that had emerged since the Government’s last review in 1978.

The Gambling Review Body was chaired by Sir Alan Budd GBE, a prominent
British economist whose career included being Chief Economic Adviser to
the Treasury, a founding member of the Bank of England’s Monetary Policy
Committee, and head of the Government Office for Budget Responsibility.
When he gave oral evidence to us on 3 September 2019, he emphasised that
the Review Body “produced a report in 2001 and in 2005 the Gambling
Act was passed. The Gambling Act reflected a very high proportion of our
proposals, but it did not include them all.””3°

In 2001, the Gambling Review Body’s Report (known as the Budd report)
made recommendations to liberalise the regulation of gambling. The report
recommended that the demand test for betting shops, bingo halls and casinos
should be abolished. The demand test was introduced in the Gaming Act
1968, and stated that:

“ (1) The licensing authority may refuse to grant a licence under this Act
if it is not shown to their satisfaction that, in the area of the authority,
a substantial demand already exists on the part of prospective players
for gaming facilities of the kind proposed to be provided on the relevant
premises.

(2) Where it is shown to the satisfaction of the licensing authority that
such a demand already exists, the licensing authority may refuse to grant
a licence if it is not shown to their satisfaction-

34 Home Office, Introduction to the Gaming Act (1968)
35 Gambling Review Report, p 1
36 Q37 (Sir Alan Budd GBE)
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(a) that no gaming facilities of the kind in question are available in that
area or in any locality outside that area which is reasonably accessible
to the prospective players in question, or

(b) where such facilities are available, that they are insufficient to
meet the demand.”*’

The Budd report also recommended that the membership and 24-hour rules
for casinos and bingo halls should be abolished. At the time, all those who
wished to gamble at a casino or bingo hall were required to be members, and
there was a 24-hour delay between becoming a member and being able to
gamble.

It was suggested that casinos should be permitted to provide:

. A wider range of gambling activities, such as betting and bingo;
. Slot machines with unlimited stakes and prizes; and

. Live entertainment.

The report also recommended that bingo halls should be permitted to offer
unlimited prizes, rollovers and unlimited linked games, and betting shops
should be permitted to have jackpot machines. It was also suggested that
credit cards should be approved for gambling purchases with the exception
of direct use in gaming machines.

The report explained that the aims of the recommendations were to ensure
that:

o Permitted forms of gambling are crime-free, conducted in accordance
with regulation, and honest;

. Players will know what to expect, are confident they will get it and are
not exploited; and

. There is protection for children and vulnerable persons.>8

The report also suggested that gambling regulation should be simplified,
by incorporating all regulation relating to gambling into a single Act of
Parliament, establishing a single regulator for all gambling activities, and
making that regulator responsible for the licensing of individuals and
companies.

There has been much retrospective discussion of the approach taken in the
Budd report, with some, such as Dan Waugh, partner at Regulus, >, suggesting
that the report’s primary focus was the consumer. Mr Waugh gave oral
evidence to us on 3 September, questioning whether the recommendations
in the report “could be considered to be truly radical.”*°

Mr Waugh suggests that the report was interested in how gambling legislation
could promote the greatest benefits to consumers while also providing

37
38
39

40

Gaming Act 1968, schedule 2, paragraph 18

Gambling Review Report, p 10

Dan Waugh, ‘Budd Revisited—Gambling in Great Britain 15 Years On’y, UNLV Gaming Research
&  Review Journal, vol. 20(2), (2016): https://digitalscholarship.unlv.edu/cgi/viewcontent.
cgirarticle=1356&context=grrj [accessed 18 May 2020]

Q 37 (Dan Waugh)
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protection against harms to individuals and society. The authors of the
report stated that finding this balance was their ‘central dilemma’:

“The most difficult general issue that we have had to solve concerns the
familiar dilemma between the desire to permit free choice and the fear
that such choice may lead to harm either to the individual or to society
more widely” ...

“Our proposals generally move in the direction of allowing greater
freedom for the individual to gamble in ways, times and in places than
is permitted under current legislation. This move to greater freedoms is
balanced by rather tighter controls on the freedom of young people to
gamble and by some tighter controls over those who provide gambling
circumstances.”*!

The Budd report concluded that the correct balance between restrictions
on consumer freedom and the potential for harm suggested setting aside the
principle that facilities offered should only respond to unstimulated demand.

The report recommended that online gaming should be permitted but
also that “only online gambling sites that are licensed by the Gambling
Commission should be permitted to advertise in Great Britain.”*? While
the Government accepted the Budd report’s recommendation that online
gambling be made explicitly legal, it did not become a requirement for
remote operators to hold a licence from the Gambling Commission until
November 2014.%3

Children

The Review Body was persuaded by the weight of evidence that children
and young people are especially vulnerable to the risks of becoming problem
gamblers. As a result, it decided to make various recommendations that
it believed would reduce children’s opportunities to gamble. The report
highlighted two specific areas of gambling regulation: the ability for children
legally to play (low stake, low prize) gaming machines in amusement (SO
called penny) arcades; and the potential for online gambling to increase
gambling participation and problem gambling among children.

[19

It described the practice of permitting machine play by minors as “an
historical accident”** but stopped short of recommending a ban out of
consideration for the financial impact this would have on seaside arcades.
Nevertheless, several recommendations were included for constraining the
opportunities for children to gamble on machines, including:

. Removing machines from ‘ambient’ and lowly supervised premises
such as taxi offices and chip shops;

° Restricting machine gaming by under-18s to the lowest stake and prize
category (classified as Category D machines under the 2005 Act);

. Freezing the maximum stakes (10p per spin) and prizes (£5) for such
machines; and

41
42
43
44

Gambling Review Report, p 7

Gambling Review Report, p 5
Gambling (Licensing and Advertising) Act 2014
Gambling Review Report, p 4



http://www.nationalcasinoforum.co.uk/wp-content/uploads/2013/11/Gambling-Review-Budd-Report.pdf
http://www.nationalcasinoforum.co.uk/wp-content/uploads/2013/11/Gambling-Review-Budd-Report.pdf
http://www.nationalcasinoforum.co.uk/wp-content/uploads/2013/11/Gambling-Review-Budd-Report.pdf

20

55.

56.

57.

58.

59.

60.

SOCIAL AND ECONOMIC IMPACT OF THE GAMBLING INDUSTRY COMMITTEE

o Barring the use of non-cash prizes.

Each of these recommendations was implemented by the Gambling Act
2005.

Draft Gambling Bill and pre-legislative scrutiny

The Draft Gambling Bill was published in November 2003, and listed its
licensing objectives as:

. Preventing gambling from being a source of crime or disorder, being
associated with crime or disorder or being used to support crime,

o Ensuring that gambling is conducted in a fair and open way, and

° Protecting children and other vulnerable persons from being harmed
or exploited by gambling.*

The Draft Bill also made provision for the establishment of the Gambling
Commission, and stated that the Commission should permit gambling in
so far as is reasonably consistent with the pursuit of the licensing objectives.
The Draft Bill also gave the Secretary of State power to make regulations
requiring holders of an operating licence to pay an annual levy to the
Commission.

In April 2004, the Joint Committee on the Draft Gambling Bill published its
report. The Committee stated that:

“Although many of the changes we recommend are aimed at ensuring
that the Government proceeds more cautiously than was recommended
by the Budd review and as envisaged in the subsequent White Paper, A
Safe Bet for Success, we think that the overall framework of the draft
Bill is about right.”*°

The Committee emphasised that it was content that the objectives listed in
the Draft Bill were balanced and appropriate, and recommended that they
should be included unamended in the final version of the Bill.

The report also noted that the Committee expected the draft Bill to lead to an
increase in the prevalence of problem gambling: “Almost all of the evidence
we have received points to the fact that this legislation would increase the
number of people in the United Kingdom with a gambling problem.”*
However the Committee expected that some of its recommendations, if
implemented, would contribute to a reduction in the scale of any increase:

“We make several recommendations to reduce the potential impact of
the draft Bill, in particular we suggest that no casino should be permitted
unlimited numbers of gaming machines. We also comment on key areas
in which more research is necessary, including the continued use of low-
value gaming machines by children.”*8
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Department for Culture, Media and Sport, Draft Gambling Bill, Cm 6014, November 2003, p 1:
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment data/
file/272089/6014_i.pdf [accessed 16 June 2020]

Joint Committee on the Draft Gambling Bill, Draft Gambling Bill (Report of Session 2003-04,
HC 139-1, HL Paper 63-1)

Ibid.

Ibid.
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The Gambling Act 2005 was passed in April 2005, but did not fully enter
into force until 1 September 2007.

Post-legislative scrutiny

The House of Commons Culture, Media and Sport Committee*® published
its report on post-legislative scrutiny of the Gambling Act 2005°° in July
2012, when it had been in force for nearly five years. The report concluded
that:

“Gambling i1s now widely accepted in the UK as a legitimate
entertainment activity. While we recognise the need to be aware of
the harm caused by problem gambling, it seems to us that the rather
reluctantly permissive tone of gambling legislation over the last 50 years
is now an anomaly. Our general approach in this report has therefore
been to support liberalisation of rules and delegation of decisions to
those most knowledgeable about their likely impacts, local authorities,
while keeping national controls to the minimum commensurate with
protection of the vulnerable, in particular children.””!

Political shift

Prior to the Gambling Act 2005, gambling was seen as an activity that should
be tolerated, but not encouraged. This approach to gambling was discussed
in the Budd report:

“Much of the existing legislation in the UK reflects an attitude that
gambling is, at best, something to be grudgingly tolerated and contained,
rather than allowed to be encouraged. This attitude is based either on
the belief that gambling is bad in itself (the moral argument) or that it
can lead to serious harm (the danger argument). It is for this reason that
the concept of “unstimulated demand” (enshrined in the 1968 Betting
and Gaming Act) has such a central role.”>?

This attitude was clearly demonstrated in the demand test, which allowed a
licensing authority to refuse to grant a gambling licence unless it was shown
to its satisfaction that there was an existing substantial demand for gaming
facilities of the kind proposed to be provided on the premises. Where it was
shown to the satisfaction of the licensing authority that such a demand did
already exist, the licensing authority could still refuse to grant a licence
if it was not shown to its satisfaction that no gaming facilities of the kind
proposed were available or that they were insufficient to meet demand.

The Budd report explained some of the other restrictions on gambling,
that showed the Government’s willingness to tolerate gambling, but not
encourage it:

“The current state of regulation is based on the view that gambling
should be tolerated rather than encouraged. By “encouraged” we mean
that the general public should not be faced by unlimited opportunities to
gamble and by uncontrolled inducements to do so (e.g. by unregulated
advertising). Many forms of commercial gambling can only be conducted

49
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Now the Digital, Culture, Media and Sport Committee.

Culture, Media and Sport Committee, The Gambling Act 2005: A bet worth taking? (First Report,
Session 2012-13, HC 421)

The Gambling Act 2005: A bet worth taking?, p 5

Gambling Review Report, p 69
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on licensed premises and at limited hours. There may be limits on the
types of game, on the number of machines, on the size of stake and on
the possible winnings. A period of 24 hours may have to elapse before
one becomes entitled to play. The numbers and locations of gambling
outlets are restricted.””

The Gambling Act 2005 changed the underlying approach to gambling
from permitting it, but not encouraging it, to increasing the opportunities
for adults to gamble, and treating it as a leisure activity like any other. This
move to liberalise the legislative and regulatory approach to gambling can be
seen in various aspects of the Act, including:

° Abolishing the demand test for granting licences to open new gambling
premises, and placing a duty on the Gambling Commission to aim
to permit gambling “in so far as the Commission think it reasonably
consistent with pursuit of the licensing objectives”;

. Abolishing the requirement for casinos and bingo halls to operate as
members’ clubs, with a 24 hour delay between gaining membership
and being able to gamble. Following the Act, both casinos and bingo
halls became places to which the public could have unrestricted access;
and

o Allowing gambling operators to advertise across all media in Great
Britain.

In recent years, there has been increased criticism of the Gambling Act,
as well as the regulatory approach underpinning it. Many witnesses have
suggested that the Act is unable to regulate technological developments in
gambling. Gambling with Lives, a charity established by those bereaved by
gambling-related suicide, stated: “There is a clear need for a new Gambling
Act to bring legislation up to date with the rapid developments in technology
over the past 15 years.””* The Gordon Moody Association, which provides
intensive residential treatment for problem gamblers, expressed similar views
in its evidence, explaining: “When the 2005 Gambling Act was drafted, there
was no ability to gamble on mobile devices as there is today, and despite
the best intentions, the 2005 Act has proved unable to keep up or adapt to
evolving technology.”>’

Academics, charities, campaigners, politicians and sections of the media
have also called for the introduction of new gambling legislation. Some, such
as Professor Jim Orford®®, Emeritus Professor of Clinical and Community
Psychology at the University of Birmingham, have argued that the new
legislation should be based on an approach similar to that seen pre-2005,
where gambling is once again tolerated, but not encouraged, and is recognised
as a dangerous product. Professor Orford told us that “The 2005 Gambling
Act is turning out to be sufficiently flawed that a completely new Act, based
on a dangerous consumption/public health perspective, is now needed ... “*7
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Gambling prevalence

69. The Gambling Commission’s Gambling Participation i 2019: behaviour,
awareness and attitudes report’® gives a broad overview of gambling
participation in Great Britain.

70. Overall, 47% of respondents said that they had participated in at least one
form of gambling in the previous four weeks. A larger proportion of men
(51%) had participated in any form of gambling than women (43%), and this
pattern can be seen consistently over a number of years. The proportion of
men and women gambling fluctuates, but for both men and women there
was a two percentage point increase between 2015 and 20109.

Table 1: Past four-week participation in all forms of gambling
Males Females
Year to December 2015 49% 41%
Year to December 2016 53% 44%
Year to December 2017 48% 41%
Year to December 2018 51% 41%
Year to December 2019 51% 43%

Source: Gambling Commission, Gambling Participation in 2019: behaviour, awareness and attitudes, Annual
report (February 2020) p 8: https://www.gamblingcommission.gov.uk/PDF/survev-data/Gambling-participation-
n-2019-behaviour-awareness-and-attitudes.pdf [accessed 6 April 2020]
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The age groups most likely to have participated in gambling were those aged
45-54 or 35-44, with 53% of 45-54 year olds, and 50% of 35-44 year olds
having gambled in the past four weeks. Those in the youngest and oldest age
groups had the lowest gambling participation levels.

Participation in National Lottery draws is much higher than for any other
gambling activity. Of those who had gambled on one activity in the previous
four weeks, 31% had only gambled on National Lottery draws.

When National Lottery draw only respondents are excluded, the overall
participation rate falls from 47% to 32%. Since 2015, the proportion of
respondents gambling on any activity (other than National Lottery draws)
has increased by five percentage points. Males were more likely than females
to gamble (36% and 30% respectively), and those aged 16—34 were more
likely to gamble than other age groups.

Table 2: Past four-week gambling participation (excluding participation

in National Lottery draws)

Males Females
Year to December 2015 30% 25%
Year to December 2016 36% 30%
Year to December 2017 34% 29%
Year to December 2018 37% 28%
Year to December 2019 36% 30%

Source: Gambling Commission, Gambling Participation in 2019: behaviour, awareness and attitudes, Annual
report (February 2020) p 9: https://www.gamblingcommission.gov.uk/PDF/survev-data/Gambling-participation-
n-2019-behaviour-awareness-and-attitudes.pdf [accessed 6 April 2020]
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Overall, 21% of respondents have gambled online in the previous four weeks,
which is a three percentage point increase since 2018, and a six percentage
point increase since 2015. Online participation was higher among men (25%)
than women (17%). There has been a significant increase in those aged 16—
24 (17%, a five percentage point increase) and 35-44 (28%, a six percentage
point increase) gambling online.

Table 3: Past four-week online gambling participation (including online

National Lottery products)

Males Females
Year to December 2015 18% 11%
Year to December 2016 21% 13%
Year to December 2017 21% 15%
Year to December 2018 23% 15%
Year to December 2019 25% 17%

Source: Gambling Commission, Gambling Participation in 2019: behaviour, awareness and attitudes,
Annual report (February 2020) p 10: hitps://www. gamblingcommission.gov.uk/PDF/survev-data/Gambling-
participation-in-2019-behaviour-awareness-and-attitudes.pdf [accessed 6 April 2020]
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We discuss the prevalence of problem gambling (as opposed to all gambling)
in Chapter 5°°, and in Chapter 6°° we look at the prevalence of gambling,
including problem gambling, among children and young people.

Social and economic benefits of gambling
Social benefits

The gambling industry trade association, the Betting and Gaming Council®
(BGC), emphasised that research has found “not only higher levels of well-
being among recreational gamblers than non-gamblers, but also found
that well-being increased with gambling engagement”®? except in those
instances where problem gambling occurred. It also referred to research
which indicates that gambling can involve a range of additional benefits,
such as opportunities for social engagement and increases in mental acuity.
The BGC also quoted research by Professor David Forrest, Professor of
Economics at the University of Liverpool Management School, which states:

“interaction with others is widely regarded in the psychology literature
as important to a feeling of satisfaction with life. Much gambling takes
place in social settings. The bingo hall can provide its patrons with a
sense of camaraderie. Casino players appear to value social contact with
dealers and other players.”®
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Chapter 5, paragraphs 262-268

Chapter 6, paragraphs 414—-421

The Betting and Gaming Council, which has been operational since November 2019, is an industry
association for betting and gaming representing 90% of the UK betting and gaming industry.
Written evidence from the Betting and Gaming Council (GAMO0068)
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The Bingo Association’s evidence also emphasised the social value of bingo,
stating that:

“The Ipsos MORI research into problem gambling in bingo in 2016

. concludes that a visit to a bingo club is a crucial lifeline to those
whose ‘life circumstances limit their ability to participate in other
leisure pursuits’. 92% of bingo customers attend their club with friends
or family, and many make connections whilst at the bingo. It is therefore
a social support system, where the key motivation for attending is to
socialise and relieve isolation and boredom.”%*

The Rank Group emphasised the health benefits of bingo, particularly for
older players:

“Specifically for bingo, a recent University College, London (2019)
study (and reported in various news outlets, August 2019) points to the
social benefits of playing land-based bingo, with other people, to protect
against the development of dementia. The study into “cognitive reserve”
reveals a compelling contrast to the scourge of loneliness in society,
especially among older-age groups, and builds on the concept of social
engagement as a means of delaying (the symptoms of) dementia.”®’

As explained above, there is considerable academic research that shows the
social benefits of land-based bingo halls, but we also received evidence that
emphasised the social benefits of online bingo. Phil Cronin, Chief Executive
of Tombola, highlighted the importance of its online community:

“All of the games that are available on our sites involve chat communities,
where people can meet up and make friends. We have even had people
who have ended up getting married, having originally met on our
Tombola website.”®°

Simon Wykes, Transition Director of Gamesys Group, also explained the
importance of the online community for its business and customers:

“The other basis of the business has always been community. It has
always been about being with people who are like you and who feel
like you. ... we have had 13 weddings from our chat houses across our
business. In our Jackpotjoy brand, 49% of visits to the site do not involve
customers spending any money. They come to a place for free games
and get entertainment in that way. In 51% of visits, they spend some
money. Nearly 30% of our customers actively engage in chat, but a lot of
the others just like to observe what is going on in the chat and see what
people are saying.”*’
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Economic benefits
81. The Government’s evidence explained that the gambling industry employs
more than 106,000 people®®, and that last year it paid £3 billion to the
Exchequer in gambling duties. The Treasury’s evidence explained that this
£3 billion represents 0.4% of the annual tax take and gave a breakdown by
individual sectors of the gambling industry.
Table 4: Exchequer revenue from gambling duty by sector
Duty Sector 2018-19 Revenue
General Betting Duty Bookmakers £619 million
Pool Betting Duty Bookmakers £6 million
Lottery Duty National Lottery £853 million
operator
Gaming Duty Casinos (gaming tables) £222 million
Remote Gaming Duty Remote (online) casinos, £531 million
slots and bingo sites
Machine Games Duty Gaming machine £720 million
operators
Bingo Duty Bingo halls £33 million

Source: Written evidence from HM Treasury (GAMO0080)
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The Rank Group’s evidence gave an illuminating example of the tax
contribution made by gambling operators:

“At Rank, in the most recent financial year (2018/2019), we made a
Group Profit After Tax (PAT) of £29.1 million but paid £191.1 million
in tax. In short, we paid over six and half times more in tax than we
made in group profit after tax. Of this, £159.0 million was paid in UK
tax ... 7%

The financial contribution made by the gambling industry through taxes
must be taken into account when considering the costs incurred by the state
and society. We deal with this in full in Chapter 5.7

The BGC provided information about the employment benefits of the
gambling industry:

“Our members are a key part of the leisure and entertainment industry.
Our industry employs over 106,000 people” and contributes more
than £14 billion to the UK economy. Of the 106,000 people employed
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Written evidence from HM Government (GAMO0090) dated 6 September 2019, gave the figure of
106,000. However, the Gambling Commission’s latest statistics published in May 2020 show that in
September 2019 98,000 people were employed in the gambling industry : Gambling Commission,
Gambling Industry Statistics: April 2015 to March 2019 updated to include October 2018 to September 2019
(May 2020) p 9: https:/www.gamblingcommission.gov.uk/PDF/survey-data/Gambling-industry-
statistics.pdf [accessed 15 June 2020]

Written evidence from Rank Group Plc (GAMO0029)

Chapter 5, paragraph 280

Written evidence from The Betting and Gaming Council (GAMO0068) dated 6 September 2019, gave
the figure of 106,000. In its latest statistics, published in May 2020, the Gambling Commission gives
the figure as 98,000: Gambling Industry Statistics: April 2015 to March 2019 updated to include October
2018 to September 2019, p 9
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in our industry, 56% are women and 24% are aged under 24. Jobs in
our industry range from retail assistants in betting shops (each shop
employing on average six members of staff), skilled croupiers in casinos
to high tech jobs in online operators and suppliers. Our members also
support training and apprenticeships, which is growing in provision.””?

The British Horseracing Authority (BHA) emphasised the beneficial
relationship between the gambling industry and horseracing, which is most
evident in the Horserace Betting Levy. The Levy is charged at 10% of a
gambling operator’s gross profit on British horseracing. The money raised is
then distributed in line with three statutory purposes:

° The improvement of breeds of horses;

. The advancement or encouragement of veterinary science or education;
and

. The improvement of horseracing.
The BHA explained that:

“the majority of Levy expenditure is reinvested by the Horserace Betting
Levy Board (HBLB) for the improvement of horseracing, funding
prize money which acts as the lifeblood of the industry—supporting
participants, keeping more horses-in-training and improving the
popularity of the sport as a socially responsible betting product.””?

Camelot stated that since its launch the National Lottery has raised £40
billion for good causes. This represents “565,000 grants, 200 per postcode
right across the UK™” with 70% of grants being for £10,000 or less. Camelot
also highlighted the benefits to the Treasury and retailers:

“Some £17 billion has been raised in 25 years for the Treasury, and as
importantly, about £6.5 billion for retailers. We play a really pivotal role
in keeping our independent retailers open. We have 44,000 retailers. We
rely on them and they rely on us. We continue to pay about £300 million
a year in commission.””

We acknowledge that gambling of all types is a source of enjoyment, and that
some forms foster a strong sense of social cohesion among players. Gambling
makes an important contribution to employment and to the economy.
Throughout this inquiry we have borne this in mind, and in formulating our
recommendations we have sought to impact on the benefits of gambling only
to the extent that is required to achieve the objective of making gambling
safer for all.
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CHAPTER 3: THE GAMBLING INDUSTRY: STRUCTURE,
DEVELOPMENT AND CURRENT PICTURE
Gambling industry

89. The Gambling Commission publishes annual statistics’® on the gambling
industry, which show that in the year October 2018 to September 2019:

. The total gross gambling yield”” (GGY) of the Great Britain gambling
industry for all sectors was £14.26 billion; and

. The total GGY of the Great Britain gambling industry (excluding
lotteries) was £10.50 billion.

90. The remote betting, bingo and casino sectors have 38.6% of the gambling
market share in Great Britain, with a GGY of £5.51 billion (October 2018—
September 2019).

Size of the sector
91. The total GGY of £14.26 billion is broken down between the sectors as
follows (all figures are from October 2018 to September 2019):
Table 5: GGY by sector

Sector GGY

Arcades (non-remote) £0.46 billion
Betting (non-remote) £2.81 billion
Betting (remote) £2.12 billion
Bingo (non-remote) £0.67 billion
Bingo (remote) £0.20 billion
Casino (non-remote) £1.05 billion
Casino (remote) £3.19 billion
Lotteries (non-remote and remote) £0.54 billion
The National Lottery (non-remote and remote) £3.18 billion

Source: Gambling Commission, Industry statistics: April 2015 to March 2019 updated to include October 2018 to
September 2019 (May 2020) p 4: hitps://www.gamblingcommission. gov.uk/PDF/survey-data/Gambling-industry-

statistics.pdf [accessed 15 Fune 2020]

76  Gambling Industry Statistics: April 2015 to March 2019 updated to include October 2018 to September 2019
77 Gross Gambling Yield (GGY) is used to represent the income of a gambling operator, and is calculated

by looking at the money taken in bets or stakes minus the money paid out in prizes or winnings.
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Figure 1: GGY by Sector, October 2018 to September 2019
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Source: Gambling Commission, Gambling Industry Statistics: April 2015 to March 2019 updated to include
October 2018 to September 2019 (May 2020) p 5: https://www.gamblingcommission. gov.uk/PDF/survey-data/
Gambling-industry-statistics.pdf [accessed 15 Fune 2020]

Offline gambling

92. Land-based gambling has been a form of entertainment in Great Britain
for centuries, with on-course betting on horseracing becoming increasingly
popular since the 1700s. As explained in Chapter 278, bingo halls, betting
shops and casinos gained a foothold in Great Britain in the 1960s and are
now a common sight on high streets across the country. Despite enormous
changes in the ways in which people gamble, betting shops, casinos, and
bingo halls are often the most visible form of gambling, and still the first that
come to mind for many people.

93. Certain aspects of offline gambling are discussed in other chapters, such as
bingo halls in Chapter 27 which discusses the social benefits of gambling.
On-course betting at horseraces is discussed in Chapter 6° on children and
young people, and in Chapter 73! on advertising. In this section we discuss
other specific issues in relation to the provision of offline gambling services.

Gaming machines

94. Most gaming machines are of the reel-based type also known as fruit, slot
or jackpot machines. They are divided into categories according to the
maximum stake and prize available.

78 Chapter 2, paragraphs 39-40
79 Chapter 2, paragraphs 77-78
80 Chapter 6, paragraphs 474—476
81 Chapter 7, paragraphs 519-522
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Table 6: Gaming machine categories

Category of machine Maximum stake Maximum prize

A No category A No category A
machines are machines are currently
currently permitted | permitted

B1 L5 £10,000%2

B2 £2 £500

B3A £2 £500

B3 £2 £500

B4 £2 £400

C £1 £100

D-on-money prize 30p £8

D-non-money prize (crane £1 £50

grab machines only)

D-money prize 10p £5

D-combined money and non- | 10p £8 (of which no more

money prize than £5 may be a

money prize)

D-combined money and non- | 20p £20 (of which no more

money prize (coin pusher or than £10 may be a

penny falls machines only) money prize)

Source: Gambling Commission, Guidance to licensing authorities Sth edition (September 2015) Appendix B:
hitps:/fwww. gamblingcommission. gov.uk/for-licensing-authorities/GLA/Appendix-B-Summary-of-gaming-
machine-categories-and-entitlements.aspx [accessed 26 May 2020]

95. The total GGY for machine gaming was £2.47bn from October 2018—
September 2019, a decrease of 11.8% from April 2018 - March 2019. This
came from 185,203 gaming machines. In 2019 the largest number of machines
were found in arcades (75,564) and bingo premises (74,199). Betting shops
had 32,113 machines, but analysis of GGY up until March 2019 shows
that machines in betting shops consistently account for the highest share of
gaming machine GGY.

Figure 2: Machines GGY by sector location
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Source: Gambling Commission, ‘Industry Statistics’: hitps://www. gamblingcommission.gov.uk/Docs/Gambling-
industry-statistics. xlsx [accessed 4 June 2020]

82 With the option of a maximum £20,000 linked progressive jackpot on premises basis only.
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Triennial reviews

Prior to the Gambling Act 2005, the government undertook a triennial
review of the maximum stake and prize limits for gaming machines. The
review largely focused on whether stake and prize limits should be increased
in line with inflation. The last such review before the 2005 Act was in
2001. In October 2005, when the 2005 Act had been enacted but before the
regulation-making powers had been brought into force, Ministers used their
still extant powers under the Gaming Act 1968 to increase some of these stake
and prize limits.?*> In July 2007 Ministers used their powers under section
236 of the 2005 Act, which by then was in force, to make the Categories of
Gaming Machines Regulations 20078 which refined the definitions of the
categories of gaming machines and set fresh (and higher) maximum stakes
and prize limits from 1 September 2007, the date on which the Act came
fully into force. These limits were further revised for some categories (again
upward) in 2009% and 2011.%°

In January 2012 John Penrose MP, then Minister for Tourism and Heritage
at the DCMS, told the House of Commons Select Committee on Culture,
Media and Sport that the Government were “launching a triennial review of
stakes and prizes, which has been much called for”.8” A year later, in January
2013, the Government launched The Gambling Act 2005: Triennial Review of
Gaming Machine State and Prize Limits, which stated that the Government
had “decided to implement a more coherent approach to stake and prize
regulation based on the previous triennial review system.”®® It took advice
from the Gambling Commission, which in turn took advice from the
Responsible Gambling Strategy Board.?® In line with that advice, some
stakes and prizes were again increased.”®

The reintroduction of the triennial review was supported by the majority
of the consultation respondents, and the Government concluded that a
triennial review was still appropriate; however, it qualified this by saying that
“future reviews must be informed by evidence of impact, both socially and
economically, of the changes recommended as part of this review.”*!

In October 2016 the Government published a call for evidence for a broader
review of gaming machines and social responsibility. In its advice to the
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The Gaming Machines (Maximum Prizes) Regulations 2005 (SI 2005/2775), and The Gaming Act
1968 (Variation of Monetary Limits) Order (SI1 2005/2776)

The Categories of Gaming Machine Regulations 2007 (SI 2007/2158). For a full explanation of the
changes made in 2005 and 2007 see the Department for Culture, Media and Sport, Explanatory
Memorandum to the Categories of Gaming Machine Regulations 2007: http://www.legislation.gov.uk/
uksi/2007/2158/pdfs/uksiem_ 20072158 _en.pdf [accessed 25 May 2020]

The Categories of Gaming Machine (Amendment) Regulations 2009 (SI 2009/1502)

The Categories of Gaming Machines (Amendment) Regulations 2011 (SI1 2011/1711)

The Gambling Act 2005: A bet worth taking?, Q 766

Department for Culture, Media and Sport, Gambling Act 2005: Triennial Review of Gaming Machine
Stake and Prize Limats, Proposals for Changes to Maximum Stake and Prize Limits for Category B, C and D
Gaming Machines (15 January 2013) p 4: https://assets.publishing.service.gov.uk/government/uploads/
system/uploads/attachment_data/file/73077/Con_Doc_Triennial review.pdf [accessed 21 May 2020]
Now the Advisory Board for Safer Gambling.

The Categories of Gaming Machine (Amendment) Regulations 2014 (SI 2014/45)

Department for Culture, Media and Sport, Gambling Act 2005: Triennial Review of Gaming Machine
Stage and Prize Limits, Government Response to Consultation on Proposals for Changes to Maximum Stake
and Prize Limits for Category B, C and D Gaming Machines (October 2013) p 9: https://assets.publishing.
service.gov.uk/government/uploads/system/uploads/attachment_data/file/249311/Government

Response to_Consultation_on_Gaming Machine Stake and Prize Limits FINAL.docx.pdf
[accessed 21 May 2020]
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Gambling Commission for this review in January 2017, the Responsible
Gambling Strategy Board®? was clearly under the impression that this was
the next in the series of triennial reviews.”> This was not the case. The
consultation was not published until October 2017, with the Government’s
response then published in May 2018. The executive summary set out the
Government’s “focus on reducing gambling-related harm, protecting the
vulnerable and making sure that those experiencing problems are getting the
help they need.”®* For the first time, the review recommended a reduction in
some of the stakes.””

Online gambling was also considered within the review; however the
Government placed the onus upon the Gambling Commission and operators
to reduce the risk of harm occurring.’® We believe the Government needs
to go further to address the risk of harm posed by online gambling, and
the rapid development of new games and technology. Since this review
concluded in 2018, there has been no further indication of when the next
phase will take place.

We recommend that the Government should reinstate the triennial
reviews of maximum stake and prize limits, and they should be
extended to include both gaming machines and online gambling
products. Consultation for the next review should begin before the
end of this year, with conclusions drawn and action taken by the
middle of 2021.

Gambling venues

The total number of licensed gambling premises was 9,745 in September
2019, a 12% decrease from March 2018. Of these, 7,315 were betting
shops. This is the fifth consecutive year of decline in the number of betting
premises, with a fall of 14.5% in betting shops between March 2018 and
September 2019. It might be anticipated that the number of betting premises,
particularly betting shops, will continue to fall as the reduced stake limits on
FOBTs impact their revenue. The number of active casino premises is stable,
with 155 in September 2019.
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Now the Advisory Board for Safer Gambling.

Responsible Gambling Strategy Board, Advice in relation to the DCMS review of gaming machines and
social responsibility measures (31 January 2017): https://www.rgsb.org.uk/PDF/Advice-in-relation-to-
the-DCMS-review-of-gaming-machines-and-social-responsibility-measures.pdf [accessed 23 May
2020]

Department for Digital, Culture, Media and Sport, Government response to the consultation on
proposals for changes to Gaming Machines and Social Responsibility Measures (May 2018) p 5: https://
assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/707815/
Government_response_to_the consultation on proposals for changes to gaming machines and
social responsibility measures.pdf [accessed 21 May 2020]

The Gaming Machine (Miscellaneous Amendments and Revocation) Regulations 2018 (S12018/1402)
For a further discussion of the reduction of the maximum stake for category B2 machines from £100
to £2, see paragraphs 119-124.

Government response to the consultation on proposals for changes to Gaming Machines and Social Responsibility
Measures, p 7
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Table 7: Licensed Gambling Premises in GB, 2011-2019
Active Premises as at 30 September 20197
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2011 2012| 2013| 2014| 2015| 2016 2017 2018| 2019
Betting 9,067| 9,128| 9,100| 9,111| 8,995| 8,915| 8,800| 8,559| 7,315
Bingo 695 646| 680 710 674 654 635| 657| 642
Casino 149 146 144 147 148 152 150 152 155
Arcades 2,396| 2,542| 2,033| 2,031| 1,941| 1,894| 1,819 1,747| 1,633
Total 12,307|12,462|11,957|11,999 11,758 11,615 11,404 (11,115| 9,745
Year- 1%| -4% 0%| -2%| -1%| -2%| -3%|-12%
on -year
change

Source: Gambling Commission, Gambling Industry Statistics: April 2015 to March 2019 updated to include
October 2018 to September 2019 (May 2020): https://www.gamblingcommission.gov.uk/PDF/survey-dara/
Gambling-industry-statistics.pdf [accessed 15 Fune 2020]

Casinos

103. The Hippodrome Casino’s evidence emphasised that the rate of problem
gambling is lower among those who gamble at casinos, with a problem
gambling rate of 7.1% for table games in 2016, stating that “by comparison
with other forms of betting and gaming, casino gambling would appear to
be a middle-ranking activity in terms of problem gambling prevalence.”®’
While there are no harmless forms of gambling, we agree that casinos, and

particularly table games, are not the most harmful and that this is largely

due to the responsible way in which they are operated, and to the fact that

they are more easily regulated.

104. Simon Thomas, Chief Executive and Chairman of the Hippodrome Casino
London, explained some of the features of casinos that allow gambling to be

tightly controlled:

“They are purpose-built for gambling. They have the correct levels
of player protection and control; if you go to the Hippodrome, it says
“Casino” above the door in big letters. It is not a surprise. You go in
through manned door control and are checked to see whether you are
sober and old enough. We have no issues with underage gambling. You
then gamble across tables with trained and licensed employees, and even
on the electronic side like the slot machines, there are people monitoring

them at all times.”10°

105. He then described in more detail the process of monitoring customers:

“It is about keeping an eye on player behaviour. Every one of our slot
machines is linked to an electronic system. The operatives have an iPad
and can see the level of activity on any machine. If anybody has been on
a machine for excessive amounts of time, they will have an intervention.
If people have spent above a certain level, they will have an intervention.

97 The figures in Table 7 are for March in the given year, other than 2019 which is for September. This

means that any change from 2018 to 2019 is for 18 months.
98 Written evidence from The Hippodrome Casino (GAMO0070)
99 Ibid.
100 Q 89 (Simon Thomas)
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It might just be a friendly chat, perhaps with somebody they know,
perhaps with somebody they do not know ...

if somebody were to spend £1,500 on buy-in or win or lose, we would
need full photo ID under the anti-money laundering regulations. If
somebody is approaching that, we will have interventions beforehand,
just to let them know that they are approaching the limit. If somebody
has been on the machine for a certain amount of time—an hour or
two—we will be checking on them. 1%

. We were impressed with the mechanisms in place at the Hippodrome to
ensure that gambling is undertaken in a safe environment and that those
showing possible signs of problem gambling are monitored. We would like
to see best practice for monitoring customers and ensuring a safe gambling
environment at casinos undertaken throughout the sector. We also note that
the speed of play at land-based casinos is slower than on comparable online
games; this is another important element in ensuring that casinos are safer
environments for gambling.

The Hippodrome’s evidence suggested that “a number of changes are
required to gambling legislation in Great Britain.”’°? One of the changes that
the Hippodrome would like to see is an increase in the number of gaming
machines permitted in casinos. Their evidence set out the current situation
in which the majority of casinos (145 out of 152!°%) operating in Great Britain
are restricted to 20 gaming machines, “regardless of size or the volume of
customer visits.”!** These 145 casinos have preserved the entitlements of
their licences originally granted under the Gaming Act 1968. However,
there are seven casinos established under, and regulated by, the Gambling
Act 2005, which are entitled to offer a higher number of machines. Three
“small” casinos established under the 2005 Act are entitled to offer up to
80 machines, and four “large” casinos established under the 2005 Act are
entitled to offer up to 150 machines. Understandably, the Hippodrome
believes that all casinos in Great Britain should be regulated in the same
manner and allowed the same number of gaming machines.

The Hippodrome emphasised that the Government had planned to use the
opening of new casinos (with greater numbers of gaming machines) under
the Gambling Act 2005 “as a trial for the wider modernisation of casinos
regulations”!®>; and in July 2008 the then Parliamentary Under-Secretary for
Culture, Media and Sport, Gerry Sutcliffe MP, indicated that an assessment
was scheduled for 2014. So far, no such assessment has been undertaken.
We therefore remain in the strange position of having the number of gaming
machines in any given casino decided by the date on which it was opened,
and whether it is regulated by the preserved provisions of the 1968 Act or
the 2005 Act, rather than its size, number of customers or demand. We
are sympathetic to the call to increase the number of gaming machines
available in casinos, but believe that the Government must undertake its
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Ibid.

Written evidence from The Hippodrome Casino (GAMO0070)

Written evidence from The Hippodrome Casino (GAMO0070) dated 6 September 2019, states that
there are 152 casinos currently in operation. The Gambling Commission’s latest statistics on the
gambling industry states that as of September 2019, there are 155 casinos in operation: Gambling
Industry Statistics: April 2015 to March 2019 updated to include October 2018 to September 2019, p 8.
Written evidence from The Hippodrome Casino (GAMO0070)

Ibid.



https://committees.parliament.uk/writtenevidence/161/html/
https://committees.parliament.uk/writtenevidence/161/html/
https://www.gamblingcommission.gov.uk/PDF/survey-data/Gambling-industry-statistics.pdf
https://www.gamblingcommission.gov.uk/PDF/survey-data/Gambling-industry-statistics.pdf
https://committees.parliament.uk/writtenevidence/161/html/

109.

110.

111.

112.

CHAPTER 3: THE GAMBLING INDUSTRY: STRUCTURE AND DEVELOPMENT 35

assessment of casinos regulations before making any changes. We believe
that the Government should undertake the assessment of casino regulations
which should have been undertaken in 2014, and ensure that all casinos are
regulated consistently.

The Government should forthwith undertake the assessment of casino
regulations which it promised would take place in 2014, and apply the
same regulations to all casinos, regardless of when they opened.

Clustering of betting shops

As we have explained,!°® the liberalisation of the regulation of gambling has
led to an increased presence of gambling services on the high street. This
followed the recommendations of the Budd report:

“As with casinos and bingo halls, we think that demand is best assessed
by potential operators on commercial grounds alone. The evidence we
have received suggests that the demand test is currently employed by
bookmakers to drive away competition. This restricts new trade and is
not good for the punter. We recommend that the demand test should be
abolished for betting shops.”!%’

The demand test for betting shops, bingo halls and casinos was therefore
replaced by a duty for the Gambling Commission to “aim ... to permit
gambling in so far as the Commission think it reasonably consistent with
pursuit of the licensing objectives.”!%® Section 153(2) of the Act imposes a
similar duty on local authorities: “In determining whether to grant a premises
licence a licensing authority may not have regard to the expected demand for
the facilities which it is proposed to provide.”!%°

Allowing operators to decide “on commercial grounds alone” where to locate
new betting shops has resulted in betting shops being disproportionately
located in places where people can least afford to gamble: what is referred to
as “clustering” or “bunching”. The Estates Gazette’s evidence showed that
“more than half of the nation’s 6,000 bookies are in the UK’s most deprived
areas”'%; and that 56% of all the big four’s betting shops are located in the
top 30% most deprived areas in England.!" 78% of the stores of Paddy Power
are located in the top 40% most deprived areas.!'? An article published in
the Estates Gazette at the same time included the chart below showing that
over 20% of betting shops are located in the top 10% most deprived areas,
with only 2% in the 10% least deprived areas; in between there is a direct
correlation.'”?
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Chapter 2, paragraph 66

Gambling Review Report, para 20.13. This however is not entirely consistent with their recommendation
in paragraph 21.13, to which we refer below in paragraph 259.

Gambling Act 2005, section 22

There is no similar provision in the Licensing Act 2003 in relation to the licensing of premises for the
sale of alcohol. The Gambling Act 2005, section 166 exempts casino licensing from this provision.
Written evidence from Estates Gazette (GAMO0005)

Ibid.

Ibid.

James Child, ‘All bets are off on the UK’s poorest high streets’, Estates Gazette (10 July 2019): https:/
www.egi.co.uk/news/more-than-half-of-top-four-bookies-are-in-the-uks-most-deprived-areas/
[accessed 23 April 2020]
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Figure 3: Percentage of bookmakers located by geographical decile, as
defined by the MHCLG?’s index of multiple deprivation
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Source: Fames Child, ‘All bets are off on the UK’s poorest high streets’, Estates Gazette (10 Fuly 2019): hitps://
www. egl. co.uk/mews/more-than-half-of-top-four-bookies-are-in-the-uks-most-deprived-areas/ [accessed 23 April
2020]

113. Research by Landman Economics and Geofutures for the Campaign
for Fairer Gambling has found a clear relationship between the extent of
deprivation in local areas and the number of betting shops in those areas!!'.
The industry is not, however, merely responding to the demand, it is to some
extent driving it. Ease of access to betting shops incites and encourages
gambling. This is an important social issue, and one way of alleviating the
problem would be to increase the regulatory powers of local authorities. We
deal with this in the following chapter.!"®

Lone working in betting shops

114. Dr James Banks, Reader in Criminology at Sheffield Hallam University,
raised concerns about the practice of lone working in betting shops. He
stated that to prevent gambling from being a source of crime or disorder (one
of the licensing objectives) “I would encourage LBO [licensed betting office]
operators to abolish lone working, with a view to reducing the likelihood of
robbery and the risk posed to retail staff.”!1®

115. His evidence explained that analysis of the robberies committed in betting
shops showed that although crimes were committed across betting shop
opening hours, “many of the robberies took place in the evening when
neighbouring shops will have closed and fewer people will be present either
in the shop or the surrounding vicinity.”!!” Dr Banks then stated that lone
working “typically occurs in evening, but also the early morning”!®, the
times at which the betting shops will usually have fewest customers and
when other businesses in the area will be closed. To mitigate the risks for

114 Written evidence from Landman Economics (GAMO0039)
115 Chapter 4, paragraphs 255-261

116 Written evidence from Dr James Banks (GAMO0033)

117 Ibid.

118 Ibid.
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both lone-working staff and the individual betting shops involved, Dr Banks
suggested:

119
.

previous research has demonstrated that greater numbers of
‘frontline’ staff or the introduction of specialised security personnel into
retail environments where there is only a small volume of staff can serve
to reduce the occurrence of violent crime.”!!°

Similar concerns were expressed in January 2017 by the Responsible
Gambling Strategy Board.'?® In its advice to the Gambling Commission
for the 2017 DCMS review of gaming machines and social responsibility
measures, it said:

“Appropriate staffing levels are key to the detection and mitigation of
harmful play. There must be serious doubt about the extent to which a
single member of staff on their own in a betting shop, even at less busy
times of the day or night, can simultaneously look after the counter,
remain alert to the possibility of under-age play and money laundering,
and still be expected to identify potentially harmful play and make
appropriate interventions. The Gambling Commission should ask
all operators to review safe staffing levels. Larger operators should be
required specifically to address staffing levels and safety (of employees
as well as players) in their annual assurance statements.”!?!

We are not aware that the Gambling Commission followed this advice, or
that operators have addressed this issue. We agree that it is undesirable that a
betting shop should have only one member of staff at any time, but especially
in the evening, or if the lay-out of the shop does not allow one member of staff
to supervise the whole premises. We have considered whether to recommend
that a condition should be attached to premises’ licences requiring at least
two members of staff to be present whenever the premises are open to the
public. However, we have not taken evidence on this from the industry, and
we recognise that this would have financial consequences, particularly for
smaller operators.

The Gambling Commission should work with bookmakers to create a
protocol to ensure adequate supervision and staffing during opening
hours, taking into consideration the size, lay-out and turnover of
individual premises.

Fixed Odds Betting Terminals

FOBTs are electronic machines in betting shops on which customers can
play a variety of games, including roulette. Each machine accepts bets for
amounts up to a pre-set maximum, and pays out according to fixed odds on
the simulated outcomes of games.

Changes to the taxation of gambling with the introduction of a gross profits
tax regime came into effect in October 2001, and allowed the gambling
industry to introduce new, lower margin products, such as roulette, to
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Responsible Gambling Strategy Board, Advice in relation to the DCMS review of gaming machines and
social responsibility measures (31 January 2017): https://www.rgsb.org.uk/PDF/Advice-in-relation-to-
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FOBTs. By April 2005, an estimated 20,000 terminals were in use,'*? and
this had increased to 30,000 by the time the Gambling Act came into force
in September 2007.1?> The latest statistics from the Gambling Commission
show that there are 23,441 FOBTs in Great Britain.!?*

Concerns were raised by treatment providers about FOBTs and the
relationship between FOBTs and problem gambling, as early as 2003.!%
However, it took until October 2017 for the DCMS to announce a range
of proposals to strengthen protections around gambling, including lowering
the maximum stake on FOBTSs to between £50 and £2.!2¢ Following a public
consultation'?” on the appropriate level of the new stake limits, the DCMS
announced in May 2018 that the maximum stake would be lowered to £2.!28

In October 2018, the Budget report!?® stated that the reduced stake would
come into effect from October 2019, and the then Chancellor of the Exchequer
told the Commons Treasury Select Committee that the Government had to
implement the new stake “in a way that is balanced and fair and allows for
an orderly transition”. However, amendments to the Finance (No. 3) Bill to
bring the implementation date forward to April 2019 attracted cross-party
support.

In December 2018, the Gaming Machine (Miscellaneous Amendments and
Revocation) Regulations 2018'*° were approved by both Houses, and on 1
April 2019 the Regulations came into force and reduced the maximum stake
on a single bet to £2.

The Gambling Commission’s latest statistics'* show that between October
2018 and September 2019, the GGY for all non-remote gaming machines
fell by 11.8% compared to the previous period. This decrease was driven by
the reduced stake limits on B2 machines from £100 to £2. For the whole
year from October 2018 to September 2019, which included 6 months with
a maximum stake of £100 and 6 months with a maximum stake of £2, the
GGY on these machines fell by 46.4% compared with the last whole year
with a £100 maximum stake. It can safely be said that the GGY for a whole
year with a £2 maximum stake will have been more than 90% lower.
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Online Gambling
Background

The rapid growth and development of online gambling is one of the primary
reasons that all three main UK political parties, and the Scottish National
Party, undertook pledges to reform gambling legislation. The Conservative
Party manifesto pledge has become a slogan for the concern that “the
Gambling Act is increasingly becoming an analogue law in a digital age.”!*?

The BGC does not agree, advocating that “it is difficult to envisage any
technology that the Gambling Act 2005 would fail to cover”!®> under its
current provisions. They, among other operators, feel that a new Gambling
Bill is not needed, and sufficient powers are already granted under the Act
both to the regulator and the Government.

Other sectors of the industry, treatment providers and charities disagree, and
argue that the way we gamble has changed dramatically and the 2005 Act
has not adapted to the ever-evolving technology.'** As we have explained in
Chapter 2, the 2001 Budd report recommended legalising online gambling.
However, Sir Alan explained to us that as UK gambling companies could
not legally provide online gambling at the time of the report, it was “difficult
to appreciate the scale” of online gambling as the data was “scarce”.’® As a
result of this, the full extent of online gambling being carried out in Britain
was not fully reported. As Mr Waugh, told us:

“The prevalence survey in 1999 recorded online gambling participation
as a rounding error, substantially lower than 1% whereas in 2016 it was
9% —excluding the National Lottery online, to put in context of how
little was known about it at the time of the report.”!3°

The Government accepted the Budd report’s online gambling
recommendation in the 2005 Act, and subsequently the Gambling
(Licensing and Advertising) Act 2014 made it a requirement that remote
operators hold a licence from the Gambling Commission.!*” This legislation
was perceived to have “closed a significant gap” in the regulation of online
gambling, “meaning [the Gambling Commission] now regulate 100% of the
legal British market.” %8

The technology available at the time of the Budd report, and even the
Gambling Act 2005, was vastly different to the technology available today:

“In 2005, it was estimated 13.9% of the world population uses the
internet. In June 2019, it was estimated 58.8% of the world population
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now uses the internet.!*® In the UK, it was estimated in June 2019 that
94.6% of the population use the internet!40.”!4!

Alongside the increasing accessibility of the internet, came greater internet
speed and download capability. These developments continued to enhance
the advancing capabilities of online gambling.

Technological advances have long since gone beyond the internet, and as
Sir Alan told us, in 2001, “no one had even thought about the possibility that
someone might be holding something in his or her hand and be allowed to
gamble freely.”'*? PCs were originally used for online gambling, but then a
wider range of devices became available, from laptops and tablets to smart
T'Vs and the rapidly increasing use of mobile phones, and the accompanying
gambling apps. The Gambling Commission’s Gambling Participation in 2019:
behaviour, awareness and attitudes report found that 50% of those gambling
online were using a mobile phone, which is up from 23% in 2015.'*3 As Tony
Parente, one of our witnesses with lived experience, told us, now “You can
gamble 24 hours a day, seven days a week, and non stop.”'**

Other advances such as social media, artificial intelligence and cryptocurrency
have also contributed to the continued development of online gambling,
both in terms of what we consider gambling to be, how we gamble and
how gambling is monitored. Social media has created two new pathways
to gambling; the first through social media’s role in advertising, which we
discuss in Chapter 7, and social gaming which we discuss below and expand
upon in Chapter 6.

Gambling operators have been accused by former gambling industry
employees of “increasingly using artificial intelligence (AI) to predict
consumer habits and personalise promotions to keep gamblers hooked.”!*
Where offline gambling can be largely conducted with anonymity, due to
customers holding an account online, gambling operators have access to
vast amounts of data regarding their customers’ age, payment history, any
patterns in play and the popularity of specific products. Gambling operators
apply Al in order to assist in utilising and understanding this data. This data
is a significant resource and operators told us they need to “ensure ... that
[they] use the data that [they] have as operators in a consistent and coherent
way.” 146

As technology has advanced so has the need for expert knowledge, and
throughout our inquiry witnesses expressed concern that the Gambling
Commission cannot keep up with this rapid progress. Susanna Fitzgerald QC,
a barrister and former trustee of GamCare, told us that “there is no way that
the Commission can possibly match” the level of expertise in the industry, and
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“it certainly does not.”!*’” Neil McArthur, Chief Executive of the Gambling
Commission, accepted that “the industry has many more data scientists
and game designers,” but argued that the Commission can “set the exam
question.”'*® This implies that the Commission could use its powers to utilise
the skills that the industry possesses in order to better regulate developments
in online gambling technology. The National Audit Office (NAO) report in
February 2020 further confirmed that the Commission is aware of a “skills
gap,”!*® but highlighted the constraints it is under with regard to its budget.
Our support for Commission budgetary reform is highlighted in Chapter 4.'>°

135. This brief outline demonstrates how dramatically technology has advanced,
and the difficulty but necessity of anticipating and adapting to the impact
that technology has on how we gamble, what we gamble on and the
gambling-related harms experienced. In a Review of Online Gambling in
2018, the Gambling Commission acknowledged that “progress by the online
industry to minimise harm has been significantly slower than we expected
and required.”’®! The rapid developments seen to date will only continue
as new technologies are developed, and we agree with Dr Steve Sharman
and Professor John Turner from the University of East LLondon when they
told us, “It is essential that any new legislation includes these newer types of
gambling and retains the flexibility to evolve and to keep pace with the ever
changing and developing gambling industry.”!>?

Technology

136. Technology has prompted the need for the reassessment of regulation, but it
can also be utilised by gambling operators to advance player protection. Some
operators have begun to do this, and the BGC told us their members “are
investing substantial resources in developing and deploying a range of harm
prevention initiatives. Building on independent research, our members have
developed behavioural tracking systems, designed to identify harmful play
and deliver a set of tiered and tailored interactions to encourage customers
to stay in control of their gambling.”!>?

137. Professor Raian Ali and Dr John McAlaney from Bournemouth University
submitted evidence setting out how technology such as Application
Programme Interface (API) could be used to provide personalised real-time
data to gamblers. Their research shows if “the data could be provided in an
automated, real-time manner to players, it would enable them to visualise
and understand their gambling behaviour, support them with budgeting
and to identify potentially harmful behaviour.”'** However, in order to be
effective any such technological aid would require operators to share more
data than they have historically been willing to provide.!*’
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The range of online gambling

Most formerly land-based gambling products have now also transferred onto
online platforms; lotteries, bingo, casino style games and poker are all played
online. However, online versions of gambling products are not subject to
the same physical limitations as their land-based counterparts. For example,
poker played in a casino is a relatively low-frequency gambling experience, as
the speed of any individual hand is limited by how fast chips can be handled
and cards dealt from a physical deck. In land-based poker, players must also
travel to a card room, and often wait for a seat to open up at a game, whereas
in online poker each new hand can be dealt to players instantaneously, making
for a faster gambling experience. Furthermore, in online poker, players can
play multiple games simultaneously. The greater speed and easy availability
of online gambling products is relevant given that high-frequency gambling
products are generally considered to be the most harmful.!>¢

Operators are also providing an increasing number of gambling activities
across their platforms. For example, online poker sites now generally offer
sports betting and other casino games alongside their core product of
online poker, with customers able to use a single account balance across
multiple forms of gambling. This is relevant to consumer protection given
that problem gamblers tend to engage in multiple gambling activities.!®” The
number of gambling activities is ever increasing, with new online games
being developed all the time.

Online gambling has changed how very traditional forms of gambling are
conducted; in horseracing for example, online gambling “now accounts
for some 65.6% of turnover, and 50.4% of gross gambling yield.”!*® What
was once the domain of land-based bookmakers is now moving more and
more onto digital platforms. The diversity of sports and activities that can
now be bet on is vast, from football, which is fast becoming synonymous
with gambling, to snooker, darts and hurling all played across the world.
The frequency of football betting used to be limited by the frequency of
the games, which in England was typically 3pm on Saturdays. However,
now a football bet can often be placed on an upcoming game, such as a
Brazilian third division match or in one of the many international summer
competitions. As a result, sports bets can be placed more easily and more
frequently than ever before.

The variety of sports on which a bet can now be placed is complemented by
the increasing variety of the types of bet available. One form of bet which has
been referenced repeatedly throughout our evidence is in-play betting. As
Professor Orford explained, this creates “multiple betting opportunities,”!>®
as throughout the match, race or event players can bet quickly on a variety
of different aspects of the event they are watching, or even bet on “multiple
events simultaneously.”!®® For example, in-play bets can be placed on the
identity of the next goal scorer, which can create many additional gambling

156

157

158
159
160

Natasha Dow Schill, Addiction by design: Machine gambling in Las Vegas, 1st Edition (Princeton
University Press, 2014)
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opportunities across the course of a high-scoring match. Gambling
advertisements for next goal scorer bets have been observed to occur
frequently during live high-profile football matches,!®" a type of advertising
that has not been entirely eliminated by the recent whistle-to-whistle ban.
We address the role of advertising and discuss the whistle-to-whistle ban
further in Chapter 7. Recent statistics show that 21% of online gamblers had
bet in-play in the last four weeks, which is stable based on previous figures. !¢

142. Another recent development in betting is the ability to create custom bets.
Many of the larger gambling operators offer custom bet options, such as Sky
Bet’s RequestaBet tool or Bet365’s Bet Builder. Custom bets also utilise social
media, as gamblers can tweet companies with the hashtag #RequestABet,
and the companies will build the bet. Dr Elliot L.udvig, Dr Philip Newall and
Dr Lukasz Walasek from the University of Warwick told us their research
shows “sports betting products that allow gamblers to customise their own
bets are especially attractive to problem gamblers. In one recent survey,
16.0% of participants who had placed at least one custom bet were problem
gamblers, compared to 6.7% who had never placed a custom bet.”1¢?

143. In Chapter 7 we discuss concerns about the ‘gamblification’ of sport, and in
particular its potential impact on young people. A form of betting which may
further exacerbate the impact gambling has on children is eSports, which
are the competitive playing of video games. Researchers told us: “ESports
represents the largest growth opportunity for sports gambling and presents a
particular worry as its players and spectators are young.”!%*

144. Players can bet on eSports in a traditional sense, on events occurring in the
game or the outcome, but video games in recent years have also started to
incorporate gambling-like features which use virtual currencies and in game
items such as loot boxes and skins. This has raised concerns about what
should and should not be considered gambling, and what steps should be
taken in order to protect the large number of young people playing video
games. As Parent Zone told us, when children and young people are using
these products “they do so without the protection of regulation, and it is
because regulators do not recognise their value that parents do not consider
their risk.”'®> This is an area of pressing concern with “the blurring of
boundaries between video games and gambling activities.”!® We address the
regulation of gambling-like activities in Chapter 6.

145. Virtual currencies, or cryptocurrencies, are digital currencies that are
secured by data encryption, allowing currency to be transferred and
transacted. Some cryptocurrencies are widely known such as Bitcoin, and
social media firms like Facebook have proposed cryptocurrencies of their
own. Decentralised gambling, which is also known as blockchain or crypto-
gambling, is a form of gambling which uses cryptocurrency technology. As

161 Philip Newall, Ankush Thobhani, Lukasz Walasek and Caroline Meyer, ‘Live-odds gambling
advertising and consumer protection’, PLOS One, vol 14(6), (2019): https://journals.plos.org/plosone/
article?id=10.1371/journal.pone.0216876 [accessed 18 May 2020]

162 Gambling Participation in 2019: behaviour, awareness and attitudes, Annual report, p 18
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this is an emerging technology and the variety of cryptocurrencies available
is increasing rapidly, this area of gambling creates another area of risk. Oliver
Scholten, PhD student, Dr James Walker, lecturer in Computer Science and
Dr David Zendle, lecturer in Computer Science from the University of York
told us that the “online and unrestricted nature of decentralised gambling
applications means that there are no theoretical limitations to the use of
these gambling services by minors.”!%’

Another development which continues to create confusion about what we
consider gambling to be, is social gaming. Social gaming covers the wide
variety of games that are available on social media platforms. These games
contain gambling-like features, such as playing with cards or dice, or slot
machine style games. In January 2015 the Gambling Commission stated in
its Social Gaming report that it was accepted that winning additional spins/
credits/tokens/chips in these games, despite the fact they could be purchased
with real money, did not amount to a prize of money or money’s worth
which would bring these games under the remit of gambling legislation. The
Commission stated that this was untested in the courts (which to the best
of our knowledge is still the position), and they added: “... the uncertainty,
and associated commercial and regulatory risk, is a useful deterrent to those
thinking of pushing the boundary.” Their conclusion was that “there is no
compelling reason at the moment to impose additional regulation on the
social gaming sector given that it is already subject to extensive consumer
protection legislation.”!¢8

However, the Gambling Commission does continue to monitor social gaming
in its annual participation report, and the most recent survey found 20% of
respondents had taken part in social gaming, and 44% of individuals who
had gambled as well as played social games said they played social games
first.1¢?

What we understand online gambling to be has changed dramatically, and it
is imperative that the recommendations we make help protect players against
the potential harms that might be felt from products that are both available
now and new products which might be created in the future.

Unregulated online gambling

When considering online gambling, we must bear in mind online gambling
sites which are unregulated in the UK. Ulrik Bengtsson, Chief Executive of
William Hill, told us “the UK regulation, which broadly keeps 98% of play
within the licensed regime, is very successful.”!’® However, Professor Julia
Hornle, Professor of Internet Law at Queen Mary, University of LLondon,
believes “the extent of foreign unlicensed gambling by punters in Great
Britain is unknown and therefore its impact (in terms of harmful effects) is
unknown.”!! Nevertheless gambling operators say they remain concerned
about the risk of excessively stringent regulation driving people into
unregulated online markets. "
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150. The Gambling Commission, though aware of the potential risk, think “this
could not possibly be an argument for lowering standards in the licensed
community” and believe “there is no great sense of a burgeoning illegal
market.”!”?

Prevalence of online gambling

151. As would be expected given the growth of this sector, the Gambling
Commission’s Annual Participation Survey published in 2020 found that
21% of survey respondents had gambled online in the past four weeks, an
increase from 18% in the previous year.!” The survey also found online
gambling participation was higher among men than women—25% men and
17% women.'”

152. Online gambling has changed how gambling activities are carried out.
The table below shows how each gambling activity was accessed by survey
participants, and whether they conducted the activities in person, online or
both. As the table sets out, in 2019 the majority of all forms of betting were
carried out online. Sports betting, football betting and betting on horseracing
have all seen a decrease in the number of individuals participating in person,
as opposed to online.

Table 8: Online and in person participation in the past four weeks by
activity (telephone survey, n=4,003)

Online % In person %
National Lottery draws 36% 73%
Another lottery 50% 53%
Bingo 24% 81%
Football pools 55% 50%
Horseraces 61% 49%
Sports betting 81% 27%
Football betting 83% 26%
Other sports betting 80% 22%
Betting on other events 58% 53%
Casino games 74% 47%

Source: Gambling Commission, Gambling Participation in 2019: behaviour, awareness and attitudes,
Annual report (February 2020) p 12: hitps://www.gamblingcommission.gov.uk/PDF/survey-data/Gambling-
participation-in-2019-behaviour-awareness-and-attitudes.pdf [accessed 6 April 2020]

153. The changing nature of how we gamble, also has an impact on where we
gamble. As Figure 4 shows the majority of online gambling is carried out at
home.
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174 Gambling Participation in 2019: behaviour, awareness and attitudes, Annual report, p 10
175 Ibid.
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Figure 4: Location of online gambling in the past four weeks
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Annual report (February 2020) p 17: hitps://www. gamblingcommission. gov.uk/PDF/survey-data/Gambling-
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Many forms of offline gambling are perceived as social activities, as discussed
in Chapter 2; however, the fact that online gambling is largely conducted
at home highlights how the online gambling sector differs from traditional
forms of gambling. Michelle Singlehurst, one of our witnesses with lived
experience, explained to us that one of the issues with online gambling is
that it “so easy and isolating.”'’® The BGC acknowledged that it “may be a
reasonable assumption that a large part of gambling at home is solitary. But
that does not mean that other people are not present (which may be a critical
mediating factor).”!”” However, as discussed in more detail in Chapter 2,
Mr Cronin of Tombola, emphasised the importance of community in online
bingo, particularly interactive chat communities where players can chat,
interact and make friends.

Until the day before this report was agreed, betting shops and sports venues
were still closed and there was little possibility of betting offline; for many
people confined to their homes, that is still the case. Estimates of the figures
will not be available for many months, but it is to be expected that there is a
large though unquantified increase in online betting. When betting shops re-
open and the public can again attend sports venues, there will be a resurgence
of offline betting, but it remains to be seen whether the relationship between
offline and online betting will be anything like it was six months ago.

Young people and online gambling

Online gambling has also had an impact on the numbers of young people
gambling. There has been “a small, but significant increase in online
gambling between 2017 and 2019; from 1% of 11-16 year olds gambling
online in the past seven days in 2017 and 2018, to 3% in 2019.”'"® These
figures suggest more work needs to be done in order to prevent underage
teenagers from gambling online.
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question structure.
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157. CLOSER’s evidence drew on the Avon Longitudinal Study of Parents and
Children (ALSPAC), which follows the lives of 14,500 people and their
children. This research found that the only gambling activity which was
“showing a consistent increase is online gambling and betting.”!”

Online problem gambling

158. The NatCen report on gambling behaviour found the prevalence of problem
gambling in online gambling or betting is 3.5%%°, in comparison to the
prevalence of 0.7% of problem gamblers across the population.!’®! The
prevalence rate for online gambling on slots, casino or bingo games is
considerably higher at 9.2%.'82

159. We must also consider the rate of low and moderate risk gambling occurring
in online gambling, as although this does not meet the threshold of problem
gambling, gamblers may be experiencing lower levels of gambling-related
harm. The rate of low risk gambling across any online gambling or betting
is 16.1%, with the rate of moderate risk gambling at 8.4%. As we saw in the
rate of problem gambling, the prevalence rates for online gambling on slots,
casino or bingo games is markedly higher with 21.9% of low risk gambling
and 13.7% of moderate gambling.'®3

160. The prevalence for low risk, moderate risk and problem gambling increases
significantly if more types of gambling are participated in, and gambling is
undertaken at a higher frequency.'®* The Royal College of Psychiatrists told
us that “problem gamblers are impulsive and need instant gratification,”!®’
and the vast array of products available and their 24 hours a day seven days
a week availability online has the capacity to exacerbate this.

161. Dr Sharman and Professor Turner told us, “Our recent data looking at trends
in treatment seeking gamblers suggests steep increases in online gambling
as a clear preference for problematic behaviour.”'®¢ The Gordon Moody
Association have also found that “having engaged in online gambling prior
to admission was among one of several factors that predicted an increased
risk of service users leaving the treatment programme before completion.”.!87
The Alberta Gambling Research Institute found that online gambling poses
higher risks for harm due to its greater convenience, 24-hour access, ability
to play when intoxicated, and solitary nature of play,'®® and the concern is
that under current regulation “online and mobile operators can develop
games without controls that would help to protect the vulnerable and ensure
that those games are fair and safe.”!®°
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Building safer online gambling

Due to the clear and increasing prevalence of online gambling and its related
harm, it is no surprise that there is continuing debate regarding the disparity
found between the regulation of online gambling and that of offline gambling.
Many witnesses told us that they felt online gambling was “relatively free
from regulation compared with land-based gambling.”!*® This begs the
question: why this is the case.

Novomatic UK Limited told us that gaming machines are “subject to strict
regulation,”!®! which includes technical standards and, for some categories
of machine, external testing. They argued that whereas the regulation for
gaming machines prohibits a number of characteristics that encourage a
player to continue gambling, such as deliberately creating a series of losing or
winning games, the regulation for online games does not. And, in addition,
gaming machines have limits on stakes and prizes, where online gambling
does not.'”? The most notable example of the implementation of limits on
land-based gambling is the reduction of maximum stake limits on FOBTs
from £100 to £2, as set out above.

There has been significant research into the various features of FOBTs which
made them more appealing to users and encouraged play, in some cases,
to the point of creating harm. These features are present across gambling
products and are known as structural characteristics. These characteristics
include:

. Stake size

. Event frequency

. Amount of money lost in a given time period
o Prize structures

. Probability of winning

. Size of jackpot

o Skill and pseudo-skill elements

. Near miss opportunities

o Light and colour effects

o Sound effects.'??

We heard very convincing evidence from Dr Luke Clark, Professor in the
Department of Psychology and Director of the Centre for Gambling Research
at the University of British Columbia, regarding these characteristics and

190
191
192
193
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Written evidence from Novomatic UK Ltd (GAMO0051)

Ibid.

Garry Smith, David Hodgins and Robert ] Williams, Research and Measurement Issues in Gambling
Studies, (New York: Elsevier, 2007), Jonathan Parke and Mark Griffiths, “The role of structural
characteristics in gambling’, pp 211-243: https://www.academia.edu/780723/Parke_]J._and
Griffiths M.D. 2007 . The_role_of structural characteristics_in_gambling. In_G. Smith_ D.
Hodgins and R. Williams Eds. Research and Measurement Issues in Gambling Studies.
pp.211-243. New_ York Elsevier [accessed 14 April 2020]
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the research being carried out to determine their effect on behaviour. His
research into near misses found that:

“gamblers typically find near misses to be exciting events that motivate
continued play. With gambling machines and even scratchcards, it is
quite straightforward for the game to be designed in a way that more
near misses can be delivered than we would expect by chance. We have
done a number of brain imaging studies in which we have seen that
people with gambling problems show a stronger brain response to near
misses in the parts of the reward system.”!%*

As players chase that psychological reward system response, certain game
characteristics can plainly bring about damaging behavioural responses
from gamblers. It is clear that game design and the application of structural
characteristics play a key role in the impact different games will have and the
potential harm they could create.

Dr Ludwig, Dr Newall and Dr Walasek pointed out since the introduction of
limitations on FOBTs “the industry has an incentive to create new products
which leverage similar psychological mechanisms as FOBTs, but which are
sufficiently different enough to not be defined as a FOBT.”!*> We agree that
the regulator needs to be aware of the ever-changing techniques used in
game design and new products and the potential harms that they create, in
order to remain responsive and effectively regulate the online market.

Dr Clark brought to our attention the fact that the research on structural
characteristics is limited, as “they are very difficult to study.”!°® The source
code involved in creating games and building in the characteristics is very
complex, and without access to real games and to the code used, their impact
is difficult to assess. “There are so many of these variables acting at once
that the perfect research designs to figure out exactly which dimensions are
most important in determining harm are very challenging.”!?’

Due to the complexity of the research in this area, Dr Clark pointed out
that there is an alternative view, that the immersiveness of a game as a
whole cannot be isolated to one particular characteristic.'® We are starkly
aware of the complexity of determining which games pose the most risk of
addictiveness, but the research available shows that there is clearly an impact
on players which needs to be addressed. We have shown how long it took
the Government to acknowledge the link between FOBTs and gambling-
related harm; it is key that the link between game design and potential harm
continues to be addressed in order to bring about change and protection for
both problem gamblers and for those who will experience gambling-related
harm.

Although difficult to study, Dr Clark made clear that as the game designers
are aware of each piece of code that creates the game, and the structural
characteristics included, “The industry could be mandated to share gambling
products and the associated code.”!*® We believe this demonstrates there is a
way of creating a test for gambling products which can assess games for their
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addictiveness. As Josephine Holloway from Gambling with Lives told us,
gambling products “need to be properly tested and given a kitemark.”2%°

Assessment of new games

Camelot told us that it has already introduced a “responsible game design
process”?! to assess the risk posed by the characteristics used, such as
jackpot size and speed of play. This tool, called Gamgard, was developed
by Dr Richard Wood, a Chartered Psychologist, and Dr Mark Griffiths,
a Chartered Psychologist and Professor of Behavioural Addiction at
Nottingham Trent University. It is “based upon the known risks of specific
game features for people who are vulnerable to develop gambling problems.”2%?

Under the current standards, new games are submitted to the Gambling
Commission for testing,?°®> and the testing process is outsourced to external
companies.?** Astonishingly, the testing criteria do not consider the
addictiveness or potential harm that could be caused by each game; instead
the weight of testing is simply to establish “fairness” to the consumer.

In January 2020, the Gambling Commission announced that they were
establishing three working groups to tackle three key challenges faced by the
industry in order to reduce gambling-related harm. One of these working
groups, which will be led by SG Gaming and Playtech, is focusing on
responsible product design and aims to produce an Industry Code for Product
Design.??®> Although this is a step forward, we believe the Commission should
go further.

The Commission believes that “focusing on individual game design and
approval would be a very significant challenge for any regulator.”?° So it
would, but as things stand, “if one operator designs a new gambling product
which successfully exploits problem gamblers’ biases, then this product can
be mimicked by rival operators.”?%7

The gambling industry continually offers a variety of products to
consumers, including some which can be highly addictive. The
Gambling Commission should establish a system for testing all
new games against a series of harm indicators, including their
addictiveness and whether they will appeal to children. A game which
scores too highly on the harm indicators must not be approved.

Online stake limits

Under current regulations there are no restrictions on stakes and prizes, or
speed of play for online gambling. Derek Webb, the founder of the Campaign
for Fairer Gambling, a group involved in lobbying for FOBT stake limit
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Gambling Commission, Remote gambling and software technical standards (June 2017): http://www.
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[accessed 12 April 2020]
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reduction, told us that “there is no justification for the same content online
to not be subject to stake limits.”?°® Many witnesses agreed, arguing that the
fact that the implementation of stake limits has not occurred across online
products demonstrates a failing in regulation and legislation.?%°

177. Professor Hornle, however, told us there is a “fundamental difference”
between online and offline, as “in the online world, you have so much more
data and so you should and can control spending in other ways than by
having a minimum in terms of the stakes.”?!°

178. The Gambling Commission online gambling review in 2018 echoed this
view, stating:

“online operators have the ability to collect significant amounts of
data on their consumers and do not have the challenge of dealing with
anonymous activity as is generally the case in land-based gambling ...
We expect online operators to use the data available to them to identify
and minimise gambling-related harm.”?!!

179. Some operators have already taken the decision to implement stake limits
across the gambling products they offer online. Tombola has put in place a
£2 maximum stake on bingo, £1 on arcade games and 40p on bingo Lite.
Mr Parente told us that, as a result of this decision, Tombola “will probably
not cause half as much harm as the others”?'? who have not implemented
limits.

180. Tombola told us they were “in favour of stake limits for machine style games
online”?!3, suggesting that stakes across gaming machines and machine style
online products could be equalised.

181. Although the various categories of gaming machine are now subject to stake
and prize limits?'4, this was not originally the case. At their inception, FOBTs
were not categorised as gaming machines as the random number generation
involved happens remotely, rather than on the premises. This is despite the
fact that in terms of the user’s experience, they are to all intents and purposes
gaming machines. This technical distinction between categories meant that
FOBTs were regulated differently.

182. Currently, there is no categorisation of the numerous online products
available. If a comparison to gaming machines was utilised to establish
online stake limits, there is a potential that new online products could be
designed which were not considered equivalent to a gaming machine format,
and so would not be subject to a prescribed stake limit. For example, a high
stakes online gaming game could be devised that is technically a “betting”
transaction, in order to evade an online stake limit, much in a similar way
that FOBTs exploited a loophole in what products are allowed on a Licensed
Betting Office (LBO) premises.

208 Written evidence from Derek Webb (GAMO0027)

209 Written evidence from Gauselmann Group (GAMO0096) and Gambling with Lives (GAMO0098)

210 Q 49 (Professor Julia Hornle)

211 Gambling Commission, Review of online gambling (March 2018) p 4: http://www.gamblingcommission.
gov.uk/PDF/Online-review-March-2018.pdf [accessed 22 May 2020]

212 Q 63 (Tony Parente)

213 Supplementary written evidence received from Tombola (GAMO0105)

214 Gambling Commission, ‘Gaming machine categories’: https:/www.gamblingcommission.gov.uk/
for-gambling-businesses/Compliance/Sector-specific-compliance/Arcades-and-machines/Gaming-
machine-categories/Gaming-machine-categories.aspx [accessed 21 May 2020]
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It is not only technical differences between offline and online games that
must be considered in implementing a stake limit, but the risk of harm.
Online products and the harms they create are not necessarily mirrored
in the offline, land-based market. As set out in paragraph 138, the risk of
harm created by the online format of a game differs to that of its offline
counterpart. It may be that the risk of harm caused needs to be considered
alongside any technical distinctions in online products.

The Gambling Commission are now clearly aware of the increasing pressure
and evidence for action in this area, as on 12 February 2020 Mr McArthur
gave evidence to the All-Party Parliamentary Group on Gambling Related
Harm and “confirmed for the first time that the Gambling Commission would
be reviewing online stakes within six months.”?’> We have recommended in
paragraph 101, that online stake limits are brought within the remit of the
triennial review of stake and prize limits, alongside gaming machines.

We recommend that the Government should work with the Gambling
Commission to establish a category system for online gambling
products.

The Government and the Gambling Commission should use the
online product categories to set stake limits for online gambling
products.

The Chief Executives of the five largest gambling operators raised concerns
that although gaming machines have stake limits “there is not a black market
for playing these, but if you were to apply that limit online you would transfer
a lot of potentially vulnerable players to offshore sites, where they cannot
be protected.”?!¢ Despite this apprehension, we have not received evidence
which supports this view. We understand this concern however, we are far
from convinced that this risk outweighs the need for the regulation and
restriction of stake limits.

Alexandra Frean, the Head of Corporate Affairs at Starling Bank, told us
that there “needs to be a much wider conversation between the banks”?"”
regarding what role they can play in assisting the Gambling Commission
and customers in preventing gambling on unregulated, offshore online sites.
Lloyds Banking Group informed us they had not been approached by the
Gambling Commission regarding blocking unregulated, offshore gambling
operators.2!8

To ensure that the implementation of online stake limits does not
lead to increased unregulated offshore gambling, the Government
and Gambling Commission must work with payment providers and
banks to establish a scheme to block payments to such operators.

Speed of play limits

Associate Professor Charles Livingstone from Monash University, Australia,
told us that alongside consideration of the other structural characteristics,

215 Gambling Related Harm All Party Parliamentary Group, ‘Latest News: PRESS RELLEASE: Gambling

Related Harm All Party Parliamentary Group questions Neil McArthur, CEO of the Gambling
Commission’ (14 February 2020): http://www.grh-appg.com/latest-news/ [accessed 2 April 2020]
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“From a harm prevention perspective, gambling products with slower
event frequencies are likely to be less addictive.”?!® Speed of play is widely
recognised as a factor in gambling-related harm, but as with the other
structural characteristics research is limited. Despite this, it is clear that
“rapid and continuous forms of gambling are often associated with gambling-
related harm.”?2°

191. Tombola have again led the way in applying their own speed restrictions on
their games:

“It is right that we run it more slowly, because it is 24-hours a day.
Land-based bingo is run on a session basis of morning, afternoon and
evening, whereas online it is available 24/7. We slow it down partially to
slow down the rate of spend.”??!

192. Further to this Tombola told us “that there is no commercial detriment to
our approach: we feel that it makes our commercial model stronger because
we slow down and limit the amount of spend.”??

193. We recommend the equalisation of speed of play and spin, so that no
game can be played quicker online than in a casino, betting shop or

bingo hall.

219 Written evidence from Associate Professor Charles Livingstone (GAMO0108)

220 Jonathan Parke, Adrian Parke and Alex Blaszczynski, prepared for the Responsible Gambling Trust,
Key Issues in Product-Based Harm Minimisation: Examining theory, evidence and policy issues
relevant in Great Britain (2016): https://about.gambleaware.org/media/1362/pbhm-final-report-
december-2016.pdf [accessed 13 April 2020]
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CHAPTER 4: REGULATION

The Gambling Commission

We have explained in Chapter 2 how one of the major changes effected by
the Gambling Act was the creation of the Gambling Commission. It replaced
the Gaming Board for Great Britain, so that for the first time there was a
body with overarching responsibility for regulating all forms of gambling.?*?
Its statutory duty is to pursue the licensing objectives,??* and the default
position is that it should “permit gambling, in so far as the Commission
thinks it reasonably consistent with pursuit of the licensing objectives.”?%°

Box 1: The Commission’s statutory functions under the Act

Act

The Commission’s functions in relation to licensing and regulation under the

can be categorised as licensing, compliance, regulatory enforcement, and

criminal enforcement.

In particular, the Commission has the power to:

determine applications for operating and personal licences, specify the
conditions to be attached to such licences (both general and individual),
limit the duration of such licences, and determine applications to vary or
renew operating and personal licences;

assess compliance with the Act, with any licence condition, code of
practice, or other provision made by or by virtue of the Act;

assess whether an offence contrary to the Act has been committed
(including the power to request information from operating and personal
licence holders);

commence licence reviews and carry out inspections;

take regulatory action against an operating or personal licence holder
following a review (including the power to issue a formal warning, to attach,
remove, or amend a licence condition, to suspend or revoke a licence, and
to impose a financial penalty for breach of a licence condition), and to void
a bet and require repayment of any money paid in relation to it;

investigate and prosecute offences committed under the Act.??°

Source

195.

Gambling Act 2005

Although the jurisdiction of the Commission extends, like the Act, only to
Great Britain and not to Northern Ireland,??” its powers in relation to remote
gambling cover those providing gambling services from remote gambling
equipment situated in Great Britain to those outside Great Britain, as well as
remote operators contracting with consumers in Great Britain.

223 Responsibility for the National Lottery came later: see paragraph 196.

224 Gambling Act 2005, section 1: (a) preventing gambling from being a source of crime or disorder,
being associated with crime or disorder or being used to support crime, (b) ensuring that gambling is
conducted in a fair and open way, and (c) protecting children and other vulnerable persons from being
harmed or exploited by gambling.

225 Gambling Act 2005, section 22

226 The Commission has no power to prosecute offences in Scotland. That power rests solely with the
Crown Office and Procurator Fiscal Service, to whom the Commission can refer the results of an
investigation.

227 Under the Gambling (Licensing and Advertising) Act 2014, section 5, the Commission has power in
respect of the offence of advertising unlicensed remote gambling in Northern Ireland.
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196. The provisions of the Act do not govern the National Lottery, but the
Gambling Commission is nevertheless its regulator. Prior to 2013 the National
Lottery was regulated by the National Lottery Commission. The Public
Bodies Act 2011 envisaged the merger of the Gambling Commission and
the National Lottery Commission,*?® and on 1 October 2013 the Gambling
Commission took over the functions of the National Lottery Commission,
which was abolished.?*°

Funding

197. Apart from the regulation of the National Lottery, the Gambling Commission
is entirely funded by licence fees paid by businesses and individuals in the
gambling industry which, in 2018-19, amounted to £18.99 million—down
from £19.93 million the previous year. These fees are set by the Secretary of
State. The last review was in 2016, and the current fees have been in force
since 6 April 2017.2°° The Gambling Commission told us:

“We are constrained by the existing regulatory framework on fee setting
... The procedure for changing fees is lengthy and so is not undertaken
frequently. Typically, our fees have been reviewed every four or five years,
although there is no set period for these reviews. As a result, our fees
can soon become out of step with the challenges we face in regulating a
fast moving, innovative and growing industry ... While we believe the
regulatory framework is largely capable of flexing to meet new risks, the
way our licence fees are set presents a challenge ... We are increasingly
finding that regulation requires us to expend resources in a way that is
not directly proportionate to Gross Gambling Yield (GGY). So, while
our income has increased as the regulated industry has grown, the costs
being incurred in regulating the online sector, in particular, exceed the
income rise.”?*!

198. In February 2020 the NAO published a report entitled “Gambling
Regulation: problem gambling and protecting vulnerable people”.??? In that
report the NAO identified and summarised some of the problems caused by
the current funding structure, but offered no solutions. It seems clear to us
that a review of funding every four years will not provide the Commission
with the flexibility needed. The changes in gambling habits caused by
the coronavirus pandemic, with no on-course gambling and virtually no
gambling on sports, but a probable increase in online gambling (which even
before then was the fastest growing part of the market), are likely to cause
corresponding changes in the funds brought in by the fees, though we do not
have any estimate of the size or direction of those changes.

199. The Gambling Commission wrote:

“Our immediate focus must be on securing the resources we need to
continue to regulate effectively and we are developing proposals for
revised fees for discussion with DCMS. In addition, we think there
is merit in exploring alternative ways of settings fees and recovering

228 Public Bodies Act 2011, section 2 and schedule 2

229 The Public Bodies (Merger of the Gambling Commission and the National Lottery Commission)
Order 2013 (SI2013/2329)

230 The Gambling (Operating Licence and Single-Machine Permit Fees) Regulations 2017 (SI1 2017/303).
These Regulations set fees for 39 specific types of licence, and vary with the GGY of the operator.

231 Supplementary written evidence from the Gambling Commission (GAMO0116)

232 Gambling regulation: problem gambling and protecting vulnerable people
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costs which would better align with the nature of the work involved in
regulating this industry. Alternative approaches already exist and are
operated by other regulators.”?*

200. Such changes would certainly require amendment of the Act, but it seems
to us that funding which is entirely dependent on fees and may change in
totally unpredictable ways—Iike the 5% reduction from 2017-18 to 2018-19,
with possibly an even larger reduction in the current financial year—cannot
be satisfactory. We hope that DCMS will prove receptive to any proposals
from the Gambling Commission.

201. The Government should work with the Gambling Commission
to devise a new funding structure in order to provide it with more
flexibility and allow it to react and adapt to fast changing regulatory
requirements.

Strategy

202. We have already mentioned section 22 of the Act, which is headed “Duty to
promote the licensing objectives™. It provides:

“In exercising its functions under this Act the Commission shall aim—

(a) to pursue, and wherever appropriate to have regard to, the licensing
objectives, and

(b) to permit gambling, in so far as the Commission thinks it
reasonably consistent with pursuit of the licensing objectives.”

203. Since one of the licensing objectives is “protecting children and other
vulnerable persons from being harmed or exploited by gambling”,?* it is
clear that this is an objective the Gambling Commission has to pursue. But
the default position is that the Commission has to permit gambling unless
to do so is inconsistent with that objective. This is the philosophy of the
Budd report, and may have been appropriate when the Act was passed; but
now that it is clear how much harm can result from this, it sends the wrong
message. The default position should be that the Commission should not
permit gambling unless it believes that to do so will be consistent with the
licensing objectives.

204. Furthermore, it is right that the Commission should make the identification
and prevention of such harm one of its main tasks; and so it already does.
But when the opportunity to amend the Act comes, we believe this should be
recognised by making this one of the Commission’s central statutory aims.

205. Section 22 of the Gambling Act should be amended as follows:

paragraph (b) should be amended to provide that the Commission
should not permit gambling unless it believes that to do so will be
consistent with the licensing objectives;

a new paragraph should be added making the identification
and prevention of potential and actual harm a third aim of the
Commission.

233 Supplementary written evidence from the Gambling Commission (GAMO0116)
234 Gambling Act 2005, section 1(c)
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206. In 2018 the Gambling Commission published its Strategy for 2018-21.2% It

207.

208.

200.

states that the Commission’s five strategic priorities are to:
o protect the interests of consumers;

o prevent harm to consumers and the public;

. raise standards in the gambling market;
. optimize returns to good causes from lotteries; and
° improve the way we regulate.

The latest annual report of the Commission is the report for the year 2018—
19, published in July 2019, only one year into this three-year strategy. In his
introduction Dr William Moyes, the Chairman, wrote:

“During 2018-19 the Commission has made considerable progress
towards the achievement of its key objectives and laid the foundations to
accelerate delivery in 2019—20—the second year of our corporate plan.
Important advances were made in all five of the priority areas set out
in the corporate plan ... we are starting to see signs that the gambling
industry is willing to recognise the need for more effective controls in
relation to the protection of consumers, particularly those who may
be vulnerable, such as children and young people—for example the
recently announced voluntary bans on advertising during televised
sports matches. Although there is much more the industry could and

should do, the Commission welcomes signs of an openness to change
3236

We agree that there are “signs that the gambling industry is willing to
recognise the need for more effective controls in relation to the protection of
consumers”, but we are far from convinced that this is due to a disinterested
openness to change. The increase in the voluntary levy gives every
appearance of being an attempt, so far successful, to delay the imposition of
a mandatory levy.?*” The whistle-to-whistle advertising ban is ineffective.??®
More significant changes like the ban on the use of credit cards have had
to be imposed on the industry. We believe that, particularly in the case of
online gambling, such voluntary changes as there have been are the reaction
to the industry’s recent realisation that the tide of opinion is turning against
it. If change is to be reliably sustained, this will come only by Government
action and by continuing pressure from the public, the press, and of course
the Gambling Commission.

Strategy to reduce gambling harms

For many years the Commission has funded and staffed an advisory body
which has prepared a strategy for safer gambling. The National Responsible
Gambling Strategy, launched in April 2016 by the Responsible Gambling

235 Gambling Commission, Strategy 2018—-2021 (2018): https://www.gamblingcommission.gov.uk/PDF/
Strategy-2018-2021.pdf [accessed 18 May 2020]

236 Gambling Commission, Annual Report and Accounts 2018—19 (July 2019): https:/www.
gamblingcommission.gov.uk/PDF/Annual-Report1819.pdf [accessed 18 May 2020]

237 See paragraphs 549-557.

238 See paragraphs 507-510.
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Strategy Board, was a three-year strategy which accordingly expired in
March 2019, when a Final Progress Report was published.?**°

Before the new strategy, covering April 2019 to March 2022, was published,
a number of changes were made. The title of the advisory body was altered to
Advisory Board for Safer Gambling (ABSG). The body’s new chair, Dr Anna
van der Gaag, explained: “Our new name reflects the need for greater clarity
about everyone’s roles in the delivery of the new strategy. Gambling harms
are rightly recognised as a public health issue ...”.?*° The task of the ABSG is
to “provide independent advice to the Commission as it works to implement
the new strategy over the next three years and ensure progress is made on
reducing gambling harms.”?*

Another change was that the new strategy which was published in April
2019 was not just the strategy of the advisory body, but was adopted by the
Commission as its own National Strategy to Reduce Gambling Harms 2019—
2022.?*2 The Chairman of the Commission explained in the Strategy’s
Foreword that “we are putting the full weight of regulation behind this
strategy by taking on ownership of it from our advisers”.

We analyse in the following chapter the contribution this Strategy is making
to the reduction of gambling harms, and how this can be improved.

Licence Conditions and Codes of Practice (LCCP)

Section 23 of the Act requires the Commission to prepare a statement of
the principles it will follow for licensing and regulation, and section 24 has
a similar requirement in respect of codes of practice. Pursuant to this the
Commission has from time to time issued Licence Conditions and Codes
of Practice (LCCP). The current version of the LCCP came into force on
1 January 2020, with amendments made in April 2020 implementing the
ban on the use of credit cards which came into effect on 14 April 2020.2*° It
includes the general conditions relating to operating licences, the principal
code of practice, and the general conditions attached to personal licences.
There are also sector-specific sections of the LCCP. Additionally, the
Commission can attach specific conditions to individual licences.

Licence conditions are mandatory. Providing facilities for gambling is an
offence unless this falls within a number of exceptions, of which by far the
most significant is that the person “holds an operating licence authorising
the activity, and the activity is carried on in accordance with the terms and
conditions of the licence”.?** It follows that many of the recommendations we
make can be given effect by attaching more stringent conditions to operating
licences, since failure to comply with those conditions will be an offence and
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Licence conditions and codes of practice, Part I: Licence condition 6.1.2
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may lead the Commission to review the operator’s licence with a view to
suspension, revocation or the imposition of a financial penalty, and would
also expose the operator to the risk of prosecution.

215. Under section 24 of the Act the Commission is required to issue one or more
codes of practice. One of these describes the arrangements the operator must
make (a) for ensuring that gambling is conducted in a fair and open way,
(b) for protecting children and other vulnerable persons, and (c) for making
assistance available to persons who are or may be affected by problems
related to gambling. Section 82 of the Act describes such provisions as social
responsibility code provisions. Compliance with them is automatically a
condition of an operating licence, therefore any breach of them by an operator
will be subject to the same sanctions as breach of a licence condition.

216. The Commission also issues ordinary code provisions which are not social
responsibility provisions; these do not have the status of operator licence
conditions but set out good practice. Operators may adopt alternative
approaches to those set out in ordinary code provisions if they have actively
taken account of the ordinary code provision and can demonstrate that an
alternative approach is reasonable in the operator’s particular circumstances;
or that to take an alternative approach would be acting in a similarly effective
manner.**

Enforcement

217. None of the LCCP would be of any effect if the Commission did not enforce

both the licence conditions and the social responsibility provisions of codes
of practice. Mr McArthur, the CEOQO, told us:

“It is not our job to be the industry’s friend. We are the regulator of
the industry. If there is any doubt about it, there should not be. We are
on the side of consumers; we want to make gambling fair and safe for
consumers. Therefore, we will regulate firmly. If there are compliance
failings, we will take enforcement action that is firm but fair to drive up
standards. That does not mean you need to be in a completely adversarial
relationship with the industry. I would like to think that our relationship
is an appropriate one, whereby they know that, if there are failings, we
will be firm and fair about that and then, if lessons are not learned and
standards do not rise, our approach will get tougher.”?4°

218. It is beyond doubt that until relatively recently the use made by the
Commission of its power to fine operators in breach of the LCCP was totally
inadequate. The total of the penalties imposed in 2016—17 was a derisory
£1.7 million. However, in June 2017 the Commission issued a new Licensing,
compliance and enforcement under the Gambling Act 2005: policy statement,**
since when it has made a rather more proactive use of its powers. It has also
started to issue annual reports on its use of the enforcement powers, with
the dual purpose of encouraging operators to comply with the rules and
explaining what happens when they fail to do so. The first of these reports

245 Licence conditions and codes of practice, Part II: Code of practice provisions
246 Q 145 (Neil McArthur)
247 Gambling Commission, Licensing, compliance and enforcement under the Gambling Act 2005: policy

statement (June 2017): https://www.gamblingcommission.gov.uk/PDF/Licensing-compliance-and-
enforcement-policy-statement.pdf [accessed 18 May 2020]
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covers the year 2017-18,%*® when the total of the penalties imposed was £18.4
million.

The report for 2018-19 explains that in that year the Commission carried
out more than 160 regulatory and criminal investigations, an increase on
previous years. The Commission also dealt with 2,000 intelligence reports
and carried out hundreds of risk-based compliance assessments. Enforcement
action resulted in £19.6 million in penalty packages, the surrender of three
Personal Management Licences (PMLs), warnings for four PML holders and
two advice as to conduct notices for PML holders.?*® A further £6,541,188
was divested back to impacted parties and good causes.?>*°

When Mr McArthur gave oral evidence to us together with Dr Moyes, we
asked them about the case of Paddy Power Betfair, which in October 2018 was
ordered to pay a regulatory settlement of £2.2 million after the Commission
found that it breached the social responsibility code when five customers
were able to gamble extensively despite indicators of gamblingrelated harm,
and also failed to act in accordance with the Commission’s guidance on
antimoney laundering. We put to them that, to a firm the size of Paddy
Power, a fine of £2.2 million would be laughable. Mr McArthur strongly
disagreed: “I can tell you it definitely did not laugh at that ... having been
on the receiving end of it, that firm absolutely knows that if this happens
again all options will be considered, including bigger fines and reviewing the
personal licences of those people involved.”?!

After this evidence session the Commission sent us supplementary written
evidence with further details of their enforcement strategy:

“We adopted a strategy of escalating enforcement alongside the
publication of our Corporate Strategy in 2017. This has made clear to
operators that repeated failures will not be tolerated and will lead to
escalating penalties. That message, backed up by more than £30 million
in penalty packages since 1 April 2018, and our published Enforcement
Reportshashelped to start to change the culture at the top of Operators.”?>?

For an operator, even a very large fine does not have the same effect as the
revocation of its licence. The Commission added:

“Regarding the number of operating and personal licences revoked,
since November 2014 we have revoked: 9 operating licences; 9 personal
management licences; 59 personal functional licences (these are for
operator staff such as croupiers or cashiers). There have also been a
number of occasions when operators or personal management licence
holders have surrendered their licences rather than face the prospect of
regulatory action by the Commission.”??
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. Until March of this year the record fine was £7.8 million in August 2017,
imposed on the online company 888 for failures in their self-exclusion
systems. However on 12 March 2020 the Commission announced that it had
agreed that Betway should pay £11.6 million in respect of failures to comply
with the Money Laundering Regulations, failures to conduct affordability
checks and failures to give effect to self-exclusion agreements.?** We describe
some of these failures in Chapter 5. This £11.6 million is described as a
settlement consisting of a payment of £5.8 million in lieu of a financial
penalty, which would be directed towards delivering the National Strategy to
Reduce Gambling Harms, and a further £5.8 million “the majority of which
to go to victims where it has been found, or could reasonably [be] suspected
to be, proceeds of crime”.

Three weeks later this record was broken when on 2 April 2020 the Gambling
Commission announced that Caesars Entertainment UK Ltd was to pay
£13 million “following a catalogue of social responsibility, money laundering
and customer interaction failures including those involving ‘VIPs’”.?>> All of
this £13 million was in lieu of a financial penalty and was directed towards
delivering the National Strategy to Reduce Gambling Harms.

The fact that a payment agreed by the Commission can be described, not
as a financial penalty, but as a payment in lieu of a financial penalty was
explained in Licensing, compliance and enforcement under the Gambling Act
2005: policy statement,*® of June 2017:

“Regulatory settlements in the Commission context are not the same
as “out of court” settlements in the commercial context. A regulatory
settlement is a regulatory decision, taken by the Commission, the terms
of which are accepted by the licensee concerned ... It may be particularly
important in this respect to provide redress to consumers who may have
been disadvantaged by a licensee’s misconduct, or to relieve licensees of
the profits or gross gambling yield resulting from their failures.”

While we welcome the fact that the Gambling Commission seems now to
be prepared to make more effective use of its powers, the facts of these cases
were truly shocking, and we question whether even a settlement of this
size is sufficient to bring home to operators the magnitude of their failures.
Certainly the sums involved are small compared to those imposed under
deferred prosecution agreements (DPAs). A DPA, introduced into English
law in 2014 by the Crime and Courts Act 2013, is a way of penalising a
company which has committed an economic crime without the expense
of a trial and without a criminal conviction as a result. DPAs have to be
approved by the Crown Court, and the sums involved are of a different order
of magnitude, ranging up to £500 million in the case of Rolls Royce, even
after a 50% discount for cooperation with the Serious Fraud Office. Rolls
Royce is a company employing some 50,000 people. The gambling industry
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employs more than 98,000 people;*” GVC alone has 15,000 employees®>®
and William Hill 16,000.2>° We mention the figures involved in DPAs, not to
suggest that the Gambling Commission should necessarily impose fines of
a similar magnitude, but to show that in another field it is thought entirely
appropriate to impose penalties which will make a meaningful impact on the
company involved.

Fines currently imposed and penalties agreed by the Gambling
Commission do not make a sufficient impact on large corporations.
They should reflect not just the seriousness of the offence but the
size of the offender. In the case of repeat offences or other extreme
circumstances the Commission should demonstrate much greater
willingness to exercise its power to withdraw an operator’s licence.

How the Gambling Commission s performing: the views of witnesses

Very few of our witnesses were prepared to say that the Gambling
Commission does a good job, with a fair balance between permitting
gambling and protecting the licensing objectives; but the criticisms were
predictably different, depending on the witnesses. For example, the
criticisms from BACTA?*® included: “fails to understand business
pedantic, disproportionate and dismissive ... tendency towards regulatory
creep ... bureaucratic, unreasonable (particularly on time scales) and lacking
in industry knowledge ...” A particular complaint was that

“the Commission now interprets the third licensing objective to protect
children and vulnerable far more widely than intended. On a natural
reading of the principle it would indicate that there is a particular onus on
considering for the purposes of the legislation, those who are identifiably
and specifically vulnerable. That would include for example not only
children but vulnerable adults such as those with learning difficulties,
mental illness or affected by substance misuse. The Commission
currently reflects a view that everyone is vulnerable to gambling-related
harm and therefore the entire population is covered by this principle.
As a result policy proposals from the Commission that have, as their
intent, the putative protection of the vulnerable, are applicable to the
population as a whole—most of whom gamble perfectly safely ... ”

Individual gamblers criticise the Commission from a very different
perspective. Since we started our inquiry a number of people have written to
individual members of the Committee, and to our staff, about their gambling
problems. A common theme is that they have problems getting any, or any
satisfactory, response from the operator, so they write to the Gambling
Commission to ask it to intervene on their behalf, and the reply they receive
(if indeed they do receive one which, we are told, is not always the case) is at
best unhelpful, explaining that the Gambling Commission is unable to act
on their behalf.
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Mr Parente told us: “I have spoken to the Gambling Commission on
numerous occasions, not for myself but for victims, and there is no support,
no feedback and no help. If operators fail and get fined, they will fail again
and get fined again. There has to be an element of accountability for their
actions.”?®! Alex Macey, one of our witnesses with lived experience, felt
that the Gambling Commission “is not interested in assisting.” “If you
complain to the Gambling Commission, you think there will be some
accountability—but there is not, so you complain to an operator and there is
rarely accountability from them. So where do you turn if you have no money
and you cannot afford a solicitor to go to court? You have nowhere to turn.”2%?
This is one of the commonest complaints we have heard; we attempt to deal
with it in the following chapter.

A further criticism, from Gambling with Lives, was that the Gambling
Commission did not see it as part of its job to warn the public about the
dangers of gambling. “The Gambling Commission did [accept that gambling
is dangerous], but it did not see it as part of its job to warn people; that was
the job of the charities?®® ... The Gambling Commission said that its job is
to identify a particular risk from a particular product or a particular level
or style of gambling, but then it thinks that all it needs to do is talk to the
operators.”?%4

This is an area where the functions of the Commission are limited by statute.
As it accepts, its duties include the protection of the interests of consumers
and preventing harm to consumers and the public; but this refers to the body
of consumers. It can take notice of the complaints of individual consumers
only to the extent that they are evidence of a failure by an operator, or a failure
of the system, towards the body of consumers. It has no power to intervene
in disputes between operators and their customers except in that context. As
the Commission told us, “If we receive complaints about a regulatory issue
... we can investigate to see if it warrants enforcement action, but we cannot
typically recover money for individual consumers.”?%> That is a failure, not of
the Commission, but of the system.

Professor Orford was one of very few witnesses prepared to say that the
Gambling Commission was doing a good job, but even he had to qualify this:

“The other thing is that we have a very inadequate and unsatisfactory
regulation system here. I hesitate to say that because I think the
Gambling Commission does very good work. But the system we have of
the Gambling Commission, GambleAware, and what is now called the
Advisory Body for Safer Gambling, working together, and government
really taking a backseat and saying, “We want you to get on with it”, is a
thoroughly unsatisfactory system.”2¢°

The view of this Committee

The work of the Gambling Commission is central to the wide liberalisation
of the gambling regime created by the Act. If the industry’s freedom under
the Act is not to be abused, if vulnerable people are to be protected, the
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regulator has to be alert, dynamic and proactive. Despite the statutory
constraints under which it operates, the Commission has very wide powers.
It can if necessary impose stricter regulation by adding more stringent
licence conditions either on all operators, or on all in a particular category,
or on individual operators, so long as these are objectively justified and do
not discriminate between different operators.

The Commission has this year made three significant changes to the LCCP:
it has limited the number of organisations to which operators can pay their
voluntary levy;?®’ it has banned the use of credit cards for gambling; and
it has made membership of GAMSTOP compulsory.>®® All of these are
highly desirable changes which we fully endorse. But it is hard to escape
the impression that these changes have been made as a reaction to external
pressure. This is particularly true of the ban on the use of credit cards, which
many have been calling for for a long time. A number of the changes we
are recommending can be made simply by amendments to the LCCP. We
expect the Gambling Commission to make these changes very soon after we
report, but they are changes which a more proactive Commission might have
considered making without our intervention.

Enforcement is another area where, as we have explained, there has been
a very significant and welcome change in the attitude adopted by the
Commission. Again, its increasing willingness to make better use of its very
wide powers has perhaps been a reaction to anticipated criticism rather than
a recognition of the need to keep gambling operators compliant with their
obligations.

The relationship between a non-departmental public body and its sponsoring
department is not always easy. In exercising its statutory functions, especially
of licensing and enforcement, the Commission must be, and be seen to
be, entirely independent. Yet DCMS, as the department with primary
responsibility for gambling, also plays a major role. As we have explained,
the funding of the Commission is dependent on DCMS. On matters like
the lowering of the maximum stake for FOBTs, the Commission can advise
but only Ministers can act. We explain in Chapter 8 how the views of the
Commission on the introduction of a mandatory levy have been disregarded
by DCMS Ministers.

The Commission prepares an annual report which it submits to Parliament.
This could be debated in either House, but usually is not. It could be
considered by the Commons DCMS Committee,?*® which could take
evidence from the Commission and others, and report on its performance
over the previous year; but it has not done so, certainly in the recent past.
The report of the NAO published in February this year?”® was a one-off.
The promised Government review of gambling, if and when it takes place, is
not intended to concentrate on the Commission. We believe there is a need
for a mechanism for a regular assessment of the past performance of the
Commission from which lessons can be learned which will improve its work
in the future.

267 See Chapter 8, paragraph 563.

268 See Chapter 5, paragraph 368.

269 Or, before the session 2017-18, its predecessor, the Select Committee on Culture, Media and Sport.
270 See paragraph 198.
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239. The Government should conduct a triennial review of the work of
the Gambling Commission, taking evidence from a wide range of
interested persons and bodies, and prepare a report to Parliament on
the past performance of the Commission, on lessons to be learned for
the future, and on any changes which may be needed to its constitution
or to the law governing it.

Licensing of affiliates

240. The Advertising Standards Authority (ASA) defines affiliate marketing
as follows: “Affiliate marketing is a type of performance-based marketing
where an affiliate is rewarded by a business for each new customer attracted
by their marketing efforts, usually with a pre-agreed percentage of each sale.
Affiliates typically place ads and links online that direct consumers to the
website of a company.” In the context of gambling, the reward of an affiliate
is often proportionate to the losses incurred by the customers it attracts to
the operator with which the affiliate has a contract.

241. Alex Macey, a police officer who had suffered an addiction to gambling since
the age of 11, and in particular since he joined the police in 2003, said in
written evidence: “I had received a bombardment of emails and texts from
companies I had never even signed-up with. Whilst it was apparent that the
minority of this marketing were directly from the licence holders the majority
clearly seemed to be from affiliates of the licence holders.”?”! He expanded
on this in oral evidence:

“I could show you my phone today, and there would be between five and
10 emails from affiliates that have no permission to contact me. I do not
even know who they are. It is quite hard to track down who they are, and
they are linked to the main companies again. Funnily enough, I wrote
to a company and told them: “You have sent me marketing material
after I self-excluded”. They agreed that it was wrong and gave me a
refund. I had to sign a bit of paper saying that I would not tell anyone
about it; fine. A month later, an affiliate sent me another text from this
company—so, the same company, after I had signed this non-disclosure,
sent me another text message. They have no control of their affiliates’
behaviour.”?"

242. When we took evidence from the main gambling operators,?”> we asked

them how they could justify using third parties to drive customers to
their companies. Dan Taylor, the Chief Executive Officer of Paddy Power
Betfair, explained that they had a small number of affiliate partners; they
had reduced that number by 50% over the previous 12 months because they
did not approve of the way the affiliates operated. He added that he would
welcome a licensing regime for affiliates to ensure that they were held to
the highest possible standards. He “would expect it to come through the

271 Written evidence from Alex Macey (GAMO0058)

272 Q 58 (Alex Macey)

273 Kenny Alexander, CEO of GVC; Ulrik Bengtsson, CEO of William Hill; John Coates, Joint Chief
Executive of Bet365; Conor Grant, Chief Operating Officer of Sky Betting and Gaming; Dan Taylor,
Chief Executive of Paddy Power Betfair; together with Brigid Simmonds, Chair of the Betting and
Gaming Council. Paddy Power Betfair is a division of Flutter Entertainment plc. Sky Betting and
Gaming is a wholly owned subsidiary of The Stars Group, which is listed on the Toronto stock
exchange. On 5 May 2020 Flutter Entertainment plc merged with The Stars Group. Paddy Power
Betfair and Sky Betting and Gaming are therefore now part of the same group, though they were not
at the date when they gave evidence to this Committee.
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Gambling Commission and to be regulated as any other part of the industry
would be.”?™

Conor Grant, Chief Operating Officer of Sky Betting and Gaming, replied:
“At Sky Betting & Gaming, we closed our affiliate scheme in 2017 because we
were equally concerned. Since then, we have signed 12 larger media partners,
as we call them.” When pressed, he accepted that the “media partners” were
doing the same work as affiliates, but added that his company had changed
the way it worked: “Historically, if you joined the site and lost £100, the
affiliate would have had a cutback of that. Today, the media partner gets
a fixed fee and no further revenue as a result.”?”” The CEOs of Bet365,
William Hill and GVC all admitted that their companies still used affiliates,
some at least of which were paid on the basis that they benefited when the
player lost a bet.?"¢

We heard this evidence on 4 February 2020. On 21 February we received
a submission from a body called the Responsible Affiliates in Gambling
(RAiG).?" They explained that they wrote “having taken note of comments
already made by the Committee’s participants.” Although this submission
arrived over six months after the deadline, we accepted it as written evidence.

RAiIG was set up in May 2019 by three of the largest affiliates “to foster
wider initiatives in the UK affiliate market to promote social responsibility
and help create a safer gambling environment for consumers.” A condition
of joining the association is that each member will be subject to an annual
social responsibility audit. Although the RAiG evidence does not mention
who conducts this audit, their website tells us that it will be conducted by
Gambling Integrity, a body whose clients include William Hill, Sky Betting
and Gaming, and GVC.

RAIG estimate that there are “tens of thousands of affiliates operating in
the UK market. The vast majority of these will be very small indeed, often
individuals who promote gambling on social media. At the other end of the
spectrum are listed and multi-million pound companies such as those who
established RAiG.” They state: “It is widely accepted that affiliates deliver
between 30%—-50% of acquisition to operators in the UK and collectively,
members of RAiIG reach millions of unique customers each month via their
websites and products.”?"®

Affiliates are not individually licensed. They are regulated by the ASA,
but not by the Gambling Commission, whose involvement is only indirect.
Mr McArthur told us: “We have made it extremely clear to our operators that
they are personally accountable for the actions of affiliates, so they cannot
say, as some tried a little while ago, “We could not possibly control this,
because it is all being done by affiliates. Although it is done in our name, it
is done without our knowledge’ ... We are holding the operators to account,
and we have fined operators for not controlling their affiliates.”?”

The submission of the RAIG of course argues that they are sufficiently
regulated. Among many arguments, they point out that “the [Gambling]

274 Q 132 (Dan Taylor)

275 Q132 (Conor Grant)

276 Q 132 (John Coates, Ulrik Bengtsson and Kenny Alexander)
277 Written evidence from RAiG (GAMO0113)

278 Ibid.

279 Q 154 (Neil McArthur)
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Commission’s compliance policy has led to thousands of affiliate relationships
being terminated because the operators could no longer be satisfied that
some of the affiliates they were working with were sufficiently compliant.
RAIG believes that these actions have already had a major impact and it
again begs the question of how much additional impact licensing would
have when taken together with the existing regulations.” They suggest
that “improvements could be made by better enforcement of the current
regulations and rules rather than introducing a licensing regime.” They note
that the Gambling Commission has no plans to introduce a licensing regime
for marketing affiliates and they add the disinterested observation that to do
so would “create a huge burden on the regulator”.?8°

249. It is clear from the evidence of Mr Macey and our other witnesses with lived
experience that many of the contacts with gamblers who have self-excluded
come from affiliates of the operators. We agree with Kenny Alexander, the
CEO of GVC, who when asked whether affiliates should be licensed by the
Gambling Commission, replied: “Absolutely—they should be under the
same sort of controls and regulations as operators”.?8! If, as we believe, the
licensing of affiliates is necessary, the fact that this would undoubtedly be
an additional burden on the Gambling Commission, involving perhaps the
creation of a new category of licence, is no reason for not doing so.

250. We recommend that affiliates should be licensed by the Gambling
Commission before they can enter into contracts with gambling
operators, and that operators should not be permitted to enter into
contracts with unlicensed affiliates.

The house edge

251. The Gambling Commission currently requires online operators to include
“information that may reasonably be expected to enable the customer to
make an informed decision about his or her chances of winning” for virtual
gambling games such as online roulette.?8? This information is almost always
displayed as what is known as the “return-to-player” percentage, e.g., “’This
game has an average percentage payout of 90%”7, meaning that for every £100
bet, on average £90 will be paid back out as prizes. However, the Gambling
Commission regulations also allow this information to be displayed as the
“house-edge” percentage, e.g., “This game keeps 10% of all money bet on
average”, meaning that gamblers will on average lose £10 for every £100 bet.

252. A return-to-player of 90% and a house-edge of 10% are therefore factually
equivalent, but psychologically they are quite different. Dr Ludwig,
Dr Newall, and Dr Walasek told us that research they had conducted
showed that gamblers think they will have a better chance of winning when
given return-to-player information than when given equivalent house-edge
information. They surveyed 363 online roulette games across 26 major
operators and found 357 games with return-to-player statements and none
with house-edge statements. Return-to-player statements were further
hidden in dense blocks of text on obscure help screens, with 95.5% of

280 Written evidence from RAIG (GAMO0113)
281 Q 132 (Kenny Alexander)
282 Gambling Commission, Remote gambling and software technical standards (June 2017) p 12: https:/

www.gamblingcommission.gov.uk/PDF/Remote-gambling-and-software-technical-standards.pdf
[accessed 18 May 2020]
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statements using the smallest text size on the screen, and 99.7% using the
lowest level of text boldness.?®?

This plainly does not conform with the licensing objective of “ensuring that
gambling is conducted in a fair and open way”; nor does it comply with
the Gambling Commission regulations which require “information that may
reasonably be expected to enable the customer to make an informed decision
about his or her chances of winning”.?®* The flexibility on how to display
this information has been exploited by an industry-wide strategy of only
displaying hidden and confusing return-to-player statements.

Licence conditions should require the proportion of the stake retained
by the house to be displayed prominently and clearly, in simple terms,
on each gaming machine in all gambling premises, and in remote
gambling.

Regulation by local authorities

In England and Wales, for 500 years the licensing of premises for the sale of
alcohol was a function of justices of the peace.?®> The Licensing Act 2003
transferred this function to new licensing committees of local authorities.
The policy for this was contained in a White Paper published in 2000,%*° and
it is no surprise that the Budd review which reported in July 2001, considered
“that the same arguments apply to gambling premises”, and recommended
thatthe same transfer should apply to the licensing of premises for gambling.”287
It is therefore the licensing committees of local authorities which license
premises for gambling.

We have explained in the previous chapter how the liberalisation of gambling
has led to the proliferation of betting shops on high streets, and we referred
to the evidence of the Estates Gazette that this has in turn led to “bunching”,
with almost 700 units on the same high streets as other bookmakers.?®® The
Local Government Association have also drawn attention to this issue,
which they refer to as the “clustering™ of betting shops, and have pointed out
to us that licensing authorities have a contradictory mix of powers under the
Gambling Act, with the ability to bar the opening of local casinos, but no
real power to prevent the opening of other premises. “Due to the statutory
‘aim to permit’,?® licensing authorities are unable to prevent the opening
of certain gambling premises in their areas even if they feel that they are
already saturated with them. There should be more local flexibility within
the Act for democratically elected councillors to make such decisions if they
can be shown to be in the interests of the local economy and community.”?%°
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Written evidence from Dr Elliot Ludvig, Dr Philip Newall and Dr Lukasz Walasek (GAMO0089)
Gambling Commission, Remote gambling and software technical standards (June 2017) p 12: https:/
www.gamblingcommission.gov.uk/PDF/Remote-gambling-and-software-technical-standards.pdf
[accessed 18 May 2020]

Originating with the Vagabonds and Beggars Act 1494.

Home Office, Time for Reform: Proposals for the Modernisation of our Licensing Laws, Cm 4696,
April 2000

Gambling Review Report, paras 18.16—-18.21

Written evidence from Estates Gazette (GAMO0005)

A reference to Gambling Act 2005, section 153(1), which requires a licensing authority to “aim to
permit the use of premises for gambling” if they think it is consistent with codes of practice and
guidance issued by the Gambling Commission, with the licensing objectives, and with their own
licensing policy statement.

Written evidence from the Local Government Association (GAMO0057)
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257. Leeds City Council were keen to have more local autonomy:

“The Council would welcome more control, such as the ability to control
numbers in a given area, for example in the same way as cumulative impact
areas work for the Licensing Act 2003. This would prevent the proliferation
of any single type of gambling premises in an area—such as betting shops,
AGCs or bingo halls, which not only have an impact on the local high
street but also seem to accumulate in deprived areas. The Council would
also welcome the ability to incorporate local conditions and requirements
into the Statement of Licensing Policy to control matters such as single
staffing, window displays, visibility of gaming and gambling machines,
etc. to promote the protection of children and vulnerable people.”?*!

258. Gerald Gouriet QC expressed similar views:

“It is something of a myth that giving the licensing function to local
authorities has resulted in ‘local licensing control’. The control that
most licensing authorities would like to exercise is the refusal of a licence
for a betting shop or adult gaming centre on the simple ground: “the
local community doesn’t want it”. Licensing authorities do not have that
power—although licensing justices under the repealed legislation did.
Even if (as is frequently the case) substantial numbers of local people
strongly object to the grant of a new licence for gambling premises on
the perfectly rational ground that the high street already has enough
of them and the local community doesn’t want any more, that is not a
lawful ground for rejecting an application made in accordance with the
2005 Act.”?*?

259. We agree. We accept that to give local authorities such a power in respect of
the licensing of premises for gambling would be a reversal, not only of the
general “aim to permit” philosophy which underpins the Act, but also of the
prohibition on licensing committees having regard to “the expected demand
for the facilities which it is proposed to provide.”?** It would not however be
inconsistent with the Budd report which, having recommended the abolition
of the demand test, went on to say: “We recommend that in determining
whether the location for gambling premises is appropriate the local authority
should have regard to the general character of the locality and the use to
which buildings nearby are put.”?%*

260. We believe such a change would be justified. The interests of the operators
should not be the only significant factor in a decision on where a betting
shop is located. Local authorities should be able to decide not just on the
basis of “what is good for the punter”,?®> but what is good for the community
as a whole. In this respect licensing committees should have the same powers
as they do when licensing premises for the sale of alcohol.

261. The Act should be amended to give licensing committees deciding
on the licensing of premises for gambling the same powers as they
already have when deciding on the licensing of premises for the sale
of alcohol.

291 Written evidence from Leeds City Council (GAMO0038)
292 Written evidence from Gerald Gouriet QC(GAMO0045)
293 Gambling Act 2005, section 153(2)
294 Gambling Review Report, para 21.13
295 Gambling Review Report, para 20.31
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CHAPTER 5: GAMBLING-RELATED HARM

The scale of the issue

The Gambling Commission, in its 2020 annual report on Gambling
participation in 2019: behaviour, awareness and attitudes,*®® defines problem
gambling as “behaviour related to gambling which causes harm to the
gambler and those around them. This may include family, friends and others
who know them or care for them.” The Commission uses two measures
to estimate the prevalence of problem gambling. The first is a survey
conducted by NHS Digital, but recent figures are available only for England
since questions were not included in the surveys for Wales and Scotland.
According to Health Survey England 2018, 2.7% of adults were considered
low-risk gamblers (gamblers who experience a low level of problems with
few or no identified negative consequences), and a further 0.8% were classed
as moderate-risk gamblers (gamblers who experience a moderate level of
problems leading to some negative consequences). But 0.5% of respondents
were classified as problem gamblers who gamble with negative consequences
and a possible loss of control.?®”

The Commission also tracks problem gambling data using its telephone
survey, which acts as a more regular and up to date measure for identifying
any changes in problem gambling trends. Respondents are categorised as
either a problem gambler (0.6%), moderate-risk gambler (1.2%), low-risk
gambler (2.7%), or non-problem gambler. The Commission believes that
the Health Survey provides “the most robust estimates of problem and at-
risk gambling due to the use of a high quality random probability sampling
approach [and] a large sample size”.

The Government’s written evidence, submitted in September 2019, is based
on the 2016 survey, and their estimate is that:

“0.7% of the adult population, or approximately 340,000 individuals,
are problem gamblers ... confidence intervals are relatively broad, but
we can be 95% confident that the actual figure is between 250,000 and
460,000 adults. Rates of problem gambling have been relatively stable
at under 1% for many years. The 2015 Health Survey figures showed a
problem gambling rate of 0.8%, but the fall between 2015 and 2016 is
not statistically significant.”?%®

The same survey figures equate to some 1.8 million gamblers who are at low
or moderate risk.
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Gambling Participation in 2019: behaviour, awareness and attitudes, Annual report

Supplementary written evidence from the Gambling Commission (GAMO0116): “The Health Survey
England 2020 fieldwork is taking place this calendar year, and the Welsh Problem Gambling Survey
(as part of the National Survey for Wales) from April 2020—March 2021. Regrettably, the Scottish
Government have not provided space for questions on gambling in the Scotland Health Survey in
2020 but we hope that this will be possible for 2021. At this stage we are not aware of when the NHS
in England plans to publish the gambling data from HSE 2020, but if it follows the same pattern as the
2018 HSE release, we could expect this to be published by them around December 2021. The Welsh
Government will publish the first tables of National Survey results in June 2021, and the dataset on
the UK Data Archive in September 2021.”

As explained in paragraph 262 above, the estimate in the 2018 Health Survey was 0.5%, but this
difference too is not statistically significant.
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265. These figures are sometimes disputed, and the size of the samples criticised.?*’
It has been suggested that newer methodologies such as expenditure tracking
might in future provide more reliable figures on how many people are
harmed by gambling. But what is beyond dispute is that there are a very
large number of individuals afflicted by problem gambling, and a still much
larger number who are at risk of joining their ranks. It is also more common
among males than females, and the problems continue at every age, as the
following figure shows:

Figure 5: Distribution of problem gamblers in Great Britain by age and
sex

Men aged between 25 and 34 are most likely to be problem gamblers
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Note: Prevalence figures are the percentage of people in each age and sex grouping estimated to be problem gamblers.

Source: National Audit Office, Gambling regulation: problem gambling and protecting vulnerable people (28
February 2020) p 18: hitps://fwww.nao.org.uk/wp-content/uploads/2020/02/Gambling-regulation-problem-
gambling-and-protecting-vulnerable-people.pdf [accessed 23 April 2020]

266. Problem gambling is still most common among younger gamblers. Among
boys of 11-16, 2.0% are classified as problem gamblers; the only age group
with a higher percentage of problem gambling is 25-34 year old men, at
2.4%. For girls of 11-16, while the problem gambling rate at 0.7% is lower
than for boys, this is over double the rate of any other female age group.>°°

267. It is also clear that there is considerable geographical variation in problem
gambling. It is higher in Scotland (0.9%) and in Wales (0.8%) than in England
(0.7%), but the most striking variations are between the English regions.
The rate is highest in the North East and in the West Midlands (both 1.1%);
in London it is 0.9%, but only 0.3% in the South East and 0.2% in the South
West.?! A study commissioned by Leeds City Council in 2016 found that
there were approximately 10,000 problem gamblers in Leeds (1.8% of the
adult population) and a further 30,000 at risk (5.5%).2°2 The Leeds figures
have to be approached with some caution, since the definitions used were
not identical, and research has indicated that the mode of administration

299 E.g. in written evidence from Geoff Banks (GAMO0003).

300 See paragraph 420, Table 12.

301 Gambling behaviour in Great Britain in 2016, evidence from England, Scotland and Wales, p 78
302 Written evidence from Leeds City Council (GAMO0038)
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of a prevalence survey can affect the results obtained. But on any view they
demonstrate a much higher level of problem gambling in Leeds than the
average for England.

There are other variations in distribution. Research shows that 11.6% of the
homeless population experience gambling-related harm, over 10 times the
rate in the general population.?®® Other research demonstrates that rates of
problem gambling among prison inmates in the UK are between 12 and 24
times greater than those recorded in general population surveys.>** Analysis
of British Gambling Prevalence Survey data found that those in the lowest
income quintile were spending an average of 12—-14% of their net income
on gambling, compared to only 2% or less in the highest quintile. Problem
gambling is more common in those on lower incomes and among black and
ethnic minority groups in Britain.?%

British Gambling Prevalence Survey

All the witnesses who have spoken to us about the available data have
without exception criticised the lack of reliable data and the urgent need
for more research. The British Gambling Prevalence Survey (BGPS) was
a nationally representative survey of participation in gambling and the
prevalence of problem gambling in Great Britain. Three surveys were carried
out in the series—in 1999 (commissioned by GamCare) and in 2007 and
2010 (commissioned by the Gambling Commission). The aims of the BGPS
were to measure the prevalence of participation in all forms of commercial
and private gambling (including estimates of expenditure and information
on venue); estimate the prevalence of problem gambling and look at which
activities have the highest prevalence of problem gamblers; investigate the
socio-demographic factors associated with gambling and with problem
gambling; and to assess attitudes towards gambling.3°

Since 2010 the BGPS has not been repeated, but instead the Gambling
Commission has funded the regular inclusion of a less detailed set of
questions roughly every two years in the Health Survey England (HSE)
and the Scottish Health Survey (SHeS). The Gambling Commission has
also commissioned separate surveys of gambling behaviour in Wales. These
studies have been used together to report on gambling behaviour in Great
Britain. However, the reduced length of the questionnaire that can be
included in HSE and SHeS compared with the BGPS means that detailed
evidence on key topics has not been collected more recently. For example,
detail from BGPS about specific engagement in gambling activities, such as
frequency and expenditure, was used to produce valuable evidence about the
proportion of spend attributable to problem gamblers. Detail has also not
been collected on modes of access or types of product preferences. Other
topics covered in BGPS included areas such as motivation, attitudes and
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Steven Sharman, Jenny Dreyer, Mike Aitken, Dr Luke Clark and Dr Henrietta Bowden-Jones, ‘Rates
of Problematic Gambling in a British Homeless Sample: A Preliminary Study’, Fournal of Gambling
Studies, vol 31(2), (2015), pp 525-532: https://www.researchgate.net/publication/259877368_ Rates
of Problematic_Gambling in_a_British Homeless Sample A_Preliminary Study [accessed 8 June
2020]
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Written evidence from Professor Jim Orford (GAMO0019)

Written evidence from the NatCen for Social Research (GAMO0066), quoting from NatCen Social
Research prepared for the Gambling Commission, British Gambling Prevalence Survey 2010

(February 2011): https://assets.publishing.service.gov.uk/government/uploads/system/uploads/
attachment_data/file/243515/9780108509636.pdf [accessed 18 May 2020]
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gambling histories, including initial experience, behaviour change and help
seeking, all of which provided valuable evidence for policy makers.?°”

271. We recommend that the British Gambling Prevalence Survey be
reinstated as a first step towards understanding how gambling and
gambling prevalence are changing in the UK.

Longitudinal surveys

272. This, however, would only be a first step. Prevalence surveys rely on
retrospective and subjective self-reports, and generally cannot be done
with more than a few thousand participants at one time. This means that a
prevalence survey cannot usefully answer the question of gambling-related
suicide or mortality. Even a sequence of prevalence surveys would generally
only be considered a repeated cross-sectional design and not a longitudinal
study. Methodologies that can survey a broader range of the population,
or that can provide objective measures of gambling involvement and harm,
should be considered if they emerge.

273. A longitudinal study is a study that tracks the same individuals over time,
such as the 1958 National Child Development Study which follows lifetime
outcomes for an initial sample of 17,415 people born in England, Scotland
and Wales in a single week of 1958.%°% By contrast, the three British National
Gambling Prevalence Surveys effectively follow a “repeated cross-sectional”
design, since new people are predominately sampled at each time point. Both
methodologies should be equally effective for some research questions, such
as estimating the proportion of the population who are problem gamblers.
Longitudinal studies, however, are uniquely capable of probing causal factors
such as why some people are more likely to become problem gamblers, since
data can be collected from the same person over all stages of the lifespan.

274. Dr Heather Wardle, Assistant Professor at the L.ondon School of Hygiene and
Tropical Medicine, stated that an excellent longitudinal study was needed:
“If it is developed in accordance with the most robust methodology, the first
year would essentially be a re-run of something like the British Gambling
Prevalence Survey, so it would provide that up-to-date information and
data.”*? Professor Orford added that “we were in the lead internationally at
one time. I think we were the first country in the world to have a succession
of three proper British National Gambling Prevalence Surveys, and although
good data are being collected there are things that a prevalence survey can
do that health surveys cannot do.”3!°

275. The Government has until now not been very much involved in any surveys
into the prevalence of gambling-related harm, but told us:

“The government is also committed to creating a better understanding
of gambling-related harms so it can determine how best to prevent harms
from occurring and support those negatively impacted by gambling-
related harms. Public Health England (PHE) has been commissioned by
government to undertake a comprehensive independent evidence review
on the public health harms of gambling. This is the first ever review of

307 Written evidence from the NatCen for Social Research (GAMO0066)

308 UCL Centre for Longitudinal Studies, ‘1958 National Child Development Study’: https://cls.ucl.
ac.uk/cls-studies/1958-national-child-development-study/ [accessed 18 May 2020]

309 Q 19 (Dr Heather Wardle)

310 Q 19 (Professor Jim Orford)
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evidence on the public health harms relating to gambling in England
... In addition, the National Institute for Health Research (NIHR) has
commissioned a complementary review of the effectiveness and cost-
effectiveness of existing policies and interventions for reducing gambling-
related harms. Both reviews will provide an independent review of the
existing research in this area to establish what is known, where there are
clear gaps in the evidence, and to provide the best available evidence
to support national and local policy and decision making in addressing
gambling-related harms.”>!!

The Government should commission a longitudinal survey to trace
how and why individuals become problem gamblers, the actions they
take, the treatment they receive, and the outcomes associated with
problem gambling.

The value to the industry: the greater the problem, the higher the
profit

The value of problem gamblers to the industry is illustrated by the following
chart. It is limited to online gambling, and taken from a publication dated
August 2018, and some of the figures come from the 2015 Gambling
Commission Gambling Addiction Survey. There is however no reason
to suppose that the figures have changed significantly. The 2.66% of the
population who are low-risk gamblers contribute 17% of the industry’s
profits. A further 17% is contributed by the 1.03% who are moderate-risk
gamblers, while the problem gamblers, on this measure 0.8%, contribute an
astonishing 25%.

Figure 6: Percentage of online gambling industry profits derived from
each category of gambler

| Non-problem gamblers B Low-risk gamblers B Moderate-risk gamblers B Problem gamblers

311 Written evidence from HM Government (GAMO0090). Both reviews were to have reported in March

2020, but in Supplementary written evidence from HM Government (GAMO0135) (29 April 2020)
Ministers explained that as a result of Covid-19, publication of the NIHR report could be expected “in
the coming months”, but the PHE review would be delayed until “later in 2020 or early 2021”.


https://committees.parliament.uk/writtenevidence/218/html/
https://committees.parliament.uk/writtenevidence/2990/html/

CHAPTER 5: GAMBLING-RELATED HARM

Source: ResPublica, Online Gambling: Addicted to Addiction by Tim Cowen and Phillip Blond (August 2018)

p 12: hitps:/fwww.respublica.org.uk/wp-content/uploads/2018/08/Online- Gambling-Addicted-to-Addiction.

pdf [accessed 23 April 2020] Howard Reed of Landman Economics calculated this data using the number of days
and the amount of money spent on online gambling, using Table 13 in PWC prepared for Gamble Aware, Remote
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Gambling Research: Interim report on Phase II (August 2017) p 43: hitps://about.gambleaware.org/media/1549/

gamble-aware_remote-gambling-research _phase-2_pwc-report _august-2017-final.pdf [accessed 4 Fune 2020],

and combining this with Tables 3.3 and 4.5 in NatCen Social Research, Gambling behaviour in Great Britain in
2015, Evidence from England, Scotland and Wales (August 2017): hitp://natcen.ac.uk/media/1464625/gambling-

behaviour-in-great-britain-2015.pdf [accessed 4 Fune 2020]

The wider impact of gambling harms

278. The National Strategy to Reduce Gambling Harms 2019-2022° defines

“gambling harms” as “the adverse impacts from gambling on the health and

wellbeing of individuals, families, communities and society.” These harms

are thus not limited to harms caused to problem gamblers or to those at risk of

becoming problem gamblers; other gamblers can also suffer harms and cause
harms to others.?’*> Nor are the harms limited to the gamblers themselves,
their families and friends. Other individuals, banks and companies may be

unable to recover money lent by them or stolen from them. There will be a
wider cost to society for health and treatment, welfare and employment, lost

tax receipts, benefit claims, homelessness, the NHS and the criminal justice

system.

279. The Gordon Moody Association, with their long experience of treating

problem gamblers, wrote:

“The cost to society should not only be counted in terms of the financial
cost to an individual. Impact on their loved ones and family members
should also be measured in terms of the devastating impact it can
have on their own mental health, physical health, family relationships,
employment and quality of life—thus demonstrating the wider social

impact of problem gambling.”3!*

280. The cost to individuals is often unquantifiable, but the cost to society can
be quantified within very broad limits. In December 2016, the Institute for

Public Policy Research (IPPR) published research, funded by GambleAware,

on the cost of gambling-related harm to Great Britain. The report estimated
that the direct cost of problem gamblers to the public purse was between

£260 million and £1.2 billion per year. That report was the first attempt to

provide an estimate; the estimates are wide, and the availability of relevant
data was limited. The authors are at pains to say that the findings “should not
be taken as the excess fiscal cost caused by problem gambling. Instead, they

should be taken as an #llustrative estimate for the excess fiscal costs incurred

by people who are problem gamblers, beyond those that are incurred by
otherwise similar members of the population.” Nevertheless this provides a
picture of which parts of Government absorb the largest costs of gambling-

related harm, as set out in the table below:

312 Gambling Commission, National Strategy to Reduce Gambling Harms (25 April 2019) p 6: https://www.
reducinggamblingharms.org/asset-library/national-strategy-to-reduce-gambling-harms.pdf [accessed

28 April 2020]

313 Some estimates suggest the typical problem gambler affects six others on average: Belinda
Goodwin, Matthew Browne, Matthew Rockloff and Judy Rose, ‘A typical problem gambler affects
six others’, International Gambling Studies, vol. 17(2) (2017): https://www.tandfonline.com/doi/
full/10.1080/14459795.2017.1331252?casa_token=K_RE8bZ7 eYAAAAA%3AnV9ctFc0enGv7mn3

P85]2784]J6dxjSD-Eim6tMUQWBwu7Ah-svDtgx]8m zVODKY]JpldIkwZ1Pkp39Y [accessed 18 May

2020]
314 Written evidence from the Gordon Moody Association (GAMO0032)
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Table 9: The cost to the public purse resulting from problem gambling,

England and Great Britain

Department/Interaction Cost range Cost range

England Great
only Britain

£million £fmillion

Health

Hospital inpatient services 110-290 140-610

Mental health primary care 10-20 10-40

Secondary mental health services 20-50 30-110

Welfare and employment

Jobseeker’s claimant costs and lost labour tax 30-80 40-160

receipts

Housing

Statutory homeless applications 10-30 10-60

Criminal justice

Incarcerations 30-90 40-190

Source: Institute for Public Policy Research (IPPR), Cards on the Table, The cost to government associated with
people who are problem gamblers in Britain (December 2016) p 47: hitps://www.ippr.org/files/publications/pdf/
Cards-on-the-table_Decl6.pdf [accessed 22 April 2020]

281.

282.

283.

Among the witnesses who emphasised to us the wide effect of gambling-
related harms, and the danger of overlooking them, were Dr James Banks,
whose research highlighted how family members “experience significant and
sustained gambling-related harm across multiple domains. Family members
highlight how they need help and support to assist in both addressing their
loved one’s problem gambling and their own needs.”?'> Dr Wardle explained
how “prevalence rates of problem gambling ... are measuring problem
gambling in terms of clinical symptoms and behaviours rather than the
harms (and distress) experienced among the wider population ... . Review
of problem gambling screening instruments show they do not capture this
broader range of harms simply because they do not ask about them all.”*!¢

Professor Orford told us that “In the 2010 British Gambling Prevalence
Survey 3.8% said Yes to the question: In the last 12 months, has any close relative
of yours (including partner) had a gambling problem? That gives an estimate of
over one and a half million people in the country as a whole, and it excludes
children under 16 with parents with gambling problems.”3!"

The fullest list of associated harms was provided by Dr Carolyn Downs,
who told us that from the first UK study exploring the relationship between
gambling and debt “the stark conclusion was that for each individual with
a gambling problem between four and eleven other people or organisations

315 Written evidence from Dr James Banks (GAMO0033)
316 Written evidence from Dr Heather Wardle, Professor Gerda Reith, Professor Robert D Rogers and

Erika Langham (GAMO0043)

317 Written evidence from Professor Jim Orford (GAMO0019)
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were directly socially and economically adversely affected.” The study
identified the following social and economic impacts:

Relationship difficulties up to and often including relationship
breakdown

Intimate partner violence and domestic violence were commonly
reported by participants

Problem gamblers reported disengaging from family life
Personality changes (short-tempered, aggression, withdrawn)

Shame and social exclusion of family members when they discover
levels of debt or crime caused by their loved one

Family members unaware of problem gambling of loved one until loss
of home/arrival of bailiffs/arrival of police to arrest problem gambler

Social exclusion through poverty
Damage to communities from clusters of betting shops/arcades

Children of problem gamblers changing school as a result of eviction
and having education disrupted.

Mental and physical health problems for both the problem gambler and
family members

Low self-esteem among problem gamblers

Staff at betting shops/arcades experience abuse or violence from
disgruntled gamblers.>!®

284. The importance of not ignoring these wider effects of problem gambling was
emphasised by Dr Luke Clark, who gave evidence to us by video link:

285. We think this a point worth emphasising. Gambling-related harm is often
thought of as being limited to problem gamblers and those at risk of becoming

“The research over the past five or so years has shown quite convincingly
that there is a much wider spectrum of harm spread throughout the
population. These examples of milder harms that would not traditionally
be called symptoms could be an inability to pay debts, sleep difficulties
through worrying about gambling, selling personal belongings and
items to support gambling, and a range of effects on significant others.
There are so many more mildly affected individuals in the population
experiencing those harms that the actual majority of the harm in the
population is attributable to those individuals who do not meet clinical
thresholds.”3!?

so. This research shows that this is far from the case.

318 Written evidence from Dr Carolyn Downs (GAMO0049)
319 Q 190 (Dr Luke Clark)
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A health issue

Until relatively recently problem gamblers were regarded as responsible for
their own misfortunes. That is no longer the case, as Dr Clark explained:

“Gambling disorder is a recognised psychiatric illness in the American
DSM?*? and the World Health Organization ICD?**! schedules. In both
of those current systems, it is recognised alongside substance addictions
as the first behavioural addiction. There is a lot of research from
neuroscience in particular that supports that classificatory decision for
gambling disorder as an illness.”?>?

In February 2018 the Gambling Commission published a paper entitled
Gambling-related harm as a public health issue: Briefing paper for local authorities
and local public health providers.?”® This paper set out the Commission’s
position on why gambling-related harm should be considered as a public
health issue. Among its aims was to ensure that “Awareness of gambling
problems and their symptoms is raised with front line health professionals
and other agencies where problem gamblers may present themselves e.g.
debt advice.” We explain below??* how in our view more needs to be done
to ensure that “front line health professionals™, in particular GPs, are better
aware of the prevalence of gambling problems.

Among the many witnesses who felt that problem gambling should be seen
primarily as a health issue was Gambling with Lives, who thought new
legislation “needs to recognise that gambling should be treated as a public
health issue, with all the implications that has on product safety, availability,
advertising and marketing.”*>® One of the speakers at a reception given by
Gambling with Lives was Rt Hon Matt Hancock MP, Secretary of State for
Health and Social Care:

“I say with total clarity, that gambling addiction is a mental health issue.
And as Health Secretary I pledge myself to the actions that are needed to
tackle it and support those who need support ... We [the Government]
are reviewing the Gambling Act because no one had smartphones in
2005 and we’re putting mental health at the heart of that review. I will
be personally involved in making sure that review, that will be cross-
government including the Department of Health, will take the action
necessary to bring the law into the 21st century.”>?°

The Department with primary responsibility

. As with all topics of any significance, a large number of departments are
involved in the law, policy and practice governing gambling, so that any

320
321

322
323

324
325
326

US Diagnostic and Statistical Manual of Mental Disorders

WHO International Classification of Diseases: the ICD-10 Classification of Mental and Behavioural
Disorders, F63 Habit and Impulse Disorders, F63.0 Pathological Gambling. ICD-11, which comes
into force in 2022, distinguishes between offline and online disorders, and for the first time includes
gaming disorders.

Q 194 (Dr Luke Clark)

Gambling Commission, Gambling-related harm as a public health issue: Briefing paper for Local Authorities
and local Public Health providers (February 2018): https://www.gamblingcommission.gov.uk/PDF/
Gambling-related-harm-as-a-public-health-issue.pdf [accessed 18 May 2020]

Paragraphs 308-310

Written evidence from Gambling with Lives (GAMO0098)

Rt Hon Matt Hancock MDP, Secretary of State for Health and Social Care, Speech at the Reception for
Gambling with Lives, Houses of Parliament, 26 February 2020
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decisions by the Government on gambling are the result of often complex
discussions between departments:

Box 2: Government departments with responsibilities for gambling

Department for Digital, Culture, Media and Sport (DCMS) for gambling’s
association with sport and media (currently lead department)

Department of Health and Social Care (DHSC) for health issues
Home Office (which used to have primary responsibility) for the link with crime

Ministry of Justice (Mo]) for the criminal justice system, and with responsibility
for coroners

Department for Education (DfE) for education on the risks of gambling

Department for Business, Energy and Industrial Strategy (BEIS) for the
business implications for the gambling industry

Department for Work and Pensions (DWP) for the employment issues

Ministry of Defence (MoD) for gambling among the military®?’

HM Treasury for the taxes raised by gambling.

290. Because of the number of departments involved, there has to be a department
with primary responsibility for gambling. Until 2001, that was the Home
Office; since then it has been DCMS. A number of witnesses have suggested
to us that primary responsibility should be transferred to DHSC. They
include Dr Wardle®?® and Professor Orford.??° Dr van der Gaag thought that
a public health approach was “critical”, and drew our attention to the fact
that in New Zealand having the Ministry of Health “playing a central role
in driving that strategy forward has been one of the reasons for its success.”>>°
Marc Etches, the Chief Executive of GambleAware, conceded that there
had been “good joint working” between DCMS and DHSC, but thought
that “what would really be a gamechanger is the Government of the day
recognising that the harms that arise from gambling are a health issue.”??!

291. Similar arguments have recently been advanced by the House of Commons
Health and Social Care Committee for overall responsibility for drugs
policy to move from the Home Office to DHSC.**> However we think,
especially from what was said by the Secretary of State for Health,?** that the
Government do in fact already recognise that gambling harms are a health
issue. In their final evidence, Ministers wrote:

“Problem gambling is indeed a health issue, which is why the Department
of Health and Social Care leads on providing access to NHS treatment
and advice, and developing the research and evidence base ... The
Department for Digital, Culture, Media and Sport and the Department
of Health and Social Care co-chair a quarterly cross-government and

327 Q4 (Tim Baxter)

328 Q 19 (Dr Heather Wardle); also in written evidence from Dr Heather Wardle, Professor Gerda Reith,
Professor Robert D Rogers and Erika Langham (GAMO0043)

329 Q 24 (Professor Jim Orford)

330 Q 35 (Dr Anna van der Gaag)

331 Q 72 (Marc Etches)

332 Health and Social Care Committee, Drugs Policy (First Report, Session 2019, HC 143)

333 See paragraph 288.
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third sector official-level steering group to coordinate and share activities
on research, education and treatment.”33*

Ministers do not however favour a transfer of primary responsibility from
DCMS to DHSC. Such a transfer might have a symbolic value, but we agree
that it would not alter the fact that at least the nine departments we have listed
in Box 2 would continue to have their individual responsibilities in relation
to gambling. There is also a risk that DHSC, already a large department
with multiple responsibilities, might not be able to give gambling policy the
overall attention it deserves. We think that DCMS is well placed to continue
to coordinate the law and policy governing gambling and the fight against
gambling-related harms, and we do not recommend a change.

We believe that, despite the symbolic value of a transfer of primary
responsibility for gambling from DCMS to DHSC, there would not
be any practical benefit from such a transfer, and there might be
disadvantages. DCMS should continue to be the department with
primary responsibility.

DCMS, like the Gambling Commission, has seldom been proactive, and
sometimes has been more obstructive than reactive, as in the case of lowering
the maximum stake of FOBTs, where it was supported by the Treasury. The
failure to take action on a mandatory levy, which we discuss in Chapter 8,%%
is another example.

A decision to undertake a major review of gambling and of the gambling
industry came about only because, with a general election looming, political
parties were driven to give undertakings to do something which would
satisfy electors. The election is now six months behind us, but nothing has
happened and no dates have been set. We expect DCMS, as the owner of the
policy for gambling, to take this forward with some urgency. This report, the
evidence on which it is based, and the recommendations we make, should
make for a solid foundation.

In exercising their responsibilities, DCMS Ministers and officials
should give much greater priority to gambling, and in particular
to measures which DCMS, other departments or the Gambling
Commission could take to minimise gambling-related harms.

Suicide

Gambling with Lives is a charity set up by families bereaved by gambling-
related suicides. All lost young people aged 18-34 who had been addicted
to gambling when they were children or adolescents, on machines and in
environments that they and their families thought were safe. They sent
us written evidence, and their co-founders, Charles and Liz Ritchie, with
another member, gave us oral evidence. Subsequently they have sent us
further supplementary evidence. Additionally, in a very moving private
session, we met a number of members of the bereaved families to hear their
accounts of the circumstances in which they had lost their loved ones, and
what they thought might be done to lessen the chances of this happening to
other families.

334 Supplementary written evidence from HM Government (GAMO0135)
335 See paragraphs 543-557.
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The dearth of statistics

298. We have already emphasised how analysis of the harms caused by gambling
is hampered by a dearth of reliable statistics. This is particularly true in
trying to assess the number of suicides related to problem gambling, an
issue that cannot be addressed via prevalence surveys. Gambling with Lives
have collated academic research suggesting that the number of gambling-
related suicides per year is in the range 250-650, but they noted** that
the Government has no official figures or even estimates of the number of
gambling-related suicides each year in the UK. They suggest that this can
be rectified through the commissioning of a dedicated research programme.

299. As the National Centre for Social Research told us,?*” there used to be such
a programme.

“The Adult Psychiatric Morbidity Survey (APMS) is ideally placed to
examine problem gambling in the context of other health and social
harms and has been used to provide high quality evidence in this
area. We believe that inclusion of questions on problem gambling on
a mental health survey which covers the range of related health and
social harms that APMS does (both psychiatric comorbidities and
also things like social network size and quality of support, problem
debt and disconnection, and suicidal thoughts, attempts and self-harm
behaviours) is very valuable. APMS surveys have been carried out every
7 years since 1993 (followed by 2000, 2007 and 2014); questions on
gambling were last included in 2007. To maintain this sequence a survey
is due in 2021, and we believe it is very important that the government
commits to carrying out the next survey in the series, and that it should
include questions on gambling.”

300. Work carried out for the Gambling Commission to explore the link between
problem gambling and suicide included a workshop on evidence needs
around suicide and problem gambling.??® This recommended that questions
on gambling should be included in the 2021 Adult Psychiatric Morbidity
Survey, the analysis of which would:

. give an indication of temporal trends in prevalence of problem gambling
and suicidal behaviours.

° allow for examination of the consistency of the relationship between
gambling and suicidal behaviours.

o allow for an examination of the association between gambling and
suicidal behaviours including ideation, as well as other co-morbidities,
particularly mental disorders assessed using validated questionnaires.”

301. The seven-yearly Adult Psychiatric Morbidity Survey included
questions on gambling in 2007, but notin 2014. The 2021 Survey should
again include questions on gambling, and the prevalence of suicidal
tendencies linked to gambling.

336 Written evidence from Gambling with Lives (GAMO0098)

337 Written evidence from the NatCen for Social Research (GAMO0066)

338 Ann John, Heather Wardle, Sally McManus and Simon Dymond prepared for GambleAware, Scoping
Current Evidence and Evidence-Gaps in Research on Gambling-Related Suicide (July 2019): https:/www.

gamblingcommission.gov.uk/PDF/Report-3-Gambling-related-suicide-and-suicidal-behaviours.pdf
[accessed 18 May 2020]
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Statistics through the coronial process

Gambling with Lives suggested that another way of collating statistics about
the numbers of gambling-related suicides might be through changes to
medical recording and the coronial process.?*’

It is not, and never has been, part of the duties of coroners to record the
reason for a death; they have always been limited to discovering “who, when,
where and how”, but not “why” a person died; indeed there is a statutory
prohibition on such a finding.>*° There is a good reason for this: “why” often
involves deciding that a criminal offence has been committed, often with an
indication of the likely perpetrator, and this would impact on the criminal
process and might prejudice a fair trial. But the result is that a finding that
a death was the result of suicide will not say that the suicide was caused in
whole or in part by gambling, even if the coroner believes that this was the
case. Coroners’ offices therefore have no record of gambling-related suicides.

Until 1 October 2019 doctors were under no formal duty to notify a coroner
of a person’s death or, if they did, to include any particular information.
On that day new Regulations came into force, the Notification of Deaths
Regulations 2019,**! which were made under the Coroners and Justice Act
2009. Regulation 3(1) requires doctors to notify senior coroners in writing
of any death where the doctor “suspects that [a] person’s death was due to

. self-harm”. Regulation 4 lists the details of the information a doctor is
required to supply, including the circumstances which apply to the death
(such as self-harm). Doctors must provide any further information they
consider to be relevant, and could therefore state that they believe the death
from self-harm was gambling-related; but they are not under an obligation to
do so. If they were required to do so, each of the 88 coroners’ offices would
accumulate a record of the deaths where doctors suspect that the death was
gambling-related. These records could be collated by the Ministry of Justice.

We accept that there might still be defects. The records would not list
the findings of coroners, but the opinions of doctors, who might apply
different criteria, or might not discover that a suicide was gambling-related.
Nevertheless we believe such records would be a great deal better than
the current lack of any formal record, and should provide more accurate
estimates of the numbers of suicides which are gambling-related.

The Notification of Deaths Regulations 2019 should be amended
to include in the list of information which doctors are required to
provide to coroners a requirement, when a doctor suspects that a
death by self-harm was gambling-related, to inform the coroner of
this.

Coroners’ offices should keep a record of such information and
forward it at intervals to the Ministry of Justice, which must collate it
and keep a list of the numbers of deaths by self-harm which doctors
suspect were gambling-related. The numbers of such deaths, but not
details of individual deaths, should be publicly available.

339 Written evidence from Gambling with Lives (GAMO0098)
340 Coroners and Justice Act 2009, section 5(3)
341 The Notification of Death Regulations 2019 (SI 2019/1112)
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Training of doctors

308. Ms Ritchie pointed us to a report published in the British Medical Journal as
long ago as January 2007,°*? shortly before the Gambling Act 2005 came fully
into force, in which the British Medical Association suggested that training
in spotting gambling addiction should be provided for GPs because of the
anticipated increase in the number of gambling addicts. Nothing, she said,
had been done; there was still no training for GPs. Mr Ritchie added: “If a
young man, in particular, goes to the doctor now and says he has anxiety,
depression and sleeplessness, the first or second question should be about
gambling.”3%

309. This was a point also made by Anna Hemmings, the Chief Executive of
GamCare: “Training other professionals is also really important. If you go
to your GP and say that you are depressed because you are in debt, do they
ask about gambling? Do debt advisers ask about it? Over the past couple of
years, we have trained around 20,000 professionals with the view to trying
to encourage them to ask a question.”?** 20,000 sounds like a large number,
but Ms Hemmings did not say how many of these professionals are GPs or
other doctors, who are often the first port of call.

310. Guidance should be issued to doctors that they should be alert
to asking patients who present with symptoms of anxiety and/or
depression whether they have any gambling problems, and if so to
offer them advice about where they should seek specialist help.

Affordability checks

311. Affordability checks are critical to any attempt to make gambling safer and
reduce problem gambling. Affordability checks are needed not only to ensure
that customers are not gambling beyond their means, but also to prevent
them gambling with what may be the proceeds of crime, or to use gambling
as a way of laundering money.

312. Kenny Alexander, the CEO of GVC, summarised the position as he saw it:

“Affordability is absolutely key. There is a huge desire for the industry to
get to a standard view among all licensed operators, all using the same
affordability checks, all agreeing and making the same decision about
an individual player if they were to come to that business. If possible

. we could take one view of a player, so that he is not spending an
amount with me and the same with Ulrik [Bengtsson, i.e. William Hill].
There should be a single standard view for looking at the affordability
of players for all licensed operators ... . We should take best practice
across the industry, put it in place as what any licensed operator should
be using, and we should be able to share that information so that it
cannot be abused by breaching my affordability and doing the same with
Ulrik—that completely defeats the purpose. ... If we can address it and
get it right, I think that the number of problem gamblers in existence
today—a magnitude of about 400,000—will come down significantly
once that plays through over the next three to five years.”?*

342 Lisa Hitchen, ‘Compulsive gamblers must get free NHS treatment’, BMY¥ , vol 334, (2007): https:/
www.ncbi.nlm.nih.gov/pmc/articles/PMC1779863/ [accessed 18 June 2020]
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He did not explain why it should take as long as three years, let alone five.

313. Mr Bengtsson added: “The really important thing is that these limits and
affordability checks are for individuals. There have been some suggestions
of one level for everyone, which clearly would not work. I want to make that
clear.”34¢

314. With that we wholly agree. What can be an enormous sum and totally
unaffordable for most people is, for some, small change, as this example
shows. It comes from a case where Aspinall’s Club was seeking to recover
the £2 million which the defendant had paid by a cheque which he had
dishonoured:

“On 10 March 2000 the defendant, Fouad Al-Zayat, a businessman
resident in Nicosia, Cyprus visited the claimant’s gaming club, Aspinall’s,
in Mayfair. He had visited the club on an irregular but frequent basis
since 10 October 1994. He continued to do so until 11 April 2006.
During that period he gambled £91,538,077 and lost £23,225,041.89.
... In 1999 and 2000 he began to gamble sums in excess of one million
pounds in a single night. ... On the night of 10 March 2000 he gambled
£2m. and lost every penny.”>%’

315. At the other end of the scale, this example is taken from the Gambling
Commission’s decision in the case of Caesars Entertainment to which we
referred in the previous chapter as an example of a recent large financial
settlement:

316. Customer L visited a casino and was allowed to buy-in for circa £60,000.
The customer’s occupation was recorded as a retired ‘Postman’. The casino
was aware the customer had previously self-excluded for six months before
returning to gambling. Despite this knowledge, the customer was allowed to
gamble for a period of 44 days, losing over £15,000.%48

317. An example of a company totally disregarding the need to check the source
of funds comes from the Gambling Commission’s decision in the case of
Betway to which we have already referred:

Customer A held 11 separate accounts with Betway. The customer
deposited more than £494,000 over a period of one year and five
months, £300,000 of which was over five months, and was the subject
of 18 reviews by Betway’s risk and fraud team. Betway did not undertake
any checks to establish Customer A’s source of funds as the customer
failed to trigger any of Betway’s financial thresholds in place at the
time. Customer A has subsequently been convicted of fraud. Customer
A also displayed signs of problem gambling having self-excluded on a
number of occasions, one of which followed depositing and losing over

346 Q 136 (Ulrik Bengtsson)

347 Aspinall’s Club Ltd v Fouad Al-Zayar [2008] EWHC 2101 (Comm), judgment of Mr Justice Teare,
paral

348 Gambling Commission, ‘Systemic failings at Caesars Entertainment leads to the departure of three
senior managers and sanctions of £13m’: https://www.gamblingcommission.gov.uk/news-action-and-
statistics/news/systemic-failings-at-caesars-entertainment-leads-to-the-departure-of-three-senior-
managers-and-sanctions-of-13m [accessed 13 May 2020]
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£50,000 in a single day. Betway could not provide evidence of any social
responsibility interactions being carried out with this customer.?*°

How to measure affordability

318. These are examples where it is clear that the gamblers could not afford the
bets they were placing, but usually things will not be quite so clear cut.

319. Gambling operators already have available a large amount of information
about their customers, especially those gambling online. In February 2019
the Gambling Commission published responses to a consultation showing
that licensees could access information relating to a customer’s financial
circumstances, such as bank statements, proof of income, and credit checks.
Others suggested that licensees could analyse income and expenditure, with a
number suggesting using socio-demographic data to form an understanding
of affordability. One respondent said that a customer’s lifestyle could inform
a licensee about how much they could afford to gamble.?*°

320. beBettor is a gambling compliance data processing company assisting
gambling companies with the issue of affordability. They told us that they
help gambling companies understand how much their customers can afford
to gamble before experiencing financial harm, and measure gambling activity
data within their network of operators against these affordability estimates.
They said:

“The affordability estimates we provide are calculated through
processing individual customer data, and mapping this against socio-
demographic and economic data sources available in the public domain
(“Open Data”). Part of the difficulty in assessing the social and
economic impact of gambling to date is that the industry response has
been fragmented, with operators reluctant to work together. However,
operators working collaboratively will achieve greater results in the area
of problem gambling than more isolated efforts.”>>!

321. Itis a safe assumption that anyone who is gambling with borrowed money is
doing so because they do not have that money themselves; they are clearly not
able to afford to gamble. The Gambling Commission has recently banned
the use of credit cards for all forms of remote gambling (betting, gaming
and lotteries), and for non-remote betting.?*> The regulatory framework
already prevents non-remote casino, bingo, adult gaming centre and family
entertainment centre operators from accepting payment by credit card, and
no gaming machine can be configured to accept payment by credit card.

322. We accept the evidence of the banks that it is not for them to monitor how
their customers spend their own money, or spend overdrafts that have been
agreed,’”® but if an operator becomes aware that money being used to gamble
comes from an overdraft, this should immediately ring alarm bells. The

349 Gambling Commission, ‘Betway to pay £11.6m for failings linked to ‘VIP’ customers’: https:/www.
gamblingcommission.gov.uk/news-action-and-statistics/news/betway-to-pay-116m-for-failings-
linked-to-vip-customers [accessed 13 May 2020]

350 Gambling Commission, Changes to the licence conditions and codes of practice on age and identity verification
for remote gambling: consultation response (February 2019): https://www.gamblingcommission.gov.uk/
PDF/AV-CI-Consultation-responses-Feb-2019.pdf [accessed 26 May 2020]

351 Written evidence from beBettor Limited (GAMO0021)

352 Licence conditions and codes of practice, Part I: Licence condition 6.1.2

353 See paragraph 333.
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alarm bells would be louder still if the money derives from a payday loan, but
since these are mostly paid in cash, the source is even more difficult to trace.

Since May 2019 the LCCP has required operators to have in place systems
for age and identity verification.*®* These are questions of fact and so
relatively easy to measure and police. There is no provision of the LCCP
specifically about affordability; the word does not feature in the Licence
Conditions or in the Codes of Practice. Since 31 October 2019 there has
been a Social Responsibility Code provision on customer interaction®>® which
requires licensees to “interact with customers in a way which minimises
the risk of customers experiencing harms associated with gambling”. This
vague wording is supplemented by Formal Guidance for Remote Gambling
Operators*° which has passages on affordability, vulnerability, and how
to spot harmful gambling. There is also a link to current compliance
and enforcement casework, giving operators an indication of where the
Commission draws the limits of what it deems to be unacceptable interaction
with customers on affordability.

This document leaves much to the discretion of individual operators. We
consider that this is very undesirable, as matter of principle. Gambling
operators are subject to an acute conflict between their commercial interests
(which may be promoted by allowing problem gamblers to bet more, when
they should not be permitted to bet at all) and their duty to comply with the
Social Responsibility Code. In order to reduce the danger that the conflict
between interest and duty will cause operators to allow or even encourage
problem gamblers to gamble when they should not, it is essential that the
Guidance be tightly drafted so as to define clearly and prescriptively the
steps operators should take.

The Guidance states: “Historically, gambling operators have not
systematically considered customer affordability when developing their
customer interaction policies.”**” We would have expected the Guidance
then to state in the most explicit terms that it is now the duty of operators
to develop policies which will enable them to identify when customers are
betting amounts they cannot afford, and to cease accepting their bets. It
neither states this nor clearly implies it.

The Gambling Commission must amend its Formal Guidance for
Remote Gambling Operators to define the minimum steps which
operators should take when considering customer affordability,
and to make clear that it is for the operator to take those steps, and
any necessary additional steps, which will enable them to identify
customers who are betting more than they can afford.

Data protection issues

One of the difficulties with affordability checks has always been the ease
with which a customer who is turned away by an operator on affordability

354
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Licence conditions and codes of practice, Part I: Licence condition 17.1.1 and Part II: Social responsibility
code provision 3.2.7

Licence conditions and codes of practice, Part I1: Social responsibility code provision 3.4.1

Gambling Commission, Customer interaction - formal guidance for remote gambling operators: Formal
guidance note under SR Code 3.4.1 (July 2019): https://www.gamblingcommission.gov.uk/PDF/
Customer-Interaction-Formal-Guidance-Remote-July-2019.pdf [accessed 11 June 2020]

Customer interaction - formal guidance for remote gambling operators: Formal guidance note under SR Code
3.4.1, para 2.8
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grounds can then begin placing bets with another operator who may not have
access to the same data against which to test affordability. The gambling
operators have told us that for online players they have “a huge amount of
data on our customers”*® and “a vast amount of information on play”,?*° but
that they could not share it with other operators because of the General
Data Protection Regulation (GDPR). They said they had approached the
Information Commissioner through the Gambling Commission but had not
had much response.>*°

The Responsible Affiliates Group made the same point: “There are valid
controls contained within GDPR and Data Protection laws to limit exchanges
of personal data even if the aim is to improve protections for them. To date
this has limited the ability of operators to share data between themselves and
with the affiliate sector.”3%

We therefore approached the Information Commissioner’s Office (ICO)
ourselves, and asked if the GDPR prevented gambling operators from sharing
the personal data of vulnerable gamblers with other gambling operators, and
what would need to be changed to allow operators to do this. We received a
full and helpful reply whose main conclusion is: “Data protection law does
not prevent gambling operators from sharing the personal data of vulnerable
gamblers. We believe that there are ways to do this that are compliant with
data protection legislation. It is important that people who may be vulnerable
receive the help they need.”?¢?

The ICO explain some of the steps which will be needed to enable data to be
shared, and their full evidence, like all written evidence, is available on our
website for the operators to read. Operators will have to contact the ICO and
make their case for an exemption from the GDPR. But there is no doubt that
this can be done. The ICO’s evidence concludes:

“Our key message is that data protection legislation does not prevent
gambling operators from sharing the personal data of their vulnerable
users. Operators will need to ensure that they share data fairly and
proportionately and consider particular elements of GDPR such as the
lawful basis to enable the sharing.”

DCMS and the Gambling Commission should without delay contact
the Information Commissioner’s Office and agree a procedure,
consistent with the GDPR, allowing operators to share with all other
operators the information they derive from affordability checks on
individuals.

It should be a condition of gambling licences that where an operator’s
affordability check throws doubt on whether an individual can safely
gamble at the rate they have been doing, this information should
be shared with all other licensed gambling operators, which will be
bound by it in the same way.
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The role of the banks

Plainly, the primary source of how much an individual can afford to spend
on gambling is, apart for the individuals themselves, their bank. Banks are in
a privileged position, in seeing both a gambler’s income and their electronic
transactions across all gambling operators. But as Alexandra Frean, the
Head of Corporate Affairs at Starling Bank, told us, and as we accept:

“We are a bank. Our job is to hold people’s money securely and help
them transact. It is not our job to pass judgment on how they spend their
money. Our concern is affordability. If they get into financial difficulties
and cannot pay back their overdraft or loan, we would intervene to
support them, whatever they spend their money on.”>%

Lloyds Banking Group made the same point to us in written evidence:
“We do not see our role as, in effect, policing customers’ spending habits
and behaviours. Instead, we aim to provide customers with the tools to
manage and track their spending so they can make informed choices; and
we encourage customers to engage with us if they need support with their
finances.”?%*

The BGC told us that they supported calls for banks to enable customers to
block gambling transactions as a further way for people to stay in control.?¢’
In fact, even at the time they wrote, some banks already provided those
facilities, as we were told by Peter Holloway:

“I have an interest in the structure of business, business practices and
especially Business Information Systems. I also suffer the tragedy of my
stepson’s suicide; a victim of gambling. ... A few months ago two new
Challenger Banks, Starling Bank and Monzo Bank, became the first
banks to introduce a ‘gambling blocker’, enabling gambling customers
with addiction problems to block betting payments from their accounts.
What is just as important, is they combine this with customer care
features and advice to gamblers at a standard of practice not seen before
... Their reward being a huge influx of new customers at the expense
of their High Street competitors .... The big four were on the back foot
and forced to respond. Barclays have recently become the first UK High
Street Bank to adopt payment blocking on gambling and some other
retail services. Three more UK High Street Banks, Lloyds, Santander
and RBS are about to follow suit.”3%¢

Lloyds Bank have in fact already followed suit, as they explained:

“We implemented card controls on both credit and debit cards for our
customers in Q4 2019. These controls provide customers with the ability
to apply a block on all identifiable gambling transactions (i.e. those
with licensed operators). Critically, we apply a 48-hour ‘cooling-off’
period for removal of the spending block. This is a major differentiator
compared to many of our competitors since it provides an appropriate
level of friction in the unblocking process. This is in order to prevent the
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risk of a customer impulsively removing the block and gambling further
without time to reflect on their desire to gamble.”?%’

Ms Frean explained to us how this works in practice at Starling Bank:

“We have introduced a gambling block in our app. We were the first bank
to do so; we did it back in June 2018. This is a very simple function in the
app: you can go into a section called “card controls” and turn gambling
payments on and off. That blocks payments for spending codes that cover
betting and gambling at the track, online and in betting establishments.
We have subsequently improved that feature. We have put in a 48-hour
delay, so that if you want to reactivate gambling payments, you can tap
in the app to do so but will have to wait for 48 hours. ... The block and
the 48-hour delay are there to help with impulse control; gambling can
often be an impulsive decision.”3%8

Ms Frean confirmed that other banks had now copied this, Lloyds among
them. Most had adopted a block of 48 hours. 17% of Starling’s 1.3 million
customers had activated the gambling block:

“They are not all people with gambling problems. There are people who
turn it on because they can. When a lot of people open an account,
they go into the app, see what it does, and say, “That’s interesting”. We
cannot tell what proportion are people who have turned it on to stop
themselves gambling. [When they switch it on] there are two effects.
One is that they will get a little message saying that we are blocking
gambling and it will be 48 hours before we turn it back on. We signpost
them with the telephone number and a link straight through to the
National Gambling Helpline. If they then tried to make any transaction
at a licensed gambling merchant, it would be declined and would not
work. It does not block the purchase of National Lottery tickets, which
you might buy at a newsagent or a supermarket, but it blocks most
gambling.”3%

In supplementary written evidence Ms Frean added: “It would be helpful for
the banking sector to work together more collaboratively on this issue and I
will be asking UK Finance to do more to bring the sector together to discuss
this and we will work with them on it.”3"° We welcome this initiative. For a
bank to be able to let a customer block their spending on gambling is a very
valuable development, and we hope that any banks which have not already
done so will follow suit.

We recommend that the banks should work together with UK Finance
to create an industry-wide protocol on blocking gambling payments,
with at least a 48 hour cooling off period.

What would be more valuable still would be if the gambling operators
could approach the banks for data on the accounts of customers who are
problem gamblers, or at risk of being so, or who are opening new gambling
accounts. The gambling operators, if they were serious about the importance
of affordability checks, might have been expected to discuss with the banks
how they could cooperate, but Ms Frean told us that Starling Bank “have
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not been approached by any gambling companies to do affordability checks.
We would certainly be open to speaking to them about it ....”*"! Similarly,
Lloyds Bank were “not aware of any direct contact from gambling operators
in relation to undertaking affordability checks, but we are open to having
such discussions.”*"?

341. As we have said, for gambling operators to share among themselves the data
required for affordability checks raises data protection issues that can be
resolved. For banks to be able to share such data with the industry will raise

separate data protection issues, and we have not sought the opinion of the
ICO on this.

342. The Gambling Commission, the Betting and Gaming Council, and
UK Finance should work with the Information Commissioner’s
Office to create a consistent industry-wide approach on the sharing
of customers’ financial data for the purpose of affordability checks.

VIP schemes

343. Far and away the industry’s most successful inducement is the VIP scheme,
which gives special treatment to those who gamble large sums. If they can
afford to do so, this does not necessarily cause any harm; but too often those
targeted by operators are chosen because they are particularly susceptible
to persuasion to gamble large sums, often when they cannot afford to do so.
And, when considering VIP schemes, affordability is key.

344. Conor Grant, the Chief Operating Officer of Sky Betting and Gaming, told
us:

“I personally do not like using the term ‘VIP’. We do not have it in
our business any more: we call them key account managed customers.
The reality is that there are people who can afford to spend more on
gambling. As in any commercial enterprise, those customers expect a
different level of service. We are providing that.”>"

345. Whatever term is used to describe them, to the industry these customers are
indeed Very Important People, since they make a contribution to operators’
deposits, and hence profits, out of all proportion to their numbers, as Figure 7
shows:
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Figure 7: VIP account and deposit comparator (online)
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Source: Gambling Commission, What is a VIP: hitps://www.whatdotheyknow.com/request/618693/
response/1480666/attach/3/Shdes.pdf [accessed 18 May 2020]

346. The figures come from a survey by the Gambling Commission, who point
out that this is not necessarily representative of the online industry as a whole.
However the picture it shows is that VIPs are a small select band: in one case
only 0.004% of customers (probably in single figures), and in no case more
than 5%. Yet those 5% of customers yield 58% of Operator 3’s deposits; in
the case of three operators, 3% of customers yield respectively 34%, 36%
and 48% of deposits; while 2% of Operator 4’s customers yield 83% of their
deposits. Of the estimated 47,000 online VIPs, 8% are problem gamblers.

Abuse of VIP schemes

347. Lydia Thomas, a journalist on BBC Radio 4’s consumer affairs programme
You and Yours, told us that for the past four years she has been reporting on
the gambling industry. She gave us an insight into how VIP schemes operate:

“Many companies offer VIP programmes to customers who they can see
are spending a lot of money with them. They do this to keep customers
loyal to them. Once a customer is entered into the scheme they will
receive special offers, such as free bets and bonuses. They’re usually
entered into a loyalty rewards programme (so the more they spend the
more free bets they get), and they will also be assigned a personal manager
who phones and emails them regularly, establishing a direct relationship
and in many cases, befriending them. Often the customers are invited
to away days like football matches. The Gambling Commission requires
companies to check a player’s income before they are made a VIP, but
in my experience this check isn’t done. Because no check is done the
gambling companies have no idea whether a player is a high roller who
can afford huge losses, or someone who cannot afford it. Customers I
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have spoken to say they feel “groomed” to spend more by the gambling
company.”3™

348. Ms Thomas added:

“On behalf of customers I have submitted Subject Access Requests to
these gambling firms to supply the customers with their account data.
In this data you can see evidence of problem gambling, for example,
gambling all night, on obscure sports, or using a range of payment
options. These are all clear instances the Gambling Commission says
companies should flag. You can see breaks in play and then emails
arriving in inboxes offering customers free bets. You can see notes on
customer’s accounts stating the customer hasn’t played for a while,
and customer service agents discussing how they should contact the
customer to play again.”

349. Michelle Singlehurst, one of our witnesses with lived experience, described
her personal experiences:

“One thing that horrified me was to find out that, as a VIP, which I
definitely am not, they had a different system for me. I said to them,
‘Hang on a minute. You are telling me that you self-excluded me
because of a concerning email I sent, or a concerning call. Give me
that information, please’. They said, ‘Sorry, we found you on a different
system because you are a VIP’. .... Ladbrokes—this I find incredible,
considering I have not gambled since 17 January [2019]—sent me an
email on 17 March [2019] saying, ‘Hi, you’re not a VIP anymore’. ...
When I spoke to Coral recently, they said to me, ‘Oh, you’re level 9°. 1
said, ‘Sorry? I’'m excluded from using’. They said, ‘No, you’re a level 9
VIP’. I do not even know what that is. Obviously, they have tiers. I have
other emails that say “Thank you for joining us. If you carry on spending
at this level, we’ll make you a VIP’.”3%

The industry view

350. When representatives of the five major operators gave evidence to us, we
questioned them about VIP schemes, and in particular about incentivisation—
paying VIP managers bonuses for attracting more customers, or customers
who gamble more. Mr Grant told us that Sky Betting and Gaming had 3
million customers and 100 VIPs representing 1% of their revenue.

“The relationship that we have with these customers acknowledges
that they have a propensity to spend more. We are very stringent on
the affordability checks and ensuring that they have adequate resources
to spend at higher levels. The relationship that they have with the
individuals is not one in which the individual is remunerated or given a
bonus based on customer performance.”?

351. Mr Alexander told us that “VIPs or high-value customers—whatever you
want to call them—make up 1.4% of our database. These make up 38%
of the total deposits of Ladbrokes Coral, which is our UK business. As
you would expect, they spend more than the rest.” He added: “All retail
consumer businesses have loyalty schemes that reward people who use the
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sites, but I think that some of the gambling ones have got too aggressive: you
are incentivised to play more and more to get better tickets, more bonuses,
et cetera.”®”” He referred to a case in which a customer of LLadbrokes Coral,
before they were taken over by GVC, had spent £3 million before having
an affordability check, and said: “I can pretty much guarantee that the
VIP manager of that customer was incentivised. Not all VIP managers
are now.”’*—from which we deduce that some VIP managers still are
incentivised.

352. Dan Taylor, the CEO of Paddy Power Betfair, who preferred to use the
expression “managed customers”, explained that “the key account managers
who have those relationships do not have their incentives linked to the
spend of those customers in any way, but they are linked to the successful
completion of those responsible gambling processes.” He added: “All our
key account managers and anyone working in our customer service team go
through responsible gambling training.”>"

353. On the question of incentivisation, Ulrik Bengtsson said: “At William Hill,
we are measured on sustainability and responsible gambling measures, but
there are people in the organisation who are measured on revenue.”?* But,
he added, “We have very strict measures in place for what we call high-
value customers or VIPs. You have to be over 25; can never have taken time
out, self-excluded, set deposit limits or had a form of responsible gambling
intervention from us in your history; and we are very diligent in the source
of funds measures that we take to make sure that these people can afford to
play on these levels.”>8!

354. John Coates, Joint Chief Executive of Bet365, told us that Bet365 “would
not bonus in that way”.?82 The fact remains that, at the time we took this
evidence, of the five companies, William Hill still had “people in the
organisation who are measured on revenue”?®?, while at GVC “not all VIP
managers are [incentivised] now.”?®* Despite the care which they profess to
take about affordability checks, we find it hard to see how the incentive of
higher pay or bonus can fail to tempt staff into putting numbers of players
and great amounts wagered above customer safety.

355. A number of the largest operators have formed working groups with the
Gambling Commission whose purpose is:

“to accelerate progress to protect consumers from gambling harm.
... Working groups made up of senior leaders from the industry were
formed in January 2020—concentrating on use of VIP incentives, safer
advertising online and the use of safer product design. The Industry
working groups featured over 30 operators, co-ordinated by the BGC.”3%
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356. We thought it strange, to say the least, that the industry should be leading
a working group intended to better regulate its own VIP schemes. The
Chairman of the Gambling Commission, Dr William Moyes, attempted to
throw a different light on it:

“We are not asking GVC to lead an inquiry and to take charge of this area.
... We have asked GVC to pull together a number of large operators to
propose a code of conduct. In our view, if the code of conduct is strong,
the industry is well bound into it and it has the industry’s support, we
could import it into our licensing regime. If the code of conduct is poor,
we do not have to follow it. We will do our own work, and we will not
follow that experiment again. But we would like to feel that the industry,
particularly the bigger companies that the industry would regard as the
leaders of the sector, can be brought into developing solutions to new
problems as they emerge. If the evidence shows us that they cannot be
brought in and they will always propose something that is pretty weak,
we will not do it again.?8¢

357. However on 1 April 2020 the working group announced:
The industry has agreed to:

. Restrict and prevent customers under 25 years of age from being
recruited to high value customer schemes.

. All customers must first pass thorough checks relating to spend, safer
gambling and enhanced due diligence before becoming eligible for high
value customer incentives.

o Reward programmes will also be required to have full audit trails
detailing decision making with specified senior oversight and
accountability.

358. To this the Commission responded:

. The Commission will now consult on permanent changes to the
Licence conditions and codes of practice (LCCP).

. The Commission expects the industry to implement its code as soon as
possible and considers most measures should be implemented within 3
months.

. The Commission will monitor and support implementation of the
industry’s code as an interim measure.>%’

359. Given the size of the contribution VIP schemes (under whatever name) make
to the profits of the industry, we think it unlikely that they could formulate
a long term scheme which, on any objective assessment, might be thought
to control the problem. However we agree with the Commission that, as an
interim measure, the industry’s proposal is better than nothing, and should
be implemented within three months. At the time of writing, those three
months are almost up.
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The Gambling Commission must closely monitor the working of the
interim measures for the regulation of VII? schemes while it consults
urgently on changes to the LCCP for the permanent regulation of
such schemes.

The licence conditions for gambling operators must be amended to
require them to undertake a thorough affordability and source of
funds check before admitting any new customer to a VIP scheme

(however it may be called). Such customers must be at least 25 years
old.

It should be a condition of an operator’s licence that the salaries and
bonuses of employees of the operator, its subsidiaries or affiliates
should not in any way depend on the length of time or frequency
that a customer they have had personal contact with gambles, or the
amount spent or lost, or the profit made by the operator from that
customer.

Self-exclusion

The social responsibility code is unequivocal about the need for licensees to
have effective procedures for self-exclusion. They must:

. have and put into effect procedures for self-exclusion and take all
reasonable steps to refuse service or to otherwise prevent an individual
who has entered a self-exclusion agreement from participating in
gambling.

. take all reasonable steps to prevent any marketing material being sent
to a self-excluded customer.

. take steps to remove the name and details of a self-excluded individual
from any marketing databases used by the company or group (or
otherwise flag that person as an individual to whom marketing material
must not be sent), within two days of receiving the completed self-
exclusion notification. This would not extend to blanket marketing
which is targeted at a particular geographical area and where the
excluded individual would not knowingly be included.

. close any customer accounts of an individual who has entered a self-
exclusion agreement and return any funds held in the customer account.
It is not sufficient merely to prevent an individual from withdrawing
funds from their customer account whilst still accepting wagers from
them. Where the giving of credit is permitted, the licensee may retain
details of the amount owed to them by the individual, although the
account must not be active.

. put into effect procedures designed to ensure that an individual who
has self-excluded cannot gain access to gambling.

. when administering the self-exclusion agreement, signpost the
individual to counselling and support services.?®

These requirements apply to remote and non-remote licences, but there are
additional provisions specific to each of these.

388 Licence conditions and codes of practice, Part I1: Social responsibility code provisions 3.5.1 and 3.5.3
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364. As with the case of affordability checks, the problem with self-exclusion
has always been the ease with which individuals who have self-excluded,
or believe they have, can nevertheless begin gambling again. We have been
told of many examples of individuals being contacted by another company,
a subsidiary, an affiliate or even the company from which they have self-
excluded with inducements to continue gambling. If self-exclusion is time
limited, the day it ends is seen as the day to restart inducements.

Self-exclusion disregarded

365. Alex Macey, one of our witnesses with lived experience, explained this:

“The parent company could have 10 or 20 companies below it. I would
open an account, lose money on payday and tell the company, ‘I have
a gambling problem. Permanently exclude me’. The following month I
would become weak and spend my wages again. I would literally type
‘online gambling company’ into Google. Whichever one came up, I
would click on it and open an account. So the pattern was that I was
telling them the same messages over and over again and they were
letting me open account after account after account. They were sending
me marketing emails and texts, all after I had self-excluded and told
them how destructive my problem was.”?%°

366. Two particularly glaring examples come from the Gambling Commission’s
Enforcement Report 2017-18:3%°

“We reviewed a large operator’s licence after concerns were raised that
self-excluded customers had been allowed to continue gambling. The
operator ran two distinct platforms, which together hosted more than
270 websites and brands through which customers could gamble. The
operator’s process was supposed to ensure a customer who self-excluded
from one platform would be self-excluded from both but this process
failed. It was discovered by the operator over the course of a year that
some 7,010 self-excluded customers were able to continue gambling,
depositing £3.5m. Customers were able to gamble, using deposits and
recycled winnings, to a total of £50.6m. ... As part of a regulatory
settlement the operator agreed to return to the self-excluded customers
the £3.5m deposited during the period and make a payment in lieu of a
financial penalty of £4m as to the self-exclusion breaches.”

“We also took action against another operator who had failed to return
deposited funds to self-excluded customers on the closure of their
accounts. Our investigation revealed some 36,748 customers were
affected. It was further revealed this same operator had sent marketing
material to around 50,000 self-excluded customers inviting them to
gamble. We imposed a penalty package of £1m for both failings.”

367. More recently, on 8 April 2020, the Gambling Commission published its
reasons for suspending Triplebet’s licence. They include: “a player who
registered, played and self-excluded on the same day, re-opened his account
6 months later, playing for 10 hours a day on 2 consecutive days and nights,
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and then losing a large sum in a single day before self-excluding again, all
without any monitoring or interaction.”>"!

GAMSTOP

What of course is essential is a mechanism allowing the fact that a customer
has self-excluded from one operator to be rapidly communicated to all other
operators, their subsidiaries and affiliates, so that they can all exclude that
customer at the same time for the period requested. GAMSTOP is just
such a mechanism.?*? Until recently its effectiveness was limited because an
operator’s membership of GAMSTOP was voluntary, but since 31 March
2020 membership has been compulsory, and within three days the Gambling
Commission announced that it had suspended the licences of two online
operators for failure to fully integrate the self-exclusion scheme GAMSTOP.?*

GAMSTOP has explained the way it operates:***

° After you sign up, you’ll receive a single email summarising all the
details of your exclusion from gambling. It can take up to 24 hours for
your self-exclusion to become effective.

. After this period, you will be excluded from gambling with online
gambling companies licensed in Great Britain.

. You will be excluded for a period of 6 months, 1 year or 5 years
(depending on the option chosen).

o Once the minimum duration period has elapsed the self-exclusion will
remain in force until you have returned to GAMSTOP to ask for it to
be removed and gone through the relevant process.

. Currently a request to self-exclude on GAMSTOP will not automatically
remove you from receiving gambling marketing. You can unsubscribe
from any emails you receive from gambling companies, and unfollow
gambling sites on social media accounts such as Facebook and Twitter
in order to reduce the marketing.

. A request to self-exclude on GAMSTOP does not trigger an automatic
return of withdrawable funds from those companies that you hold
accounts with. You will need to contact the company directly.
GAMSTOP is not responsible for returning funds.

We welcome the fact that, when the period of self-exclusion expires, the self-
exclusion remains in force unless the gambler takes positive steps to have
it removed. We are less happy that self-excluded gamblers will continue to
receive communications unless they take steps to unsubscribe.
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371. Licence conditions must require every operator who has been notified,
whether through GAMSTOP or otherwise, of an individual’s self-
exclusion, not to send any communications not required by law to that
individual during the period of self-exclusion, and thereafter to do so
only if the individual takes steps to have the self-exclusion removed.

A Duty of care

372. One of the questions we asked in our Call for Evidence was: “Should gambling
operators have a legal duty of care to their customers?” The responses of
some of our witnesses did not distinguish between a duty of care and a duty
owed by operators to their customers to obey the law. Some thought the
duty should be owed by the state, and that the state had a duty of care which
should be exercised by improved oversight of operators.’*> The European
Lotto Association wrote that “Gambling operators have a legal responsibility
to comply with existing regulatory restrictions and to operate in good faith.
This responsibility represents their duty of care for their customers.”3%°

373. This is a misunderstanding. Operators of course are required to obey the
law, and this includes conditions imposed on them by their licences and by
the social responsibility provisions in the codes of practice.>*” Qur question
sought views on whether a legal duty of care should be owed by the operator
to the customer, so that breach of the duty would be a tort and create a cause
of action by the customer against the operator.

374. The BGC thought that there was a “narrow duty of care already recognised
at common law because it is owed to customers as a class and enforceable by
any customer rather than limited to individual customers towards whom the
operator has assumed a particular responsibility.”>°8

375. Simon Thomas of the Hippodrome Casino also thought there already was
such a duty:

“We have a duty of care now and we get sued by customers. If we get it
totally wrong, people can fairly have a go at us, which obviously helps
us to be very responsible. ... we as the gambling industry have had
some fairly public cases where people have been sued, because they did
not follow reasonable protocols and they allowed problem gamblers to
gamble with money that was not theirs.”?°

376. We think the current position in English law is not so clear. The leading case
is Calvert v. William Hill Credit Ltd.*°° The claimant, a greyhound trainer, was
successful at betting on greyhounds—too successful, and the bookmakers
limited his betting. He turned to other forms of betting, became (in the
words of the judge) a pathological gambler, and ruined himself. He twice
attempted to self-exclude from William Hill, but although he was assured by
their employee that he was self-excluded, the employee failed to implement
this, and Mr Calvert continued to bet with them. When he ran out of money
he sued William Hill on the basis of a breach of a duty of care owed to him.
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The judge held that, while there was no general duty of care, the failure to
implement his self-exclusion was a breach of a narrow duty of care arising out
of the employee’s assurance. But the judge decided that Mr Calvert would
have carried on gambling with other operators and ruined himself anyway,
so his claim failed because he was unable to prove that the breach of duty
had caused the relevant losses. The Court of Appeal concurred.

This case is only of limited assistance. The facts predated the entry into force
of the Gambling Act, so that William Hill’s licence contained no conditions
about self-exclusion. In anticipation of the Act’s entry into force William Hill
and other companies had adopted their own voluntary social responsibility
codes which included a form of self-exclusion agreement. However it was not
this code which imposed a duty of care, but the assurance which William
Hill’s employee gave to Mr Calvert that he was self-excluded, when in fact
he was not.

The witnesses who did consider the question of a legal duty of care had
very differing views. The Gambling Commission thought this unnecessary.
They pointed out that licensees already have legal duties under generally
applicable consumer protection law or data protection law, and added: “We
have not committed resource to explore in-depth how imposing further civil
duties of care to consumers could operate as we do not consider that the
existence or lack of such a civil duty impacts upon our ability to deliver our
regulatory objectives.”*%

Most of the industry were strongly opposed to the creation of a duty of care.
The BGC, while they believed that there was already a narrow duty of care,*?
thought that a wider duty was:

“unnecessary because the existing duties under the 2005 Act regime
already impose extensive obligations on operators to protect children and
other vulnerable persons from being harmed or exploited by gambling,
and there is no evidence that these obligations and their enforcement by
the Gambling Commission have proved to be ineffective or insufficient.
A new duty of care enforceable in a private law claim by an individual
customer would inevitably impose very similar obligations to those
currently enforced by the Gambling Commission, leading to a risk of
piecemeal, overlapping and inconsistent enforcement.”*%

BACTA thought that any duty owed to customers should not be a legal duty:
“It would be near impossible to determine the extent of that duty of care and
the extent of any responsibility and thereafter liability.”*°* The Rank Group
were concerned to know how such an additional legal duty could be applied
in a manner that was fair, just and reasonable; they wondered how the role
and findings of the regulator would interact with the role of the courts. They
also thought that any duty of care should not be imposed on the gambling
industry alone, but also on other industries with similar issues for addictive
behaviour, such as the alcohol industry.*®

401 Written evidence from the Gambling Commission (GAMO0071)

402 Written evidence from the Betting and Gaming Council (GAMO0068)
403 Ibid.

404 Written evidence from BACTA (GAMO0050)

405 Written evidence from Rank Group plc (GAMO0029)


https://committees.parliament.uk/writtenevidence/163/html/
https://committees.parliament.uk/writtenevidence/154/html/
https://committees.parliament.uk/writtenevidence/132/html/
https://committees.parliament.uk/writtenevidence/98/html/

100

381.

382.

383.

384.

SOCIAL AND ECONOMIC IMPACT OF THE GAMBLING INDUSTRY COMMITTEE

Professor Hornle thought that a duty of care was a good idea, but that it was
very badly defined.

“If through regulation we had a clearer idea of the obligations of a
specific operator in a specific field of gambling, a duty of care could be
backed up not only by regulation and fines but also by a civil duty of
care, in other words a tort actioning negligence where someone could
sue for compensation.”

She gave as an example the testing of affordability.

“If the regulator had a best practice code saying that, if someone has spent
so much in this amount of time, you have to find further information
and whether they can afford it, and if those best practice standards and
regulatory standards have not been complied with, there would be a civil
law obligation as well.”%%¢

Gerald Gouriet QC did not favour a wide-ranging duty of care. In answer
to the question “Would it be unreasonable to create by statute a duty of care
to cover a deliberate or negligent failure to give effect to a self-exclusion
agreement?” he pointed out that self-exclusion agreements usually require
the gambler to sign an express disclaimer of liability for the consequences of
gambling while self-excluded; the effect of such disclaimers would need to be
limited by statute. He added:

“The difficulty is finding a fair balance: self-excluded problem gamblers
who gamble while excluded and win tend not to kick up too much of a
fuss. A scenario might unfairly be created in favour of the self-excluded
gambler, in which he can recover his losses in an action of negligence
against one operator—whilst holding onto his winnings from another.”

We accept that this is a possibility, but have little sympathy with an operator
who has to pay winnings when the reason for this is simply his own failure to
give effect to a self-exclusion agreement.

In the light of these differing views, should the law create a duty of care?
The judge in Calvert, Mr Justice Briggs, thought that “the recognition of a
common law duty to protect a problem gambler from self-inflicted gambling
losses involves a journey to the outermost reaches of the tort of negligence, to
the realm of the truly exceptional.”*°” The judgment of the Court of Appeal
quoted this with approval,*®® and we recognise the force of it. We recognise
also the primary duty of operators to comply with the LCCP, and of the
Gambling Commission to enforce that compliance.

We are however persuaded that the current legal and regulatory context does
not sufficiently deter gambling operators who stand to benefit from allowing
problem gamblers to lose money. There is an obvious and acute conflict
between, on the one hand, complying with regulatory obligations such as
those relating to self-exclusion and affordability checks and, on the other
hand, the natural commercial desire to maximise profit. We believe that the
existence of a legal liability to pay compensation to gamblers who have lost
money when gambling in circumstances which gave rise to an obligation on
the gambling operator to refuse to accept their bets would be beneficial. It

406 Q 46 (Professor Julia Hornle)
407 Graham Calvert v William Hill Credit Limited (2008) EWHC 454 (Ch), para 2
408 Graham Calvert v William Hill Credit Limited (2008) EWCA Civ 1427, para 13


https://committees.parliament.uk/oralevidence/18/html/

CHAPTER 5: GAMBLING-RELATED HARM 101

would create a strong incentive for gambling operators to comply with their
regulatory and statutory obligations.

385. We recognise that it will only be in exceptional cases that gamblers who
contend that they have sustained loss as a result of a gambling operator’s
breach of duty will bring legal proceedings. It would, almost by definition,
be difficult for the losing gambler to fund complex litigation. It may be
difficult to find lawyers prepared to conduct such litigation on a contingency
basis. It is likely, therefore, that legal proceedings would only be brought in
cases where a very large sum of money had been lost by a problem gambler
in circumstances in which the gambling operator’s breach of its regulatory
obligations amounted to improper exploitation of the gambler.

386. We believe therefore that the issues as to the existence and scope of a tortious
duty of care that were considered in Calvert may be most satisfactorily
addressed by the creation of an action for breach of statutory duty. By way of
example, section 138D (2) of the Financial Services and Markets Act 20004%°
provides:

“A contravention by an authorised person of a rule made by the [Financial
Conduct Authority] is actionable at the suit of a private person who
suffers loss as a result of the contravention, subject to the defences and
other incidents applying to actions for breach of statutory duty.”

387. The equivalent of “a rule made by the Financial Conduct Authority” would
be the licence conditions and social responsibility codes of practice made by
the Gambling Commission, for instance in relation to affordability tests and
self-exclusion. A contravention of these would not only lead to the sanctions
which the Gambling Commission can impose, but would also give rise to an
action for breach of statutory duty at the suit of a customer who can prove
that he has suffered loss as a result.

388. The causation issue which was fatal to the claim in Calverr might still
arise. Unless express provision were made to the contrary,*'® it would still
be arguable by the operator that the loss suffered by the customer was not
attributable to the operator’s breach of duty, since the loss would have been
suffered in any case. This defence may have been appropriate when there
was nothing to prevent a customer who had self-excluded from one operator
from finding another operator with which to place a bet, and every chance
that the other operator would not conduct an affordability test. We hope
that, particularly if our recommendations are implemented, the days are now
approaching when it is unlikely that a customer who has self-excluded will be
able to find another operator prepared to accept a bet.

389. The law should be amended to make an operator who contravenes
provisions of the licence conditions and social responsibility codes
liable to an action for breach of statutory duty at the suit of a customer
who has suffered loss as a result of that contravention.

409 Inserted by the Financial Services Act 2012, section 24(1)

410 It would be possible for the legislation which created the relevant statutory duty to provide that the
Calvert causation defence would not be available as a matter of law. Alternatively, it might provide that
the defence would not be available where certain conditions were met; for instance, where the breach
of duty had been deliberate, or had been committed recklessly.
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Disputes between customers and operators

390. We referred in the previous chapter to the fact that gamblers in dispute
with an operator feel they have “nowhere to turn”. They cannot turn to
the Gambling Commission, which is a regulator. As Gambling with Lives
acknowledges, “the current remit of the Gambling Commission to investigate
the activities of individual companies in respect of their licensing conditions
does not provide adequate protection or redress for individuals whose rights
have been violated by a gambling company.”*!!

391. Social responsibility code provision 6.1.1 requires licensees to “put into effect
appropriate policies and procedures for accepting and handling customer
complaints and disputes in a timely, fair, open and transparent manner.”
If this fails to resolve the dispute, as is usually the case, the code requires
licensees to:

“ensure that they have arrangements in place for customers to be able
to refer any dispute to an ADR entity in a timely manner if not resolved
to the customer’s satisfaction by use of their complaints procedure
within eight weeks of receiving the complaint, and where the customer
cooperates with the complaints process in a timely manner.”*!?

392. Short of turning to the courts which, as we have said, individuals would
seldom be in position to do, alternative dispute resolution (ADR) is currently
the only practical avenue. The framework for ADR provision in the gambling
(and other) sectors was established by the Alternative Dispute Resolution for
Consumer Disputes (Competent Authorities and Information) Regulations
2015.43 The scope of the Regulations explicitly covers disputes concerning
contractual obligations regarding the sale of goods or the provision of
services. Mr McArthur confirmed that “a lot of the adjudication will be
about bets and whether they should have been honoured.”

393. The Gambling Commission gives guidance to ADR providers on the limits
of their powers:

“A dispute is a particular type of gambling-related complaint. It is a
complaint about contractual obligations in sales or services contracts
or about the customer’s gambling transaction (including management
of the transaction and related customer accounts) that has not been
resolved through the gambling business’s complaints procedure. For
example, a dispute might be an unresolved complaint:

° linked to the terms of a bonus offer that the consumer has taken
up, or to other terms and conditions

. about the consumer’s ability to manage his or her account

411 Written evidence from Gambling with Lives (GAMO0098)

412 Licence conditions and codes of practice, Part II: Social responsibility code provision 6.1.1

413 The Alternative Dispute Resolution for Consumer Disputes (Competent Authorities and Information)
Regulations 2015 (SI 2015/542). The Regulations have subsequently been amended. They implement
Directive 2013/11/EU of the European Parliament and of the Council of 21 May 2013 on alternative
dispute resolution for consumer disputes and amending Regulation (EC) No 2006/2004 and
Directive 2009/22/EC (OJ L. 165 18 June 2013, p.63).



https://committees.parliament.uk/writtenevidence/237/html/
https://www.gamblingcommission.gov.uk/PDF/LCCP/Licence-conditions-and-codes-of-practice.pdf
http://www.legislation.gov.uk/uksi/2015/542/contents
https://op.europa.eu/en/publication-detail/-/publication/2f3efba7-fb97-41b2-953a-69c6080dfbcc/language-en
http://www.legislation.gov.uk/european/regulation/2004/2006
http://www.legislation.gov.uk/european/directive/2009/0022
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o about the consumer’s ability to access his or her deposited funds
or winnings.”*4

. We received written evidence from the Independent Betting Adjudication
Service (IBAS),*> one of a number of ADR services approved by the
Gambling Commission, and the one which deals with the largest number of
disputes. They told us that recent estimates indicate that IBAS receives and
processes approximately 90% of complaints from gamblers across all sectors
of gambling. They have received over 70,000 requests for adjudication since
they were established in 1998, and 6,386 in 2018. They state, not in their
evidence but on their website, that in 2019 they received 6,282 requests for
adjudication,*'® and the total of payments awarded or conceded to customers
was £634,426. They also state on their website:

“Our primary aim is to deliver a fair-minded, even-handed adjudication
that reflects a thorough understanding and knowledge of betting and
gaming. Any consumer who is dissatisfied with the outcome of the
IBAS process is free to pursue the matter further through the courts.
Operators are bound by IBAS rulings up to £10,000 but also are free to
demand that any case above that threshold be examined in court.”*”

Richard Powell gave us evidence of the operation of the ADR scheme in a
dispute with Bet365 over £3,300 of bets placed without his knowledge by his
autistic grandson: “I then requested Alternative Dispute Resolution (ADR)
and they [Bet365] nominated IBAS to be the ADR entity to adjudicate the
dispute. IBAS refused since it was out-with their remit.” We were not told
why this should have been outside the remit of IBAS. Mr Powell continued:
“I nominated Pro Mediate who are a Gambling Commission approved ADR
body. Bet 365 refused to accept Pro Mediate or any other ADR entity. Pro
Mediate advised me that Bet 365 had a reputation, along with other UK
bookmakers, for refusing to offer ADR other than via IBAS.”#!8

This of course is only one case, and we accept that people are less likely to
send us evidence of successful ADR. Mr McArthur described ADR as “too
much of a mixed economy at the minute”.*'° This, together with the fact that
the operators are (at least in the case of IBAS) bound by decisions only up to
£10,000, makes us doubtful of the value of ADR in practice.

Non-disclosure agreements

At the conclusion of a dispute referred to an ADR service, licensees must
provide the Commission with a copy of the decision or note of the outcome.*?°
But they are not required to give the decision any wider publicity; on the
contrary, they, and the complainant, are required by the IBAS terms and
conditions “to keep the details of the Dispute and IBAS’s ruling confidential
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Gambling Commission, Alternative dispute resolution (ADR) in the gambling industry: Standards
and guidance for ADR providers (October 2018) p 7: https:/www.gamblingcommission.gov.uk/PDF/
ADR-in-the-gambling-industry-guidance.pdf [accessed 4 May 2020]

Written evidence from IBAS (GAMO00438)

Ministers told us that in the year to September 2019 IBAS had 5,235 disputes referred to them, but
refused to accept 684 of them because they considered that those cases were matters of regulation:
Supplementary written evidence from HM Government (GAMO0135).

IBAS, ‘About Us’: https://www.ibas-uk.com/about-us/ [accessed 4 May 2020]

Written evidence from Richard Powell (GAMO0044)

Q 150 (Neil McArthur)

Licence conditions and codes of practice, Part I: Licence condition 15.2.2
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and, in particular refrain from making any public comment during or after
the Dispute process.”*?!

In the case of settlements of disputes not limited to the contractual process,
and hence not covered by the ADR scheme, operators are also required
to notify the Gambling Commission of the outcome, but again they have
every interest in preventing its wider dissemination, and frequently make the
settlement the subject of a non-disclosure agreement (NDA). An example
was given to us by Mr Macey:

“one of the companies that were initially dismissive towards me ...
offered to pay me the money I had lost with them (£1800) and requested
I signed a ‘settlement agreement’. The case was primarily centred on
the fact that the licence holder had sent me marketing material after I
had self-excluded (it also included non-interaction however they were
dismissive of this).”

Later Mr Macey made clear that the ‘settlement agreement’ included a non-
disclosure provision: “I am likely to be appearing on BBC Radio 4’s ‘You and
Yours’ programme on Friday 13th September whereby I intend to publicly
talk about this issue and breach the settlement agreement.”4??

When the industry representatives gave evidence, we asked them if their
companies had ever agreed to compensate people suffering from gambling
harms only if they signed non-disclosure agreements. Mr Alexander replied
“We [GVC] have never done that. We have NDAs in place that are customer-
friendly. In 2019, we entered into 28 of these settlement agreements. They
have all been disclosed to the Gambling Commission ... . We have never
forced customers to sign them in the way that you have said.” He added
that “there were 28 ... they were absolutely not forced, and they were fully
disclosed to the Gambling Commission.*??

This evidence was given on 4 February 2020. We asked for further
information on a number of issues. On 2 March we received supplementary
evidence from GVC stating:

“At GVC, we do not use “NDAs” per-se in relation to the settlement
of customer disputes. We use “Settlement Agreements” ... Usually,
Settlement Agreements involve us paying a financial sum to the relevant
customer. However, we would not offer to pay someone more money in
return for signing a settlement agreement ... . Confidentiality clauses
are commonplace in most, if not all Settlement Agreements, across all
industries, where threatened or actual litigation is settled.”*?*

We asked for further clarification of the 28 settlement agreements which
Mr Alexander had said were “fully disclosed to the Gambling Commission.”
On 27 March we received further supplementary evidence stating:

“Of the 28 settlement agreements referred to by Mr Alexander at the
session on 4th February, the Gambling Commission are specifically
aware of 4 complaints which have involved the use of a settlement

421 IBAS, ‘Terms of use’, para 16: https://www.ibas-uk.com/how-ibas-works/terms-of-use/ [accessed 4

May 2020]

422 Written evidence from Alex Macey (GAMO0058)
423 Q 137 (Kenny Alexander)
424 Supplementary written evidence from GVC Holdings Plc (GAMO0117)


https://www.ibas-uk.com/how-ibas-works/terms-of-use/
https://committees.parliament.uk/writtenevidence/140/html/
https://committees.parliament.uk/oralevidence/97/html/
https://committees.parliament.uk/writtenevidence/669/html/

402.

403.

CHAPTER 5: GAMBLING-RELATED HARM 105

agreement in the last 12 months. ... The important position that
Mr Alexander was seeking to highlight was that of the 28 agreements,
where there is a requirement to inform the Gambling Commission of the
underlying facts, we have in the last 12 months complied with this and
will continue to do so, and that none of the agreements prevented the
customer or third party from speaking to any regulator, including the

Gambling Commission about the underlying dispute or the agreement
itself.”*®

It is clear to us that the agreements which GVC prefer not to call NDAs
are agreements which almost invariably, if not always, include a provision
prohibiting the other party from disclosing the terms of the agreement to
anyone other than the regulator. We can understand that, in the course of his
oral evidence, Mr Alexander might have been mistaken in saying that all 28
agreements had been “fully disclosed to the Gambling Commission”, but it
is unfortunate that we had to ask for further supplementary evidence before
the true position was revealed. Finally, although GVC “would not offer to
pay someone more money in return for signing a settlement agreement,” we
are left with the distinct impression that they would not be prepared to pay
any money to someone who was unwilling to sign a settlement agreement
with a non-disclosure clause.

Mr Taylor told us that “We have signed confidentiality agreements to prevent
copycat claims, but nothing prevents the information going to the Gambling
Commission, and we would explicitly notify it of those as well.” However,
we subsequently received written evidence from Flutter Entertainment plc,
the owners of Paddy Power Betfair, which demonstrates the lengths to which
they are prepared to go to attempt to confuse what is in fact a very simple
issue:

“We welcome the opportunity to clarify the difference between NDAs
and settlement agreements, which are terms often used interchangeably
despite them being very different. An NDA (or a non-disclosure
agreement) is an agreement between two or more parties that contains
obligations on those parties to keep certain information confidential.
NDASs are used widely for many different business reasons and not simply
to settle disputes between parties. NDAs also often do not require one
party to make a payment to the other. A settlement agreement, on the
other hand, is an agreement between two (or more) parties where the
purpose is to specifically settle a dispute. Settlement agreements will
invariably include confidentiality obligations on the respective parties,
which have the primary purpose of stopping fraudulent copy-cat claims.
We would like to place on the record once again that Paddy Power and
Betfair do not use NDAs when settling disputes with customers, however
we do use settlement agreements. Although our settlement agreements
do contain confidentiality provisions, as explained previously, we
have never included a provision within any settlement agreement with
a customer that would preclude that customer from contacting the
Gambling Commission.”4?°

404. We have already explained why we do not regard NDAs and settlement

agreements as “very different” when the settlement agreements “do contain

425 Supplementary written evidence from GVC Holdings Plc (GAMO0126)
426 Supplementary written evidence from GambleAware (GAMO0128)
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confidentiality provisions”. OQur view seems to be shared by William Hill,
the relevant part of whose supplementary evidence begins: “Finally, with
regard to NDAs or settlement agreements—we have used these in a very
small number of cases to settle customer disputes in the interests of both
parties without recourse to costly and time consuming legal action.”**’

The lengthy oral and written evidence we have received from the industry
on this issue convinces us of two things. First, the industry is anxious to
use non-disclosure clauses in the agreements they reach because the factual
background of such agreements reflects little credit on them. And secondly,
it is only if the facts behind the settlement of disputes are routinely revealed
(assuming the customer so wishes) that this will contribute to improving the
conduct of the operators. This lack of transparency, so strongly defended by
the industry, is one of the main factors which persuade us that only a wholly
independent scheme will be adequate to settle disputes between operators
and their customers.

An Ombudsman scheme

An ombudsman scheme would satisfy these criteria. As Lydia Thomas said,
“Many other industries have an ombudsman, who customers can take their
complaints to. Take for example the energy industry, it has an ombudsman,
and strict regulations to try and protect consumers from unfairness—why
is it not the same in the gambling industry?”**® Gambling with Lives also
favoured “an independent ombudsman with responsibility for protecting the
individual consumer.”**°

Dr Moyes told us that while the Commission itself did not have a position
on this, he himself was “a bit sceptical”. He added: “My sense is that when
complaints come in about gambling, the complainant wants fast action and
is not terribly interested in a deep analysis of systems, in the way that in some
other sectors—health, for example—the ombudsman plays a really valuable
part.”**° When they sent us supplementary evidence, the Commission were
still unwilling to take a position: “We are open to exploring with government
how this gap in the availability of redress could be filled. The establishment
of a gambling ombudsman would likely require a statutory basis. Such a
body would need to replace existing ADR providers so that consumers were
clear about who to turn to.”**!

We wholly agree that an ombudsman should replace rather than complement
ADR. There are non-statutory schemes which work well, but they rely on
the full cooperation of the companies involved. A mandatory ombudsman
scheme for the gambling industry would need a degree of coercion which
only statute could provide.

A precedent for this is provided by the Financial Ombudsman Service (FOS),
which settles individual disputes between consumers and businesses that
provide financial services: bank accounts, investment products, mortgages,
loans, some pension products, PPI etc. Their service is free for consumers,

427 Supplementary written evidence from William Hill (GAMO0118)
428 Written evidence from Lydia Thomas (GAMO0004)
429 Written evidence from Gambling with Lives (GAMO0098). They also thought an ombudsman should

protect “the wider public”, but this would in our view not be the primary aim, though it might also
have that result.

430 Q 149 (Dr William Moyes)
431 Supplementary written evidence from the Gambling Commission (GAMO0116)
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and over one million people a year contact them with their problems. The
FOS was set up under Part 16 of the Financial Services and Markets Act 2000.
The complaint initially goes to a case handler for informal adjudication, but
a consumer who is dissatisfied with the case handler’s assessment can ask
an ombudsman to carry out a formal review of the case. The ombudsman’s
decision in writing is communicated to both sides. If it is accepted by the
consumer, it becomes legally binding on the financial business.

A feature of the scheme which seems to us important is its transparency:
under section 230A of the Financial Services and Markets Act 2000,**? an
ombudsman’s determination must be published unless the ombudsman
believes this would be inappropriate. Unless the complainant agrees, the
report of the ombudsman’s determination will not disclose any details which
would allow the complainant to be identified, but there is no way in which
the complainant can be prevented from publicising the determination.

IBAS, despite being a provider of ADR services, explained why they favoured
a Gambling Ombudsman:

“It is our stated ambition to grow and evolve into an ‘Ombudsman’
member, becoming in the process the first Gambling Ombudsman.
We believe that a single, gambling ombudsman would be in the best
interests of clarity and consistency in decision making, as well as
reducing potential confusion for consumers.”**?

Brigid Simmonds, the Chair of the BGC, also told us that IBAS would be
quite keen to become an ombudsman, adding: “That is one of the things that
the Committee might think about going forward”.*** We have indeed thought
about this. Our view is that a provider of ADR services which is already
seen by some as having close links to the industry, by which it is directly
funded, would not necessarily be seen to have the degree of impartiality
required of an ombudsman; but that would be for others to judge once our
recommendation has been implemented.

Ministers told us: “The National Audit Office has recommended that the
government consider reviewing the effectiveness of existing mechanisms for
individual redress, and we are considering this recommendation carefully.”**
We believe the Government need look no further.

We recommend the setting up of a statutory independent Gambling
Ombudsman Service, modelled on the Financial Ombudsman
Service, to settle disputes between gambling operators and gamblers.
Membership of the service should be a condition of the grant of an
operator’s licence.

432 Inserted by Financial Services Act 2012, schedule 11, paragraph 7
433 Written evidence from IBAS (GAMO0048)

434 Q 137 (Brigid Simmonds)

435 Supplementary written evidence from HM Government (GAMO0135)
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CHAPTER 6: CHILDREN AND YOUNG PEOPLE

Young people and gambling prevalence

It is illegal for any child under 16 years old to take part in any form of
commercial gambling, other than using Category D gaming machines.
However, the Gambling Commission’s Young People and Gambling Survey
2019*%¢ found that 11% of young people between 11-16 years old had spent
their own money on a gambling activity in the seven days prior to the study.
This suggests a decrease in gambling participation since 2018, when 14%
indicated that they had gambled in the past week. This is consistent with
the downward trend in gambling since 2011, when 23% of 11-16 year olds
in England and Wales stated that they gambled. The decline in young
people having gambled in the last week is reflected in the reported trends of
gambling participation in the past 12 months, decreasing from 39% in 2018
to 36% in 2019.

The 11% of young people in 2019 who said that they had gambled in the past
week equates to approximately 350,000 young people in England, Scotland
and Wales. Participation in gambling remains higher among boys (13%) than
girls (7%), and older children (12% of 14-16 year olds compared to 9% of
11-13 year olds). The rates of gambling in the past week (11%) are lower than
drinking alcohol (16%), but higher than using e-cigarettes (7%), smoking
(6%) or taking illegal drugs (5%).

The most common gambling activities that young people had spent their own
money on in the previous week were placing a private bet for money (5%) and
fruit/slot machines (4%). 3% of young people had bought a National Lottery
scratchcard from a shop, played cards for money with friends or placed a bet
at a betting shop. There has been a small increase in online gambling among
young people from 1% in 2018 to 3% in 2019.

Table 10: Types of gambling in the past week by gender

Males Females

Gambling with friends 7% 3%

Gambling on premises 7% 4%

Any National Lottery games 5% 2%

Any online gambling 4% 1%

Source: Gambling Commission, Young People and Gambling Survey 2019: a research study among 11-16 year
olds in Great Britain (October 2019): hitps://www.gamblingcommission.gov.uk/PDF/Young-People- Gambling-

Report-2019.pdf [accessed 6 April 2020]

417.

The first experience of gambling for most young people is playing on fruit/
slot machines, which was mentioned by 23% of 11-16 year olds who have
ever gambled. This is followed by placing a private bet for money (e.g. with
friends), mentioned by 13% of young people.

436 Young People and Gambling Survey 2019: a research study among 11—16 vear olds in Great Britain
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Table 11: First gambling activity

First gambling activity

Fruit or slot machines 23%
Placing a private bet for money 13%
Playing cards for money with friends 10%
Bingo somewhere other than a bingo | 9%
hall

National Lottery scratchcards 6%
Betting at a betting shop 3%
Lotto 3%
Bingo at a bingo club 3%

Source: Gambling Commission, Young People and Gambling Survey 2019: a research study among 11-16 year
olds in Great Britain (October 2019): hitps://www.gamblingcommission.gov.uk/PDF/Young-People- Gambling-
Report-2019.pdf [accessed 6 April 2020]
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These figures combine the proportion of young people who indicated that
they gambled in the past week, and/or four weeks and/or 12 months.

Young people and problem gambling

The DSM-IV-MR-] screen is one of the most widely used mechanisms for
identifying adolescent problem gamblers. It contains nine questions which
can help to decide if an individual is a problem gambler, an at-risk gambler,
or non-problem gambler*’”. The Gambling Commission has applied the
DSM-IV-MR-] screen to the Young People and Gambling Survey dataset to
assess the relationship between young people and problem gambling.

The Gambling Commission’s analysis**® shows that 1.7% of 11-16 year olds,
which equates to 55,000 young people, are classified as problem gamblers,
2.7% as at risk gamblers, and 31.5% as non-problem gamblers. It also suggests
that there is a variation by gender, with boys more likely to be defined as
either problem gamblers or at-risk gamblers, than girls.

Table 12: Gambling classification by gender

Classification

At-risk
gamblers

Problem
gamblers

Non-
gambler

Non-problem
gambler

Boys aged

61.4% 32.4% 3.8% 2.0%

11-16

Girls aged
11-16

67.3%

30.4%

1.6%

0.7%

Source: Gambling Commission, Young People and Gambling Survey 2019: a research study among 11-16 year

olds in Great Britain (October 2019): hitps://www.gamblingcommission.gov.uk/PDF/Young-People- Gambling-

Report-2019.pdf [accessed 6 April 2020]

437 The individual is asked whether they undertake nine particular behaviours or actions ‘never’, ‘once
or twice’, ‘sometimes’ or ‘often’. The individual will score a point for each of the nine criteria that
they meet. If the individual has undertaken four or more of the behaviours listed, they receive a score
of four or more and will be classified as a ‘problem gambler’. A score or two or three identified the
individual as an ‘at-risk gambler’, and a score of zero or one indicates a ‘non-problem gambler’.

438 Young People and Gambling Survey 2019: a research study among 11—16 vear olds in Great Britain
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421. The analysis also shows that there is very little variation in the rates of
problem and at-risk gambling, among different ages.

Table 13: Gambling classification by age

Classification | Non- Non-problem | At-risk Problem
gambler | gamblers gamblers gambler

11-13 years 66.2% 29.6% 2.4% 1.6%

14-16 years 61.7% 33.2% 3.0% 1.7%

Total 63.9% 31.5% 2.7% 1.7%

Source: Gambling Commission, Young People and Gambling Survey 2019: a research study among 11-16 year
olds in Great Britain (October 2019): hitps://www.gamblingcommission.gov.uk/PDF/Young-People- Gambling-

Report-2019.pdf [accessed 6 April 2020]
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Loot boxes

In video games, a loot box is a virtual item which can be redeemed to receive
a further randomised virtual item, such as a customisation option for a
player’s character or additional weapons and armour. Typically, players pay
for the loot box itself or receive the box during the game and later buy a
‘key’ to redeem it. Dr David Zendle, lecturer in Computer Science at the
University of York, referred to the Commons Digital, Culture, Media and
Sport Select Committee’s definition of loot boxes as “things in video games
where you are handing over money and you are getting something uncertain
that is determined randomly in some way”, 3°

This definition encompasses not only loot boxes, but also skins, player packs
and all other mechanisms by which a player pays money for a randomised
item. Skins are virtual items which change the appearance of the player’s
character in a game, but have no impact on performance or gameplay. Skins
can be purchased with real money, won during the course of playing a game,
and are sometimes obtained by opening loot boxes.

As the quality of skins in video games improved over time, demand increased,
creating a market for skins as an online currency. Players can now buy and sell
skins for real money, as well as using skins as a virtual currency to gamble on
other activities, such as professional video gaming, known as eSports. Using
skins as a currency to gamble online is considered gambling, and is already
regulated by the Gambling Commission under the Gambling Act 2005. The
regulation of skins gambling has no impact on skins in video games, it is
still possible for players to purchase skins with real money, obtain them by
opening loot boxes, or win them while playing a game. Any reference to
skins in this report refers to skins as an element in video games, not skins
gambling.

In this chapter, ‘loot boxes’ will be used to refer to all mechanisms by which
a player pays money for a randomised item.

Loot boxes have been a feature of video games since the early 2010s, but
came to prominence with the release of Star Wars Battlefront 2 in November
2017. This game was subject to widespread criticism**® as some of the main

439 Q 199 (Dr David Zendle)
440 ‘Star Wars Battlefront II game faces further backlash’, BBC News (15 November 2017): https://www.

bbc.co.uk/news/technology-41997252 [accessed 16 April 2020]
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characters in the franchise were not automatically available, but had to be
purchased in-game with real money or purchased with in-game currency
earned by playing the game for a prolonged period.

427. In April 2018, the Belgian Gaming Commission concluded that loot boxes
met the legislative definition of a “game of chance”, and are therefore a form
of gambling and illegal under Belgian law**. The director of the Gaming
Commission, Peter Naessens, stated:

“Paying loot boxes are no innocent component of video games which
present themselves as a game of skill. Players are tempted and misled
by them and none of the protective measures for games of chance are
applied. Now that it has become clear that children and vulnerable
persons in particular are being exposed to this without any protection,
the game producers, and also the parties involved, are called upon to put
a stop to this practice.” 442

428. In April 2018, the Netherlands Gaming Authority declared that some loot
boxes would be classed as legal and others as illegal, depending on whether
the content was transferable*#>. It stated that loot boxes where the content was
non-transferable were seen as games, and therefore legal, while loot boxes
where the content was transferable were seen as gambling, and therefore
illegal.

429. As mentioned in Chapter 3*** when considering online gambling, another
development that blurs the boundaries between video gaming and gambling
is social gaming. Traditionally, social gaming was used to refer to video
games that allow or require social interaction between players, rather than
games played in solitude. Over time social gaming has become the term to
describe games played on online social media platforms, often with other
players. Some social games include gambling-like features such as playing
with cards or dice, or slot machine style games.

430. The Gambling Commission explained that:

“Some of the games you can play online might look like gambling but
do not meet the legal definition. They may involve a game of chance
for a prize and may use gambling mechanics such as cards or dice but,
crucially from a narrow legal perspective, if the prize is not money or
money’s worth, they are not gambling under UK legislation.”*%

431. The Commission commissioned a scoping review of social gaming to assess
the potential risks. Based on this review, it concluded that there was no
“persuasive case”**® to move from its present position of keeping a ‘watching
brief’ on social gaming. The Commission gave two reasons for this decision:

441 Belgian Gaming Commission, ‘Belgian Gaming Commission rules after analysis: “Paying loot
boxes are games of chance”: https:/www.gamingcommission.be/opencms/opencms/jhksweb_en/
gamingcommission/news/news_0061.html [accessed 16 April 2020]

442 Ibid.

443 Netherlands Gaming Authority, A study by the Netherlands Gaming Authority has shown: Certain loot
boxes contravene gaming laws (19 April 2018): https://kansspelautoriteit.nl/publish/library/6/press
release_loot_boxes_19_april_2018_-_en.pdf [accessed 16 April 2020]

444 Chapter 3, paragraphs 146-147

445 Gambling Commission, ‘Social Gaming”: https:/www.gamblingcommission.gov.uk/for-the-public/
Safer-gambling/Consumer-guides/Social-gaming.aspx [accessed 22 April 2020]

446 Ibid.
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“While the data suggests that, in general, the vast majority of people who
play social games spend very modest amounts of time and money, there
is clearly a very small group who spend significant amounts. However,
it is likely that this group is not sufficiently large to justify any form of
additional regulatory intervention.

While playing social games does not appear to be harmful in itself (for
the vast majority of players) we are much less clear on whether in some
circumstances it leads on to, or causes, more harmful behaviours.”*%’

Loot boxes and problem gambling

Dr Zendle’s written evidence**® referred to his research which shows that loot
box spending is linked to problem gambling in both adults and adolescents.
Dr Zendle has undertaken various studies which found that spending money
on loot boxes is linked to problem gambling, and that the more money
individuals spent on loot boxes, the more severe their problem gambling.
Dr Zendle emphasised that “in every single one” **° of these studies,
there was a link between spending on loot boxes and problem gambling.
Moreover, “all effects observed were of a clinically important magnitude.”
40 Dr Zendle expanded on this point in oral evidence, stating that the link
between problem gambling and loot boxes is “extraordinarily robust. It is of
a magnitude that is uncommon in the social sciences. You see it every time
you measure how much people are spending on loot boxes and their problem
gambling. It has been replicated across the world, from Canada to Finland
to the UK”.*! These observed links between loot box spending and problem
gambling were much stronger in adolescents than adults.

Dr Zendle’s research suggests that either loot boxes cause problem gambling,
or they exploit problem gambling among gamers to generate profits:

“It may be the case that these things are linked because spending on loot
boxes causes problem gambling. This is a credible explanation because
loot boxes are very similar in many ways to gambling, and therefore
may provide a gateway to it. However, it may alternatively be the case
that this relationship exists because people who already have gambling
problems are drawn to spend significantly more on loot boxes. This
also makes sense. Problem gambling is characterised by uncontrolled
excessive spending on gambling. LLoot boxes share many similarities
with gambling. It therefore makes sense that this uncontrolled spending
may transfer to loot boxes t00.” 2

In oral evidence, Dr Zendle explained that some more recent research
“found that young people who spend money on loot boxes are more than 10
times as likely to be problem gamblers than those who do not”.#>* However,
Dr Zendle also emphasised that the research does not show that loot boxes
are a gateway into gambling, just that the two coincide.

447
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Dr Zendle suggested that as loot boxes share many features with gambling,
and that spending on loot boxes is linked to problem gambling in both adults
and children, they should be regulated. He explained:

“The ideal thing to have happened would have been industry self-
regulation. It would have been some sort of big commitment from the
video games industry to find out what is happening and do something
about it. That has not happened. Therefore, I am not against the
proposals... that some form of regulation external to the games industry
is necessary.” ¥4

Concerns about the relationship between loot boxes and problem gambling
have also been raised by organisations working with children and young
people. In October 2019, the Children’s Commissioner published a report
Gaming the System, *>®> which looked at the relationship between video gaming
and children. The report raised concerns about loot boxes specifically, as
well as the wider role that money plays in video games.

The Children’s Commissioner’s report made various recommendations
about limiting the role of money in video games aimed at children, such
as introducing maximum daily spend limits and introducing features to
allow players to track their historic spend. The report also made specific
recommendations to ensure that loot boxes would be regulated as a form of
gambling:

“The Government should take immediate action to amend the definition
of gaming in section 6 of the Gambling Act 2005 to regulate loot boxes
as gambling.

The Government must also undertake a wider review into the current
definition of gambling in the Gambling Act, to ensure that it accurately
reflects new forms of gambling, including those forms found in online
games.” ¢

Simone Vibert, the Senior Policy and Public Affairs Analyst from the
Children’s Commissioner’s Office, explained the importance of children’s
perceptions of loot boxes. She said that the most important point to come
out of the Commissioner’s research was that children themselves describe
buying loot boxes as a form of gambling, without being prompted. As a result,
the Children’s Commissioner believed that loot boxes should be treated as
a gambling product “If it looks like gambling and it feels like gambling in
children’s eyes, our message is very simple: that it should be regulated and
recognised as such.” 4>’

Ms Vibert also explained in more detail the Commissioner’s concerns about
the Gambling Act, and how its definitions fail to reflect the way in which
children are thinking about video gaming and gambling:

“In our view, the fundamental stumbling block here is the Gambling
Act’s definition of gambling. In particular, the definition of a prize,
“money or money’s worth”, does not reflect the way children spend and,

454 Ibid.
455 Children’s Commissioner, Gaming the System (October 2019): https://www.childrenscommissioner.

gov.uk/wp-content/uploads/2019/10/CCO-Gaming-the-System-2019.pdf [accessed 14 April 2020]

456 Ibid.
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in our eyes, gamble money online. Some of these items in games do not
have monetary value. Some of them do because you can trade them
illegally on other sites, but let us park that for now. They have immense
value to the children who are spending money to get them, whether that
is to take part in the game all their friends are playing or whether it is to
not be bullied, in some cases. That is where we feel the Gambling Act is
not working in the way it should in the modern world.” +°8

While witnesses, including Dr Zendle and Ms Vibert, emphasised the need
to regulate loot boxes, the Gambling Commission was rather more hesitant
about bringing such products into its remit. Mr McArthur stated that he
was concerned about the “blurring of the lines” **° between gambling and
video gaming, and that some video games “look and feel like gambling, but
are not”.%° However, Mr McArthur refused to comment on any possible
legislative amendment to bring loot boxes within the remit of the Gambling
Commission, merely stating that “a change of the law is a matter for
Parliament. If that decision was taken, we would regulate it.” 4!

Mr McArthur described various options for dealing with loot boxes: “One
possibility is the Gambling Commission regulating this; one is these products
not existing; one is somebody else regulating it.” > However he seemed
reluctant to see the Gambling Commission taking on the regulation of loot
boxes and told us “I am not making a land grab to regulate the gaming
industry. I would rather they stayed away from the perimeter in the first
place.” 19

The Government’s evidence stated that its review of the Gambling Act
2005 would “focus on issues around loot boxes***”, While we welcome the
Government’s intention to consider the relationship between gambling and
video gaming, we believe that this issue requires more urgent attention. The
Government emphasises that “it is important that gambling legislation is
applied to activities in a proportionate manner, and any changes should
be informed by evidence and after a full consideration of the unintended
consequences that may result*®®”, We agree that it is vital that any legislative
changes are based on evidence; the evidence we have heard has stressed the
urgency of taking action, and has not drawn attention to any unintended
consequences.

The House of Commons Digital, Culture, Media and Sport Committee’s
report on Immersive and Addictive Technologies*®® recommended that
the Government should bring forward regulations under section 6 of the
Gambling Act 2005 to specify that loot boxes are a game of chance. The
Government’s response*®’ to the report, published in June 2020, stated
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460 Ibid.
461 Q 159 (Neil McArthur)
462 Ibid.
463 Ibid.

464

Supplementary written evidence from HM Government (GAMO0135)

465 Ibid.
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that to support the review of the Gambling Act 2005, the Government will
be launching a call for evidence on loot boxes. The call for evidence will
examine:

“The size and variation of the market, the design of mechanisms, the
context in terms of other types of in-game spending, the impact on
consumers and particularly young people including links to problem
gambling, and the effectiveness of the current statutory and voluntary
regulation.”#68

The Government’s response emphasises that the results from the call for
evidence will be considered alongside the review of the Gambling Act 2005,
and “the Government stands ready to take action should the outcomes of
the call for evidence support taking a new approach to ensure users, and
particularly young people, are protected”.*°

There is academic research which proves that there is a connection, though
not necessarily a causal link, between loot box spending and problem
gambling. We echo the conclusions of the Children’s Commissioner’s report,
that if a product looks like gambling and feels like gambling, it should be
regulated as gambling. We also agree with the House of Commons Digital,
Culture, Media and Sport Committee’s recommendation that loot boxes
should be regulated as a game of chance.

We recommend that Ministers should make regulations under
section 6(6) of the Gambling Act 2005 specifying that loot boxes and
any other similar games are games of chance, without waiting for the
Government’s wider review of the Gambling Act.

Redefining gambling

As stated above®™, loot boxes first appeared in video games in the early
2010s, and despite growing concerns about their impact on children and
young people, action has yet to be taken to regulate them in Great Britain.
It is crucial that any future developments in gambling, video gaming or
other products that may contain gambling-like elements, which would not
currently fall within the definition of gambling, should be brought within
the remit of the Gambling Act as they appear. It is too late to regulate a
product as gambling, when it has already caused harm to children and young
people. Neither the Government nor the Gambling Commission can afford

to wait years before bringing new ‘gambling-like’ products within the remit
of the Act.

The recommendation above will deal with the immediate issue of loot boxes,
but gambling operators or gaming companies may develop new products
which blur the distinction between video gaming and gambling. If these
products cannot be brought within the legislative definition of a ‘game of
chance’, they will not be regulated as gambling. Children and young people
should be protected from all gambling and gambling-like products, not
merely those that can be defined as a ‘game of chance’. To ensure that all
future gambling-like products are regulated as gambling, Ministers must
have a power analogous to section 6(6) of the Act to specify that any activity

468 Government Response to the Digital, Culture, Media and Sport Select Committee Report on Immersive and

Addictive Technologies, p 7

469 Ibid.
470 See paragraph 426.
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which has the characteristics of gambling, even if not similar to a game of
chance, should be brought within the purview of the Act.

We recommend that section 3 of the Gambling Act 2005 should be
amended to give Ministers a power, analogous to that in section 6(6),
to specify by regulations that any activity which in their view has the
characteristics of gambling should be treated as gambling for the
purposes of the Act.

Underage gambling and problem gambling

We received conflicting evidence about the links between early-onset
gambling and problem gambling. In oral evidence in September 2019
Mr Waugh stated:

“I think it was a finding from the British Gambling Prevalence Survey
that problem gamblers have, on average, an age of initiation in gambling
about two years younger than non-problem gamblers, so we ought to
be concerned about youth gambling not simply for what happens to
children when they are children but what happens when they grow up.” 4!

The British Gambling Prevalence Study also found that problem gambling
prevalence was significantly higher among those who reported that they
were 15 or under the first time that they ever gambled (1.6%) than those who
were 22 or over (0.6%).*> However, Mr Waugh also referred to research that
questioned the link between childhood gambling and problem gambling:

“There was one study in 2011 around problem gambling among
adolescents in Great Britain by Professors Forrest and McHale. They
looked at whether there was any correlation between problem gambling
among children and seaside towns and they found no correlation. They
found if you lived in a seaside town, children were more likely to gamble
but not any more likely to be problem gamblers.” 47

452. John White, Chief Executive of BACTA, also questioned the evidence for

453.

believing that there is a link between early-onset gambling and problem
gambling:

“Your next question was about the association between gambling when
you are young and potential problems later on in life... I do not think
the evidence is as clear as people have suggested on that. Some of the
longitudinal studies say that people come in and come out... I do not
think the evidence is quite as clear-cut as might be suggested.”*™

We note the lack of consensus in the academic research about a link between
early-onset gambling and problem gambling in later life, but we ourselves
heard of the repeated experiences of families whose sons started gambling
underage and subsequently took their own lives. The families were from
different areas of the country, different socio-economic backgrounds, with
sons who died at different stages of life, but they were all united by the
fact that their sons had started to gamble underage. Charles Ritchie told
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us: “That is pretty much the case for all the Gambling with Lives families.
Most people we have come across who have developed a gambling disorder
generally started very young, certainly under 18.”%7> This correlation cannot
be ignored until the academic research is unequivocal. Stronger enforcement
action is required to ensure that young people cannot gamble underage.

454. The Gambling Commission and local trading standards officers
should undertake regular age test purchases and visits in all land-
based gambling venues such as betting shops, amusement arcades
and National Lottery retailers, and develop an appropriate age testing
scheme for online gambling operators.

Minimum age for gambling

455. Most commercial gambling in Great Britain is legal only for those aged 18
and over. However, there are two exceptions:

. Young people between 16 and 18 can legally purchase National Lottery
products, including draw-based games, scratchcards and online
instant-win games. They can also participate in society lotteries and
football pools; and

. There are no age restrictions on Category D games machines, which
include fruit machines, pushers and cranes.

National Lottery

456. In July 2019, the UK Government launched a consultation*’® seeking views
on whether the minimum age for some, or all, National Lottery games and
products should be increased from 16 to 18.

457. The consultation asked for views on three possible options:

. Making no change, and retaining the minimum age of 16 for all
National Lottery games;

o Raising the minimum age from 16 to 18 for National Lottery instant-
win games, such as scratchcards and online instant-win games; and

o Raising the minimum age to 18 for all National Lottery games.*”’

458. At the time, the then Minister for Sport and Civil Society, Mims Davies MP,
said: “ ... we also need to make sure that the National Lottery is fair and
safe. That is why we are looking to raise the minimum age for instant win
games so children and young people are protected ... 748

459. The written evidence we received was unequivocal in recommending that the
minimum age for playing all National Lottery products should be increased
from 16 to 18. Dr Frank Atherton, Chief Medical Officer for Wales, stated
that “the age of national lottery participation should be increased from 16 to 18
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year olds”*"®, while the European Lotto Betting Association emphasised that
its members believe “that the legal age for access to all forms of commercial
gambling should be 18”%8° and these restrictions should also apply to National
Lottery products. Professor Orford noted that “consideration should be
given to having a minimum age of 18 years for all gambling”*®! and the Royal
College of Psychiatrists stated that “young people between 16 and 18 should
not be able to purchase National Lottery products”.*8

Even Camelot had no opposition, with Nigel Railton, the Chief Executive of
Camelot stating:

“To be honest with you, we are reasonably relaxed about it. For 25 years
the age has been 16 so it is probably a good time to look at it. We do not
have that many people playing at 16 or 17 online ... Our position is that
it is ultimately a matter for Government and if Government want to
raise the age to 18, we will support that.”*8

The minimum age at which an individual can buy any National
Lottery product should be raised to 18.

Category D gaming machines

In evidence given to us, Sir Alan Budd discussed the UK’s anomalous
position in allowing children to play certain types of gaming machines, and
stated that “the Review Body spent a long time discussing this specific issue
because we were aware that nowhere else in the western world were children
allowed to play on gaming machines.” 8 There are many countries that
prohibit gambling below the age of 18, including Italy, Germany, Portugal,
and Denmark.

BACTA’s evidence argued that “the legal availability of certain forms of
commercial gambling is not unusual by international standards” *®> and that
“penny fall machines can be found across the globe”. However, as described
below, the concerns about Category D gaming machines centre on fruit
machines, rather than penny fall machines or cranes.

Research by Dr Wardle*®® showed that in 2017 an increasing proportion of
children who gamble did so on fruit machines, with 40% gambling on fruit
machines in 2017, compared to 23% in 2011. Research published by Cardiff
University in October 2019 also emphasised the popularity of fruit machines
among children:

“The gambling activity most frequently reported was fruit/slot
machines... This may be particularly problematic given their availability
and potential to become habitual due to high operant conditioning

479 Written evidence from Dr Frank Atherton, Chief Medical Officer for Wales (GAMO0006)

480 Written evidence from the European Lotto Betting Association (GAMO0007)

481 Written evidence from Professor Jim Orford (GAMO0019)

482 Written evidence from the Royal College of Psychiatrists (GAMO0091)

483 Q 120 (Nigel Railton)

484 Q 39 (Sir Alan Budd GBE)

485 Written evidence from BACTA (GAMO0050)

486 London School of Hygiene & Tropical Medicine, Trends in Children’s Gambling 2011-2017: https://

www.rgsb.org.uk/PDF/Trends-in-childrens-gambling-2011-2017.pdf [accessed 16 April 2020]


https://committees.parliament.uk/writtenevidence/58/html/
https://committees.parliament.uk/writtenevidence/60/html/
https://committees.parliament.uk/writtenevidence/76/html/
https://committees.parliament.uk/writtenevidence/220/html/
https://committees.parliament.uk/oralevidence/96/html/
https://committees.parliament.uk/oralevidence/17/html/
https://committees.parliament.uk/writtenevidence/132/html/
https://www.rgsb.org.uk/PDF/Trends-in-childrens-gambling-2011-2017.pdf
https://www.rgsb.org.uk/PDF/Trends-in-childrens-gambling-2011-2017.pdf

CHAPTER 6: CHILDREN AND YOUNG PEOPLE 119

processes, high event frequencies, near miss opportunities and short
intervals to pay out.” 487

465. Dr Philip Newall and colleagues?*®® investigated links between recollected
usage of legal gambling under the age of 18 and current problem gambling
symptoms among a group of British gamblers aged 18 to 40.%%° This research
found that adult gamblers with more problem gambling symptoms tended to
have engaged more often with Category D fruit machines (when aged below
18), and the National Lottery and National Lottery scratchcards (when
aged 16 or 17). While this does not show a causal link between the use of
these products and later life outcomes, the research does indicate that the
children who tend to use these gambling products frequently are more likely
to become problem gamblers as adults.

466. These concerns about fruit machines and childhood gambling are not
confined to academic research. Three of our four witnesses with lived
experience explained how fruit machines had played a part in introducing
them to gambling. Owen Baily, one of our witnesses with lived experience,
stated: “When I look back at my entry point to gambling, on reflection, I
developed a very unhealthy attachment to a fruit machine, which grew and
developed.”*° Tony Parente, another lived experience witness, also pointed
to fruit machines as a gateway into gambling: “When I was 17 or 18, I slowly
started on the fruit machines in pubs and service stations,”*’! As did Alex
Macey:

“I live in a seaside resort, and probably at age 10 I started to go into town
with friends on the weekend and into the arcades—there were plenty of
them, and still are. My friends would go on the normal games, perhaps
putting a little bit of money in a fruit machine, but I was compelled to
lose everything on the fruit machines.”*%?

467. The Gambling Commission’s evidence also raised concerns about Category
D machines:

“The Commission does have concerns about Category D fruit machines
which are typically found in premises catering for children and young
people—it is confusing for children and parents when products for
children look and feel exactly like those which are limited to adults, and
we do not know enough about the long-term impacts.”#?

468. The European Lotto Betting Association’s written evidence goes further than
merely raising concerns about Category D gaming machines, it suggests that
children should not have access to “any type of gambling products regardless

487 G ] Melendez-Torres, Rebecca Anthony, Gillian Hewitt, Simon Murphy and Graham Moore,
‘Prevalence of gambling behaviours and their associations with socio-emotional harm among 11-16
year olds in Wales: findings from the School Health Research Network survey’, European Fournal of
Public Health, ckz176, (3 October 2019): https://academic.oup.com/eurpub/article/doi/10.1093/eurpub/
ckz176/5580543 [accessed 11 June 2020]

488 Dr Alex Russell, Dr Steve Sharman and Dr Lukasz Walasek

489 Philip Newall, Alex Russell, Steve Sharman, Lukasz Walasek, ‘Frequency of engagement with legal
UK youth gambling products is associated with adult disordered gambling’, PsyArXiv, (March 2020):
https://psyarxiv.com/72uav/ [accessed 16 June 2020]
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of their perceived risk profile***.” It goes on to state that “Category D games
machines could act as gateway gambling products for young children.”*

BACTA responded to some of these concerns about children accessing
Category D gaming machines, with Mr White explaining that the Category
D fruit machines in arcades are there “for the adult members of the family”°°
and that Category D machines at the seaside should be “legally able to be
in the same room as the other machines”*? that children use. Mr White
acknowledged that it is “undoubtedly a fact that for some of the people you
have had before this Committee that their gambling problems are associated
with their early exposure to gambling. ”*°® He suggested that “the vast
majority of people have very similar or the same experiences and do not end
up with the same issues.”*°

BACTA also emphasised the likely impact of banning children from playing
Category D machines on seaside arcades, and on the wider economy of
seaside towns:

“[ ... ] these types of games formed the backbone of Britain’s family
seaside arcades. We know from our PWC report that approaching a
third of the British population enjoys visiting these arcades each year.
They provide local jobs and economic activity in towns up and down the
country that have little in the way of other economic activity. Without
them these towns would fall into further decline... the private investment
provided by seaside amusement arcade operators has added considerably
to the amenity value of towns up and down the country. It is also true
that it is the income from the seaside arcades that keeps Britain’s Piers
from falling into the sea.”>*°

We acknowledge that allowing children to play on Category D machines in
Britain is an international anomaly, and that if we were starting from scratch
in creating a new gambling industry it is unlikely that children would be
allowed to play on such machines. However, we are considering the gambling
industry as it is, and as it has been in Britain, and as BACTA has explained,
family amusement arcades are an integral part of seaside resorts. Banning
children from playing on Category D machines could well have a devastating
impact on individuals, businesses and communities®!.

We heard powerful evidence from those with lived experience that they
initially started gambling on fruit machines as children, before developing
severe gambling issues. We cannot deny that historically fruit machines have
been a gateway for some children into gambling, and ultimately, problem
gambling. However, as gambling practices have changed, particularly with
the massive growth in online gambling and video games with gambling-like
elements, we must ensure that we are tackling the current gateways into
gambling for children and young people, not those of 10, 15 or 20 years ago.
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473. The minimum age at which an individual can take part in any online
gambling should be raised to 18.

Children at racecourses

474. On-course bookmakers at racecourses have historically performed badly at
age verification checks and have allowed underage customers to place bets.
In July 2019 the Gambling Commission announced that seven bookmakers
were having their licences reviewed after allowing a 16-year old to place
a bet at Royal Ascot.’*? Officers from the Royal Borough of Windsor and
Maidenhead, alongside the Gambling Commission and Trading Standards,
conducted age verification test purchases at Royal Ascot. Of the 17
bookmakers tested, seven allowed a 16-year old to place a £5 bet.

475. Richard Watson, Executive Director of the Gambling Commission, stated
that:

“Despite various educational attempts to raise standards, by ourselves
and the trade bodies, the on-course sector has historically performed
poorly in both underage gambling test purchase exercises and Think 21
testing. Pass rates have failed to meet the standards expected and the
sector has consistently performed to levels below those we see in other
gambling and age restricted products. By way of example, over the past
four years, the on-course sector has a pass rate of around 35% for Think
21 testing.”>%

476. During a similar test purchasing exercise at Royal Ascot in 2014, all
bookmakers tested allowed a 16 year old to place a bet, without asking for
proof of age.>**

477. The Gambling Commission and local trading standards officers
should undertake more frequent age verification tests, and should do
so at all racecourses across the country, not merely at large meetings.
The Gambling Commission should use the full range of enforcement
action available to it, including large fines, licence reviews and
revocation for those bookmakers repeatedly allowing underage
individuals to place a bet.

502 Gambling Commission, ‘On course bookies face licence reviews’: https://www.gamblingcommission.
gov.uk/news-action-and-statistics/News/on-course-bookies-face-licence-reviews [accessed 16 April
2020]

503 Ibid.

504 Gambling Commission, “Twenty bookmakers at Ascot allowed 16-year-old to bet: operators warned
they must improve underage gambling controls’: https://www.gamblingcommission.gov.uk/news-
action-and-statistics/News/twenty-bookmakers-at-ascot-allowed-16-year-old-to-bet-operators-
warned-they-must-improve-underage-gambling-controls [accessed 16 April 2020]
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CHAPTER 7: ADVERTISING

Facts and statistics

In 2001, when the Budd review reported, the advertising of gambling products
was tightly restricted as part of the policy of not stimulating demand. The
Independent Television Commission had a Code of Advertising Standards
and Practice which reflected the then legal position by prohibiting the
advertising of betting and gaming, except football pools, bingo, the National
Lottery and other permitted lotteries. The Code additionally prevented
“telephone, internet and interactive-based credit betting services from
advertising”.’*> The Budd report recommended that advertising of gambling
products should be permitted, subject to a code of practice.’

The result may not have been what the members of the Budd report
anticipated. The gambling industry currently spends in excess of £1.5 billion
a year on advertising. Gambling advertising has increased exponentially since
the Gambling Act 2005 came into force. A financial analysis by Regulus
Partners, published by GambleAware in November 2018, revealed that 80%
of all gambling marketing activity is now on the internet, with companies
spending five times more online than on television. The figures indicated
the areas where gambling companies spent the most money on marketing in
2017:°°7

° Total spend by gambling companies on marketing went up by 56%
between 2014 and 2017, reaching £1.5bn;

. Direct online internet marketing costs in 2017 were £747m, almost
half (48%) of total gambling marketing spend;

. Advertising through marketing affiliates—websites, tipsters and
publications who earn commission for generating new business for the
gambling companies—was £301m, 19% of total expenditure;

. TV gambling advertising was £234m, only 15% of total gambling
marketing spend;

. Social media spend was £149m, more than tripling over three years,
and 10% of total gambling marketing spend;

. Sponsorship: £60m was spent in 2017, double the amount spent in
2014.

Some operators spent a larger proportion of their advertising outlay on
television advertising. Phil Cronin of Tombola told us: “Last year, in our
financial year up to the end of April [2019] we spent £32 million in the UK
on advertising. Our revenue in the UK was about £90 million, so 36% or 37%
of our revenue was spent on marketing the business. .... Half of that, £16
million, was spent on television advertising.””°® Other companies spent less
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506
507

Gambling Review Report, para 22.19

Gambling Review Report, para 22.17

GambleAware, ‘Press Release: Gambling companies spend £1.2 billion marketing online, five times
more than on television ads’, 24 November 2018 : https://about.gambleaware.org/media/1857/2018—
11-24-gambling-marketing-online-five-times-tv-ad-spend.pdf [accessed 4 May 2020] The figures
were derived from audited accounts of the top publicly listed operators and other available financial
data for private and offshore companies.
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on marketing, and a small proportion on TV advertising. Simon Wykes of
the Gamesys Group, said that their total spending on marketing was usually
within 10% to 15% of revenue. “We tend not to go on TV much ... TV is not
our most efficient form of advertising ... Jackpotjoy is an online-only brand,
SO every two years we give it a little boost with TV to get increased brand
awareness.”>%

We asked witnesses whether the purpose of the advertising was primarily to
grow the market, or whether it was simply a battle for market share within
the existing market. Guy Parker, the CEO of the ASA, replied:

“What the gambling companies are up to depends on the specific
gambling operator you are talking about. Some are incumbent operators
trying to defend market share. Others are new entrants to the market,
trying to challenge the incumbent operators and steal some of their
market share.”>°

Dan Taylor, the CEO of Paddy Power Betfair, one of the most well-established
companies, replied:

“I would guess that the majority of advertising is there to compete with
others for share of wallets and for customers across the sector. That is
the reality in what is a highly competitive industry in the UK in which
most customers will have relationships with multiple advertisers. Much
of it is about competing for a share.”!!

Tombola, on the other hand, from the very beginning had a twin strategy:
“One part is to try to retain customers as well as we can; the other is to
advertise and promote our services to new customers. Over the last four
years, for example, we have doubled in size in the UK.”>!?

Regulation of advertising

The ASA regulates gambling advertising under the umbrella of the Gambling
Act 2005 and through collective regulation with the Gambling Commission
and Ofcom. The ASA sets and enforces rules to ensure that gambling
advertisements (wherever they appear) do not undermine safe gambling and
are socially responsible. The rules do that by:

J Keeping gambling adverts away from TV programmes, websites and
other media content that appeal more to people under 18 than to adults;

° Ensuring that the content doesn’t exploit vulnerabilities associated
with gambling.’!?

The ASA regulates non-broadcast advertising, including newspapers, posters,
websites, social media, cinema, emails, leaflets and billboards. This is done
through the Committee of Advertising Practice (CAP). Co-regulation is an
arrangement the ASA have with Ofcom which has given the ASA a contract
to regulate TV and radio advertising, through the Broadcast Committee
of Advertising Practice (BCAP). They issue jointly a Code specifically for
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Gambling,” and it is a requirement of the LCCP that operators should
comply with the Code.’?

In February 2018 the CAP and the BCAP published guidance, Gambling
advertising: responsibility and problem gambling®'® “to ensure that ads are safe
and with a particular focus on mitigating potential harms associated with
problem gambling.” They explained: “The new guidance focuses on the
‘tone’ of ads. In essence, advertisers must be more careful with the messages
they use. Based on evidence, we targeted risk factors (presented in advertising
claims, imagery or other marketing approaches) that could unduly influence
vulnerable groups to behave irresponsibly.””!” The guidance:

. Restricted advertisements that created an inappropriate sense of
urgency, such as those including ‘bet now’ offers during live events;

. Restricted the trivialisation of gambling;

° Prevented approaches that give an irresponsible perception of the risk
or control;

. Provided greater detail on problem gambling behaviours and associated
behaviour indicators that should not be portrayed, even indirectly;

° Prevented undue emphasis on money-motives for gambling; and

. Provided more detail on vulnerable groups, such as problem gamblers,
that marketers need to work to protect.’'®

Effect of advertising

It is generally assumed that the increase in advertising is one of the causes,
perhaps the main cause, of gambling-related harms. There is certainly a
correlation, but we have received no evidence nor been pointed to any research
which proves that there is any causal link between gambling advertising and
problem gambling. On the contrary, Mr Parker said: “The indicators do not
accord with the view that the undoubted increase in gambling advertising
and in accessibility to gambling services, through smartphones, is driving a
significant increase in problem gambling.”>"’

Mr Parker added: “I worry about this, because it seems common-sensical
that, if there is a big increase in the volume of advertising, all other things
being equal, it ought to lead to an increase in problems. The data is not
showing that ...”>2° This concerns us too. Plainly the companies would not
spend increasingly large sums on advertising if they did not believe that this
would increase either the overall amount gambled, or the amount gambled
with their company, or both, and it does indeed seem counter-intuitive that
this should not also result in an increase in gambling-related harms.
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487. In part, the problem may be due to the poor quality data that is currently
available to investigate this relationship. Aggregated data, such as the
prevalence rate of problem gamblers and overall gambling advertising spend,
will not reveal what the prevalence rate of disordered gambling would be
in the absence of gambling advertising. Even if prevalence rates of problem
gambling were trending down, they might have trended lower still if there
was no advertising. Research could look at policy changes, such as Italy’s
2019 gambling advertising ban, to understand better the causal effect of
gambling advertising. Greater access to gambling operators’ data on which
parts of the population are exposed to the most gambling advertising could
help reveal whether those subgroups also show excess increases in gambling-
related harm.

Advertsing and children

488. Children are watching less TV than they were, and their exposure to TV
advertisements generally, and to gambling adverts in particular, is decreasing.
In 2008, the first full year for which advertisements for gambling were
allowed on TV, children’s exposure was on average 2.2 advertisements per
week. This increased to a peak of 4.4 per week in 2013, since when it has
declined. The exposure was to 2.8 advertisements per week in 2017, and it is
still decreasing.’?!

489. In March 2018 GambleAware commissioned two independent consortia to
assess the extent, nature and impact of gambling marketing and advertising
on children, young people and vulnerable groups in the UK. In July 2019
Ipsos MORI published an interim synthesis report, and it used this as a basis
for written evidence submitted to us.’??> The final report was published in
March 2020.5%

490. Ipsos MORI explained that a core part of the current advertising regulations
relates to whether or not particular advertising content has “particular
appeal” to children. When this is deemed to be the case, the advertisement
is not allowed. Examples of themes or features that may be deemed to have
particular appeal include the use of cartoon characters or animated style,
bright colours or depiction of young people (i.e. under the age of 25). Their
research found that children were attracted to a wide variety of themes and
features within advertising, for example, humour and contemporary cultural
references. These features may appeal to adults as much as to children, but
this of course does not diminish the appeal to children. Ipsos MORI therefore
questioned whether it makes sense to base regulations on the premise of
“particular appeal”. They estimated that 41,000 UK followers of gambling-

521 Advertising Standards Authority, Children’s exposure to age-restricted TV ads (1 February 2019):
https://www.asa.org.uk/uploads/assets/uploaded/229cd7e6-f9e2-4cf0-85a0a463add0ee2d.pdf
[accessed 4 April 2020]

522 Written evidence from Ipsos MORI, Professor Agnes Nairn and Josh Smith (GAMO0069)

523 Ipsos MORI on behalf of GambleAware, Final Synthesis Report: The effect of gambling marketing and
advertising on children, young people and vulnerable adults (March 2020): https://about.gambleaware.
org/media/2160/the-effect-of-gambling-marketing-and-advertising-synthesis-report_final.pdf
[accessed 4 April 2020] and Ipsos MORI on behalf of GambleAware, Final Synthesis Report Executive
Summary: The effect of gambling marketing and advertising on children, young people and vulnerable adults
(March 2020): https://about.gambleaware.org/media/2157/the-effect-of-gambling-marketing-and-

advertising-exec-sum_final.pdf [accessed 4 April 2020]
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related accounts were likely to be under 16, and that children make up 17%
of followers of accounts focused on eSports gambling. They concluded that:

“there are serious concerns related to gambling advertising, particularly
on social media and for eSports betting. On Twitter, 68% of traditional
sports and 74% of eSports adverts were perceived by the researchers to
violate at least one of the advertising regulations put in place to protect
children and the vulnerable.”>?*

The reason children and young people are watching less live TV is of course
that they increasingly prefer social media. Dr Downs told us that through
marketing on their personal social media, children and young people are
exposed to advertisements and offers related to gambling, and added: “I
have personal experience with my 16 year old son getting gambling adverts
appear on his Instagram feed. Many children lie about their age on their
social media accounts and thus are vulnerable to seeing adverts or receiving
marketing that are not age appropriate.”>%

Mr Parker told us that the ASA launched their avatar monitoring in 2019.
They designed profiles that mimicked the behaviour of children of different
ages: very young children, children aged eight to 12, and young teenagers.
They used the avatars on hundreds of websites and video-sharing platforms,
and gathered and analysed the advertising that was served to them. During
the two-week period of monitoring:

“We found examples of gambling advertising that should not have been
served to those children ... There were 10,754 times that ads were served
to the child avatars across 24 websites and 55 YouTube channels clearly
aimed at children ... Gambling ads were served to the child avatars
on 11 of the children’s websites monitored [where] they were seen ...
a combined total of 151 times. ... One of the gambling operators—a
company called Vikings Video Slot—was responsible for 122 of those
151 ad impressions in that two-week period. It was being very careless
and not filtering when it should.”>?°

We have explained in the previous chapter how exposure to gambling at
an early age can lead to problem gambling in later life. Although the link
between an increase in gambling advertising and greater gambling-related
harm has not been established, we have no difficulty in concluding that
gambling advertising seen by children and young people may have serious
repercussions later in their lives.

The Government should commission independent research to
establish the links between gambling advertising and gambling-
related harm for both adults and children.

Sport and advertising

Much betting is of course on sport, and cannot take place without sport, as
many operators discovered to their cost while horseracing, football matches
and other sports were unable to take place. The evidence from the Federation
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of Racecourse Bookmakers,?” the BHA>?® and the English Football League
(EFL)°* was received in September 2019. When on 28 January 2020 we
took evidence from Alex Frost, the Chief Executive of the UK Tote Group,
Robin Grossmith, the Director of the Federation of Racecourse Bookmakers,
Nigel Roddis, the Managing Director of BritBet Racing, and Nick Rust,
the Chief Executive of the BHA, none of them of course anticipated the
current situation. Even Professor David Forrest, who at our request gave us
written evidence, dated 24 March 2020, on the relationship between sport
and betting,>** made no mention of the Covid-19 lockdown which had then
just begun. Few people then foresaw just how different life was going to be
on every front, not least live sports. This part of our report is therefore based
on the evidence we have from the recent past, in the hope and expectation
that it will again be relevant in the not too distant future.

496. Many operators can concentrate on eSports and virtual sporting events
instead of real sports, and to some extent have done so, but for on-course
racing, and especially horseracing and greyhound racing, the closure of
venues has been, and for some still is, little short of disastrous. We deal with
the special position of horseracing and greyhound racing later in this chapter.

497. A brief visit to any operator’s website will show that there is no sport which
one cannot gamble on. The much-used expression “gamblification of
sport” is usually applied to football. While the evidence we received related
only to football, horseracing and greyhound racing, our conclusions and
recommendations apply to all sports advertising.

498. There is more to sports advertising than TV or online: Dr Sharman and
Professor Turner “analysed the proportion of pages in matchday programmes
for premier league and championship matches that contained gambling
adverts and incidental exposure and found that gambling marketing was
found on over 20% of pages. When examining the child specific sections of
programmes, over 50% had gambling marketing exposure.”>*!

Complex sports betting

499. The traditional bet on a football match was simply on which team would
win: a “home-draw-away” bet. There is no key feature distinguishing a
home-draw-away bet between different bookmakers, and odds comparison
sites allow gamblers to find the bookmaker offering the most attractive odds.
The house edge on home-draw-away bets was a constant 10.5% in the late
1990s, before falling to a range of 5-6% in the mid-2010s.%?

500. However only 7.8% of the live-odds advertising shown by three bookmakers
over the World Cup in 2014 was for home-draw-away bets. A majority of
live-odds advertising focused on “complex bets” which pay off only if some
quite specific set of events occurs. For example, a bet can be advertised on
the home team to win by three goals to nil, called a “correct score” bet, which
featured in 35.9% of World Cup 2014 live-odds advertising on TV. “First/
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next goalscorer” bets are another complex bet category, requiring the gambler
to identify the player to score the next goal out of the 20 outfield players.
These bets featured in 38.8% of World Cup 2014 live-odds advertising.”*> A
“scorecaster” bet pays out only if the gambler can correctly guess both the
identity of the first goalscorer and the correct score of the match.

Complex bets can naturally offer bigger payoffs on successful bets, which
consumers find attractive. However betting odds from the mid-2010s reveal
a much higher house edge, in a range of 21.9%-23.2% for correct score
bets. By comparison, the house edge in European roulette is 2.7%, which
forms the basis of many electronic gambling machine games. Picking the
bets featuring most frequently in live-odds advertisements could increase
a gambler’s rate of losses by a multiple of around five times compared to
traditional football bets, or around 12 times compared to roulette.>>*

We have used football as the example, because that is where most research
has been done, but complex bets are also possible for many other sports.
They all have this in common, that the house edge is much higher than
for traditional simple bets, but that nevertheless gamblers are increasingly
attracted to them. It is not hard to see why advertising concentrates on them.

Interdependence of sport and betting

The EFL emphasised the importance to them of the sponsorship agreement
they have had with Sky Bet®* since 2013/14, which is likely to continue until
2023/24 at least.”*® They told us that Sky Bet had been an excellent partner
to football and the EFL. In addition, more than 60 of their clubs also have
co-existing arrangements with competitor betting brands (some including
front of shirt sponsorship) and beyond that many carry paid-for advertising
on pitchside perimeter boards and in matchday programmes.

The EFL said: “Professional football clubs are an integral part of the towns
and cities from which they take their name and, in many, deliver the biggest
single form of communal activity in their local area.”>*” We do not doubt this.
However, part of the community activity will be families, including children,
going to matches and seeing the shirt sponsorship, the perimeter boards and
the programmes. They may not be specifically targeted at children, but there
i1s no way children can avoid seeing them.

Arsenal has just extended its £200 million shirt sponsorship deal with
Emirates until 2024;>*® Chelsea has a similar 5 year deal with Yokohama
Rubber for £200m, which will come to an end this season;>*° and Manchester
United has a 7 year deal with Chevrolet worth £450m, which comes to an
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end next year.’*® Despite this, Professor David Forrest told us that although
the Premier League has the highest value sponsorships, its dependence on
this source of income is low. The typical value of a shirt sponsorship deal for
an English Premier League club is only £5m—10m per year, while even the
weakest club in the division would receive more than £125m thanks mainly
to broadcasting rights income. On the other hand, in the EFL and in Scottish
football, and in less high profile sports and competitions such as rugby league
and snooker, “there is little incentive for brands from other sectors to invest:
they do not pick up enough exposure to potential customers, in contrast to
the betting industry, which has an unusual proportion of customers for its
product concentrated in the viewing audience for a sports event.””*!

. Professor Forrest added:

“Many of these clubs and competitions would face difficulty in replacing
their betting sponsors, compromising the scale at which they could
operate and the quality of talent they could attract. It is striking that
in jurisdictions which have moved against sponsorship and advertising
by the betting sector—Australia and Italy—opposition from the betting
industry has been muted but that from sports leagues and broadcasters
strong.’*? This may reveal that betting houses themselves perceive their
marketing as about brand share rather than extending the market and
there would be some advantage to them from the state doing what
competition law prevents them from doing for themselves—negotiating
away heavy marketing budgets which just cancel each other out.
However, sports leagues will typically fight against restrictions because
their finances are precarious ... English football has the largest structure
of professional clubs in the world and shrinkage would likely take the
form of fewer towns being served by a professional club.”>*?

The whistle-to-whistle ban

In August 2019, the gambling industry’s voluntary ‘whistle-to-whistle’
ban on advertising came into force. Under this agreement, no gambling
advertising is shown during live sport televised before the 9pm watershed for
a ‘whistle-to-whistle’ period beginning five minutes before the start of the
match and finishing five minutes after the match has ended. However, this
ban does not apply to advertising for betting on horseracing or betting on
greyhound racing. Much has been made of this ban by some operators. Sky
told us that this, together with an earlier limit of the number of sports betting
advertisements to one per break, had had “a very significant impact on the
number of TV adverts served, particularly to younger audiences. August
2019, the first month of the new football season, saw a drop of 84% in the
number of TV adverts placed before the 9pm watershed.”>** Flutter, who are

540

541
542

543
544

Simon Peach, ‘Manchester United chasing lucrative shirt sponsor as Chevrolet deal nears end’,
Independent (10 October 2019): https:/www.independent.co.uk/sport/football/premier-league/
manchester-united-shirt-sponsor-contract-chevrolet-how-much-a29151201.html [accessed 4 April
2020]

Written evidence from Professor David Forrest (GAMO0123)

On 6 April 2020 it was reported that Italian football clubs had asked the Government to suspend for
12 months the law prohibiting gambling sponsorship and advertising during the Covid-19 pandemic:
Tom Daniels, ‘Italian sport leaders unite in attempt to restore betting advertising’, Insider Sport (6
April 2020): https://insidersport.com/2020/04/06/italian-sport-leaders-unite-in-attempt-to-restore-
betting-advertising/ [accessed 4 April 2020]

Written evidence from Professor David Forrest (GAMO0123)

Written evidence from Sky (GAMO0053)



https://www.independent.co.uk/sport/football/premier-league/manchester-united-shirt-sponsor-contract-chevrolet-how-much-a9151201.html
https://www.independent.co.uk/sport/football/premier-league/manchester-united-shirt-sponsor-contract-chevrolet-how-much-a9151201.html
https://committees.parliament.uk/writtenevidence/853/html/
https://insidersport.com/2020/04/06/italian-sport-leaders-unite-in-attempt-to-restore-betting-advertising/
https://insidersport.com/2020/04/06/italian-sport-leaders-unite-in-attempt-to-restore-betting-advertising/
https://committees.parliament.uk/writtenevidence/853/html/
https://committees.parliament.uk/writtenevidence/135/html/

130

508.

5009.

510.

511.

512.

SOCIAL AND ECONOMIC IMPACT OF THE GAMBLING INDUSTRY COMMITTEE

also part of the group that undertook the whistle-to-whistle ban, additionally
decided to remove Paddy Power and Betfair advertising on perimeter LEDs
and interview boards at UK football matches.’*

GVC have gone further still. Their CEO, Kenny Alexander, told us:

“We have ended all our shirt sponsorship and perimeter advertising. My
view on it is this: what is the difference between an advert 10 minutes
before a game and gambling ads whistling all around the park when
most people are watching the game? We have ended it. As I said earlier,
I think that gaming companies’ adverts are too much in the face of
consumers. Perimeter adverts, shirt sponsorship and TV advertising are
areas where I feel that it needs to be seriously curtailed.”>*¢

We were told of evidence from Australia:

“In early 2018, Australia implemented a ban on gambling advertising in
live sport ... Children still saw gambling advertising ... before and after
sporting matches, and also saw gambling advertising outside of sporting
programs, including on social media platforms. They also saw other
forms of promotions for gambling, such as shirt sponsorship, gambling
logos on hoardings, and embedded advertising on signage on the sports
court or field.”>%

We wholly agree that a ban from five minutes before to five minutes after a
match is of very limited use when viewers, including children, can throughout
the match see a plethora of gambling advertising on shirts and on the
perimeter—and when they are in any case likely to be watching outside that
whistle-to-whistle time. We suspect that Professor Forrest may be right in
thinking that operators are happy to cease advertising if they can be sure that
other operators will do the same.

A later watershed

Restrictions on some forms of gambling advertising, like the whistle-to-
whistle ban, apply only before the 9pm watershed. After the watershed
anything goes, so long as it is “legal, decent, honest and truthful”. Some
of our witnesses would like to see a total ban before the watershed, and
some would like to see a later watershed for gambling advertising. The first
category includes the Gauselmann Group, a German gaming and gambling
company, who “would also like to see the 9pm watershed extended to cover
all forms of gambling and limited thereafter,”>*® and the Evangelical Alliance,
who “continue to believe that a ban on gambling advertising before the 9pm
watershed is justified.””*® The Royal College of Psychiatrists believe that
“gambling adverts should be banned from any daytime TV. The watershed
should be increased to 11 o’clock, and certainly no gambling adverts at any
time near sporting events.”>>°

There are parallels with advertisements for products affecting childhood
obesity. In November 2019 the Select Committee on Communications and
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Digital published a report®! in which it discussed the potential impact of the
Government’s proposals. The Committee stated: “We do not think that there
is sufficient evidence that the proposed ban on high in fat, salt and sugar
advertising before the 9pm watershed would significantly reduce childhood
obesity. We are concerned that such a blanket ban could undermine the
funding model of commercial broadcasting in the UK without delivering
significant benefits to children’s health.” Mr Parker, though discussing
online advertising, made this point: “It is already against our rules to target
[online] advertising at people who are under 18. That renders the concept of
a watershed rather redundant ... ”.>>?

513. We are not persuaded that a change in what can be broadcast before the
watershed, or the timing of the watershed in relation to gambling advertising,
would on its own have much effect, beneficial or otherwise.

A ban on all advertising of gambling

514. Apartfrom the industry, Ministers were among the very few witnesses to argue
positively against a total ban on gambling advertising, writing: “Advertising
is one of the ways that [gambling companies] are able to compete for market
share. It is also one of the primary advantages that licensed and regulated
operators have over the black market. Prohibiting all gambling advertising
would undermine our ability to keep those who choose to gamble safe when
doing so0.”>*?

515. Although a number of witnesses advocated restrictions on gambling
advertising, none went as far as calling for a total ban. Dr Atherton called
for “greater regulatory control and ... statutory restrictions on where and
how gambling products may be advertised, similar to restrictions on the
advertising of tobacco and alcohol.”®* Professor Hornle suggested that
“it should be considered whether online advertising of gambling should
be prohibited,”**> but made no similar suggestion for other advertising.
Professor Orford wrote: “The precautionary principle should prevail here.
Prevention of harm should take precedence over other considerations. The
minimum change that is needed to protect children and young people is a
ban on any gambling promotion which is especially likely to be seen or heard
by under-18s.” He thought that in any new legislation “advertising should
be dealt with thoroughly in all its forms.”>>® But even he did not call for an
outright ban.

516. It is now accepted that any smoking, even on a small scale, is a risk to
health, and tobacco advertising has been prohibited for 15 years. However,
the gambling evidence base is less clear-cut, and there have as yet been no
sufficiently high-quality studies investigating whether gambling-related
harm increases even for small levels of gambling. We have already set out the
many arguments in favour of restricting advertising, especially at times and
in places where it is likely to be seen by children and young people, but we do
not believe there is any justification for an outright ban.
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Sports kit and sports grounds

As we have said, we believe that a change in the watershed would have as
little impact as the whistle-to-whistle ban. On the other hand, banning
the sponsorship of sports shirts and Kkits, and banning the advertising of
gambling on or near sports grounds, would in our view be very beneficial,
but it would of course mean that gambling companies would no longer have
much incentive to sponsor football clubs.

It seems that the removal of sponsorship would not unduly harm Premier
League clubs,”’ but it would very probably have a serious effect on
smaller clubs; some of those in the EFL might go out of business without
this sponsorship if they cannot find alternatives.’®® This would be highly
regrettable, especially given the close link between some of these clubs and
their local communities. The financial situation of some of them is currently
particularly fragile because of the impact of the coronavirus pandemic on
sport. We therefore think they should be given time, perhaps three years, to
adapt to the new situation. They would not be allowed in that time to enter
into new sponsorship contracts with gambling companies, but any existing
contracts could continue until they terminate, and clubs would have time to
seek alternative sources of sponsorship.

We have considered what the impact would be on on-course betting and
horseracing if a ban on advertising on or near sports grounds were extended
to racecourses. There are a number of important ways in which on-course
bookmakers are different to off-course and online bookmakers, including:

. Opportunities for frequent and personal contact with customers,
particularly the interaction between the bookmaker and customer
when placing a bet;

. Extensive gaps between races, which does not allow for customers to be
constantly placing bets; and

° On-course bookmakers only offer one product, not multiple platforms
as is the case for off-course and online bookmakers.>>*

The BHA told us that they are an industry which is heavily interlinked with
the UK betting sector. “Gambling advertising, targeted at adults, is a key
aspect of the funding model for FTA broadcasting of sport on UK television,
generating revenues for broadcasters to allow them to bid for sports rights
and I'TV Racing is no exception. It is wholly appropriate—provided that
responsible gambling messaging is included and that the content and tone of
the advert is suitable—for opportunities to bet responsibly on British racing
to be advertised during broadcasts of the sport.”>%°

We asked Mr Grossmith to explain what impact any attempt to treat on-
course bookmakers in the same manner as off-course or online bookmakers
would have on their businesses and on the wider horseracing industry. He
told us that it would make a massive difference:
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... we are a community of 400 on-course bookmakers, 398 of which
are small, family firms—often husband and wife teams, father and son
teams ... We offer one product and one product only: that is betting
on the race. Our off-course colleagues have a vast number of things
to bet on, such as different sports, and even different types of bets on
horseracing.”>%!

The Gambling Industry Code for Socially Responsible Advertising
recognises British racing’s “inherent links with the gambling industry, which
is not the case with other sports” and means that it is exempt from the new
‘whistle to whistle’ advertising regulations.’®® The BHA believes that it is
highly questionable whether any further restrictions on advertising of betting
around horseracing broadcasts would be effective, and adds: “It is notable
that there is international precedent for this position. Since March 2018, a
ban on gambling advertisements during live sport in Australia has been in
place, but this also includes an exemption around horseracing events.”>%

There is also a case for exempting greyhound racing from this ban. The
Rank Group told us that in greyhound racing, as in horseracing, “betting
continues to underpin the core finances”.’** Brigid Simmonds said that
“greyhound racing would probably not exist in this country” without the
contribution of the gambling industry.>®

Gambling operators should no longer be allowed to advertise on the
shirts of sports teams or any other part of their kit. There should
be no gambling advertising in or near any sports grounds or sports
venues, including sports programmes.

These restrictions should not take effect for clubs below the Premier
League before 2023. A similar flexibility should be allowed in the case
of other sports.

These restrictions should not apply to horseracing or greyhound
racing.

Bet to View

Bet to View inducements, allowing gamblers to watch sport—usually
football—if but only if they have bet with a particular company, are nothing
new. In July 2017 the Football Association (FA) announced that they would
no longer have a betting partner, having terminated a contract with L.adbrokes
worth around £4 million a year following a string of high-profile gambling
controversies in the sport. There was therefore both surprise and widespread
dismay when on 7 January 2020 it emerged that Bet365 had since the start of
the season been allowing football fans to watch matches if they placed a bet
with them: “You can now watch live sport on your iPPhone, iPad or Android
device including Soccer, Tennis, Basketball, Snooker, Darts, Cricket and
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Squash. All you need is a funded account or to have placed a bet in the last
24 hours to qualify.”3%¢

The FA explained that the media rights deal predated the decision to stop
partnering with betting companies: “The FA agreed a media rights deal
with IMG in early 2017, part of which permits them to sell the right to show
live footage or clips of FA Cup matches to bookmakers. Bet365 acquired
these rights from IMG to use from the start of the 2018-19 season.” Any
review of this by the FA would have to wait for the media rights sales process
ahead of tendering rights to the new cycle from the 202425 season onwards.
Leagues and clubs continue to govern their own relationships with gambling
companies.’®’

On 9 January, in reply to an urgent question from Carolyn Harris MP, Nigel
Adams MP, then the Minister for Sport, Media and Creative Industries,
said:

“The Government have asked the Football Association to look at all
avenues to review this element of its broadcasting agreement. I have
received several commitments from the Football Association: it will not
renew the deal when it comes up and it is also looking at all options to
see if the current deal can be restricted.””*®

The Minister made clear that similar arrangements with betting companies
applied to many other sports. Subsequently the Gambling Commission
announced that they were investigating the matter. The outcome of that
investigation is not known.

The social responsibility code of practice must be amended to prohibit
licensees from offering bet to view inducements, such as making the
watching of a sport conditional on having an account with a gambling
operator or placing a bet with an operator.

The consequence of this will be that the Football Association, any other
body with the rights to show football matches, and any body with similar
rights in relation to other sports, will no longer be able to sell those rights to
licensed gambling operators. We hope that they will see the wisdom of not
attempting to sell those rights to unlicensed operators.

Other inducements

Every business seeks to attract customers to start buying with them, to
continue doing so, to buy more and to buy more often than they otherwise
might. The betting operators are leaders in this field. But in the case of
gambling, those who buy more will be those who lose more.

As we have said, it is one of the rules of the ASA that gambling advertisements
(wherever they appear) should not undermine safe gambling and should be
socially responsible. The rules aim to do that by ensuring that the content
does not exploit vulnerabilities associated with gambling.>®°
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534. There is no way in which all such advertisements could be identified. They
would include offers of “free” bets to attract new customers, or better odds
offered to new customers, more attractive odds offered for a brief period,
or advertisements that create an inappropriate sense of urgency, such as
those including “bet now” offers during live events. Such advertisements
are impossible to define or to list exhaustively, but they are easy to identify.
Advertising, like gambling, must follow the licensing objectives: it must be
conducted in a fair and open way, and must not exploit the susceptibilities of
children or other vulnerable persons.

535. Advertisements which are objectively seen as offering inducements
to people to start or to continue gambling, or which create a sense
of urgency about placing bets, should be banned. The Advertising
Standards Authority and the Gambling Commission must act
together to police this ban.

Direct marketing

536. We explained at the start of this chapter how 80% of all gambling marketing
activity is now on the internet, with companies spending five times more
online than on television. How much of this internet activity consists of
marketing messages directly aimed at a particular individual, or small and
identifiable groups of individuals, is not known, but the figure is likely to be
a substantial proportion of the £747 million spent on direct online internet
marketing.

537. As was clear to us from the evidence of the witnesses with lived experience,’”°
those who are vulnerable to advertisements for gambling products are especially
susceptible to messaging which seems to be addressed to them personally.
Even if such messaging is generated automatically, a communication which
appears to be personalised is particularly attractive. We have quoted at some
length in Chapter 5 the evidence given to us by Michelle Singlehurst, one
of our witnesses with lived experience, who told us of the direct marketing
approaches made to her while self-excluded. We also quoted the evidence of
Lydia Thomas, the producer of BBC4’s You and Yours, telling us of examples
of direct approaches made to customers showing clear evidence of problem
gambling, urging them to gamble more.

538. The BBC Panorama programme Addicted to Gambling®™ told the stories of
three problem gamblers, all of whom had been subjected to direct personal
marketing. One customer, who lost £633,000 over a six-year period, told
Panorama that Jackpotjoy was continually offering her free cash bets to
continue gambling with the operator. Jackpotjoy issued a £1,000 cash bonus
after finding out her father had died, as well as calling and e-mailing when she
had gone a day without gambling. A Jackpotjoy spokesperson said: “We have
informed Panorama we are deeply sympathetic to the unfortunate personal
circumstances experienced by the customer during their playing period with
us. As a loyal customer, we had frequent and personal engagement with her
over the course of six years, which involved advising on and encouraging the
use of our responsible gambling tools.”
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bbc-claims-over-customer-who-lost-633000 [accessed 28 April 2020]


https://committees.parliament.uk/oralevidence/19/html/
https://www.gamblinginsider.com/news/7676/jackpotjoy-does-not-deny-bbc-claims-over-customer-who-lost-633000
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539. Gambling companies, like all businesses, need to communicate with their
customers, but the communications should not include marketing of any
sort unless in reply to a specific question from the customer. Approaches like
the ones we have described are indefensible.

540. The young are particularly vulnerable, as Professor Samantha Thomas and
her colleagues told us:

“Importantly, it is inducement marketing that appears to significantly
influence young people’s attitudes towards wagering, and in particular the
risks associated with wagering. Young people perceive that inducement
promotions (such as free or bonus bet promotions, or cash back offers)
allow individuals to try gambling without the risk of losing money. In
another study, young people believed that inducement promotions could
lead people to believe that they would not lose money when they were
gambling. For example, one child stated that these promotions meant
that people were unlikely to get “ripped off”. Another girl [aged 13]
from this study stated: “They tell you to spend money on it and they
say you have guaranteed money back. So it’s trying to reassure that you
won’t lose, and it’s on in every ad break.” Studies in both Australia and
the United Kingdom have demonstrated that about 75 per cent of young
people perceive that gambling was a normal or common part of sport.”>"2

541. The licence conditions should be amended to prohibit operators from
sending communications offering inducements to bet to individuals,
or identifiable groups of individuals, unless they have agreed to take
part in VIP schemes (by whatever name these are called) which
satisfy the conditions currently in force or any stricter conditions
which are imposed.

572 Written evidence from Associate Professor Samantha Thomas, Dr Hannah Pitt and Professor Mike
Daube (GAMO0097)


https://committees.parliament.uk/writtenevidence/235/html/
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Funding of research, education and treatment

We have referred a number of times to the need for reliable and independent
research into all aspects of gambling-related harm. Education of the public,
children in particular, about the potential dangers of gambling, and how to
gamble (if at all) within one’s means, should be equally important for the
prevention of problem gambling, while the need for treatment for problem
gamblers hardly needs emphasising. But it all needs to be paid for—something
other countries seem to appreciate better than we do.””

A mandatory levy

Chapter 32 of the Budd report looked in some detail at “Researching,
Limiting and Treating Problem Gambling”, including the funding, and
concluded: “We recommend that the industry should set up a voluntarily
funded Gambling Trust. We recommend that the government should reserve
powers to impose a statutory levy, possibly linked to gross profit, if such a
Trust is not established or subsequently ceases to operate.”>™

In the very brief White Paper setting out the Government’s policy for the new
legislation, nothing was said about a voluntarily funded Gambling Trust, or
what should happen if one was not set up. It was simply stated that the draft
Gambling Bill would “make provision for ... reserve powers for an industry
levy to tackle problem gambling”.”” The draft Bill also said nothing about a
Gambling Trust, and no more was heard of it.

The Bill did however include “reserve powers for an industry levy”, and these
are what has become section 123 of the Act. That section allows the Secretary
of State to make regulations requiring the industry to pay an annual levy to
the Gambling Commission, which has wide powers to use it “for purposes
related to, or by providing financial assistance for projects related to (a)
addiction to gambling, (b) other forms of harm or exploitation associated
with gambling, or (c) any of the licensing objectives.””’® The Explanatory
Notes to the Act explain that the levy would be treated as if it was part of the
annual fee, so that a licence would be revocable if the levy was not paid.

“The money raised by a levy would be used for alleviating problem
gambling. Thus, the Commission could spend it on purposes or projects
related to gambling addiction or other forms of harm or exploitation
associated with gambling ... Such projects need not be undertaken by
the Commission itself, but the Commission could fund others (including
other public sector bodies) who are undertaking projects connected with
problem gambling.”>""
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In paragraph 564 we look at how funding of research, education and treatment in the UK lags behind
other countries.
Gambling Review Report, para 22.19

Department for Culture, Media and Sport, Modernising Britain’s Gambling Laws: Draft Gambling

Bill, Cm 5878, July 2003, para 5.2: https://assets.publishing.service.gov.uk/government/uploads/
system/uploads/attachment_data/file/272068/5878.pdf [accessed 28 April 2020]

Gambling Act 2005, section 123(5)
Gambling Act 2005, Explanatory notes on section 123



http://www.nationalcasinoforum.co.uk/wp-content/uploads/2013/11/Gambling-Review-Budd-Report.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/272068/5878.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/272068/5878.pdf
http://www.legislation.gov.uk/ukpga/2005/19/section/123
http://www.legislation.gov.uk/ukpga/2005/19/notes/division/5/3/7/3/48
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The DCMS memorandum for the Commons post-legislative scrutiny of
the Act’”® stated: “Following the Gambling Commission’s RET Review in
2008 the Government decided that the voluntary levy should continue, and
section 123 would not be enacted unless the voluntary approach failed to
generate sufficient funding to sustain a programme of research, education
and treatment.” This is a misunderstanding of the legislative process. The
whole Act, including section 123, was “enacted” when the Act received
Royal Assent on 7 April 2005. Section 123 was brought into force, along with
the majority of the Act, on 1 September 2007.>”° But it remains ineffective
unless and until Ministers use their powers to make regulations imposing a
mandatory levy. This is what successive Governments have refused to do.

For many years the industry has on a voluntary basis contributed 0.1% of its
GGY to research, education and treatment. The amount has been subject
to increasing criticism, as has the Government’s refusal to implement a
mandatory levy. In their Strategy 2018-2021: Making Gambling Fairer and
Safer,’®® the Gambling Commission noted that the response by gambling
operators to the voluntary levy had been “slow and insufficient”, and
“continued failure in this would be unsustainable and unacceptable for the
future.” The Commission therefore recommended a mandatory levy, which
would “be a fair and credible way of addressing some of these weaknesses
should they continue and indeed has support within the industry, including
among the largest operators.” If there is indeed support for a mandatory levy
among the largest operators, it has not been apparent to us.

On 11 March 2019 Mims Davies MP, the minister then responsible for
gambling, said in a Westminster Hall debate that if the industry did not
hit its voluntary target of £10 million a year then she did not rule out a
mandatory levy. A month later the Gambling Commission published its
National Strategy to Reduce Gambling Harms,”® which stated that:

“The Gambling Commission is committed to pushing industry to meet
their responsibilities in this space, but we have also publicly stated our
support for an appropriate levy as provided for in the Gambling Act 2005
which would be a significant part of providing a greater consistency of
funding based on need.”

On 25 April 2019 the chairman of the Commission, presenting the National
Strategy, said that the voluntary levy was not working, but moments later
the minister contradicted him and said that the Government would not be
bringing in a mandatory levy, a decision which attracted much criticism.

On 19 June 2019 the five biggest operators, perhaps sensing which way the
wind was blowing, wrote to DCMS offering to increase their voluntary
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Department for Culture, Media and Sport, Memorandum to the Culture, Media and Sport Select Committee
on the Post-Legislative Assessment of the Gambling Act 2005, Cm 8188, October 2011: https://assets.
publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/238137/8188.
pdf [accessed 28 April 2020]

Gambling Act 2005 (Commencement No. 6 and Transitional Provisions) Order 2006 (SI1 2006/3272)
Article 2(4)

Gambling Commission, Strategy 2018-2021: Making gambling fairer and safer (November 2017) p 12:
https://www.gamblingcommission.gov.uk/PDF/Strategy-2018-2021.pdf [accessed 28 April 2020]
Gambling Commission, National Strategy to Reduce Gambling Harms (25 April 2019): https://www.

reducinggamblingharms.org/asset-library/national-strategy-to-reduce-gambling-harms.pdf [accessed
28 April 2020]



https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/238137/8188.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/238137/8188.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/238137/8188.pdf
http://www.legislation.gov.uk/uksi/2006/3272/article/2/made
https://www.gamblingcommission.gov.uk/PDF/Strategy-2018-2021.pdf
https://www.reducinggamblingharms.org/asset-library/national-strategy-to-reduce-gambling-harms.pdf
https://www.reducinggamblingharms.org/asset-library/national-strategy-to-reduce-gambling-harms.pdf
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contribution from 0.1% of GGY to 1% over the next five years.>®? This was
formally announced on 2 July 2019 by the then Secretary of State, the Rt Hon

Jeremy Wright MP, in a statement to the House of Commons,>8?

Lord Ashton of Hyde in the House of Lords:***

“Today five of the biggest gambling companies have agreed a series of
measures which will deliver real and meaningful progress on support
for problem gamblers. This announcement has been welcomed by
the Gambling Commission, GambleAware and Gamban. These are
companies which, together, represent around half the British commercial
gambling industry.

At the heart of this package is a very significant increase in their financial
contribution to fund support and treatment. Last year voluntary
contributions across the whole industry to problem gambling yielded
less than £10 million. Now five operators—William Hill, Bet365, GVC,
which owns Ladbrokes and Coral; Flutter, formerly known as Paddy
Power Betfair; and Sky Betting & Gaming’®*—have pledged that over
the next four years they will increase tenfold the funding they give
to treatment and support for problem gamblers. In this same period
they have committed to spending £100 million pounds on treatment
specifically. The companies will report publicly on progress with these
commitments, alongside their annual assurance statements to the
Gambling Commission.”>8¢

550. The Secretary of State added:

“I know members across the House have argued for a mandatory,
statutory levy to procure funds for treatment and support of problem
gambling. I understand the argument but of course the House knows
that legislating for this would take time - in all likelihood more than a year
to complete. The proposal made this morning will deliver substantially
increased support for problem gamblers this year. It may also be said that
receipts from a statutory levy are certain, and those from a voluntary
approach are not. But it is important to stress two things. First that
these voluntary contributions must and will be transparent, including
to the regulator, and if they are not made we will know. Second, the
Government reserves the right to pursue a mandatory route to funding
if a voluntary one does not prove effective.”>®’

repeated by

582 Simon Jack, ‘Bookmakers pledge £100m to avoid gambling crackdown’, BBC News (19 June 2019):

https://www.bbc.co.uk/news/business-48690743 [accessed 28 April 2020]
583 HC Deb, 2 July 2019, col 1071
584 HL Deb, 2 July 2019, col 1344

585 Paddy Power Betfair is a division of Flutter Entertainment plc. Sky Betting and Gaming is a wholly
owned subsidiary of The Stars Group, which is listed on the Toronto stock exchange. On 5 May 2020
Flutter Entertainment plc merged with The Stars Group. Paddy Power Betfair and Sky Betting and
Gaming are therefore now part of the same group, though they were not at the date of the Minister’s

statement.

586 The Government departments whose officials gave evidence on 16 July 2019 subsequently gave
further details: “This will involve an initial increase from 0.1% to 0.25% in 2020, rising to 0.5% in
2021 and 0.75% in 2022 until it reaches 1% by 2023, estimated to amount to an annual contribution
of approximately £60 million at that point ... the five companies have committed to spend most of
the funding on expanding treatment services, amounting to a cumulative total of approximately £100
million over the four year period.” Supplementary written evidence from the Department of Health

and Social Care (GAMO0020)
587 HC Deb, 2 July 2019, col 1072


https://www.bbc.co.uk/news/business-48690743
https://hansard.parliament.uk/commons/2019-07-02/debates/E0B3E909-E0A1-40A5-B465-9D7CEDDF491E/ProblemGambling
https://hansard.parliament.uk/lords/2019-07-02/debates/7BA40075-B147-47BE-A7DA-6A67DCB0F2DA/ProblemGambling
https://committees.parliament.uk/writtenevidence/79/html/
https://hansard.parliament.uk/Commons/2019-07-02/debates/E0B3E909-E0A1-40A5-B465-9D7CEDDF491E/ProblemGambling
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In their written evidence, defending the Government’s decision not to impose
a mandatory levy, Ministers stated: “The Act states that funds collected
through such a levy are to be used by the Commission to fund projects related
to addiction to gambling, other forms of harm or exploitation associated with
gambling, or any of the Commission’s licensing objectives.” This of course
is correct. But the Ministers continue: “It is unusual for a regulator to be the
commissioner of support services and we are concerned that placing such
a responsibility on the Gambling Commission risks broadening its remit
too far.”?%® It may be “unusual for a regulator to be the commissioner of
support services”, and if the result of the mandatory levy was indeed that
the Commission had itself to commission research and deal directly with
treatment providers, we would agree that this should not be a responsibility
of the Gambling Commission’s.

That however is not in our view the position. We see nothing in section
123(5) or (6) of the Act which suggests that if the Commission used these
funds to enable another body to commission support services, that would
be contrary to the rule against sub-delegation. The voluntary levy is
currently paid mainly to GambleAware to be the commissioning body, and
we see no reason why the mandatory levy should not similarly be paid to a
commissioning body. If this is the Government’s reason for not imposing a
mandatory levy, in our view it is a bad reason.

Another reason given by Ministers for not imposing a mandatory levy is that
“A mandatory levy on operators would also be a hypothecated tax. Public
services are not usually funded by such taxes as they risk raising too much
or too little for the purposes for which they are intended.””® This may be
unusual, but the possibility has been on the statute book for 15 years, and
this is no reason for not giving effect to the intention of Parliament. The
Horseracing Betting Levy, which can also be regarded as a hypothecated
taxX, has been in force since 1961, and the rate is set by statute.’®® If the
mandatory levy raises too much or too little money, the rules for calculating
the levy (to which we refer in the following paragraphs) can be amended.
The Commission in any case has power under paragraph 12 of Schedule 4 to
the Act to pay money into the Consolidated Fund.

Yet another reason given by the Secretary of State for not imposing a
mandatory levy was that “legislating ... would take ... in all likelihood more
than a year to complete”. Later he added: “I said it would take at least a
year; it may in fact take nearer to 18 months because any of these changes
will need to begin at the start of a tax year.”>! Why this should be, he did
not explain. He would have to consult the Gambling Commission,’*? and
no doubt he would also consult the industry. The Regulations would need
affirmative resolutions of both Houses.’”> They would be fairly complex
since they would have to set out the amount of the levy and the basis on
which it is calculated. Section 123(2) provides five options for calculating

588
589
590

591
592
593

Supplementary written evidence from HM Government (GAMO0135)

Ibid.

The Horseracing Betting LLevy Board was set up by the Betting Levy Act 1961, and is now governed
by sections 24-29B of the Betting, Gaming and Lotteries Act 1963 as amended by, inter alia, the
Horserace Betting Levy Regulations 2017, (SI 2017/589). The Betting, Gaming and Lotteries Act
1963, section 27(1A) sets the levy at 10% of a bookmaker’s profits above the exempt amount of
£500,000.

HC Deb, 2 July 2019, col 1076

Gambling Act 2005, section 123(7)

Gambling Act 2005, section 355(4)(f)



https://committees.parliament.uk/writtenevidence/2990/html/
https://www.legislation.gov.uk/uksi/2017/589/contents/made
http://www.legislation.gov.uk/ukpga/1963/2/section/27
https://hansard.parliament.uk/commons/2019-07-02/debates/E0B3E909-E0A1-40A5-B465-9D7CEDDF491E/ProblemGambling
http://www.legislation.gov.uk/ukpga/2005/19/section/123
http://www.legislation.gov.uk/ukpga/2005/19/section/355
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the levy. Three are based on a percentage of the licence holder’s receipts,
profits or annual fee, a fourth is “according to a specified formula”, and the
last is “in some other way”, giving DCMS and the Gambling Commission
complete discretion in negotiations with the industry. With goodwill, there is
no reason why this should take anything like a year, let alone more.

It is not for us to recommend which of these options should be used for
calculating the levy, but we emphasise the importance of certainty. We
mention below the problems caused by a fluctuating voluntary levy. A
mandatory levy dependent on receipts or profits will not be fixed; in these
uncertain times there may well be major short-term changes in receipts and
profits. It would not be possible to plan long-term research, education and
treatment on that basis.

Ministers concluded their reply on this issue by saying: “Our focus to date
with regard to gambling addiction treatment has been on ensuring that we
have the right level and forms of support available for those who need it,
rather than the mechanism by which this provision is funded.”>** We see
no reason why Ministers should not focus on both, rather than seeking ever
more excuses for not taking action which all, other than the Government
and the industry, think is highly desirable.

We recommend that Ministers should forthwith exercise their powers
under section 123(1) of the Act to require the holders of operating
licences to pay to the Gambling Commission an annual levy sufficient
to fund research, education, and treatment, including treatment
provided by the NHS.

Those involved in setting the levy should consider whether the companies
responsible for those forms of gambling which cause a higher degree of harm
should pay correspondingly more for a levy which will to a great extent be
used to fund treatment: what has been called a “smart levy”, based on the
“polluter pays” principle.>*® The Lotteries Council rather naturally took this
view:

“We believe that any voluntary or mandatory levy related to problem
gambling should be based on causation, not on Gross Gambling Yield
or other measure. We are concerned that levying charity lotteries in the
same way as bookmakers and casinos, who have a significantly higher
prevalence of problem gambling, means that the lower-risk charity
lottery sector is effectively subsidising the higher risk sections of the
gambling sector.”>%°

The wide discretion given to Ministers in choosing the option for calculating
the levy would allow for a “smart levy”. It has a precedent in New Zealand,
where the problem gambling levy is set by Order in Council and reviewed
every three years.”®” The following table shows that significant changes can
be made as a result of a review.

594 Supplementary written evidence from HM Government (GAMO0135)

595 HC Deb, 4 July 2019, col 1337

596 Written evidence from The Lotteries Council (GAMO0030)

597 New Zealand Inland Revenue, ‘Problem gambling levy’: https:/www.ird.govt.nz/duties/problem-

gambling-levy [accessed 24 May 2020]


https://committees.parliament.uk/writtenevidence/2990/html/
https://hansard.parliament.uk/Commons/2019-07-04/debates/47434DFE-7C2F-4F27-8413-29C9B8D7312F/DigitalCultureMediaAndSport
https://committees.parliament.uk/writtenevidence/101/html/
https://www.ird.govt.nz/duties/problem-gambling-levy
https://www.ird.govt.nz/duties/problem-gambling-levy
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Table 14: New Zealand Problem Gambling Levy
Gambling operators Income liable Rate % Rate %
2016-19 2019-

Casino operators Casino wins 0.87 0.56
Non-casino gaming Gaming machine 1.30 0.78
machine operators profits
New Zealand Racing Betting profits 0.52 0.52
Board
New Zealand Lotteries Turnover less prizes 0.40 0.43
Commission paid and payable

Source: New Zealand Inland Revenue, ‘Problem gambling levy’: hitps://www.ird. govt.nz/duties/problem-
gambling-levy [accessed 27 May 2020]

560. When considering the options for calculating the mandatory levy
under section 123(2) of the Act, DCMS officials should devise a
formula requiring companies offering potentially more harmful
gambling products to pay a correspondingly higher proportion of the

561.

levy.

Funding problems with a voluntary levy

Until our recommendation is implemented and a mandatory levy imposed,
research, education and treatment will continue to be funded by the industry
on a voluntary basis. This has a number of defects including the following:

While it is a requirement of the licence conditions that each company
make a contribution, the Commission “do not specify an amount which
may be contributed as this could be seen as imposing a levy, which is
a power reserved for Parliament.””*® The amount of that contribution
is entirely at the discretion of the company. “Even those operators who
make a contribution of £1 are technically compliant with the LCCP
requirement, even though they are clearly not acting in the spirit of that
requirement or their wider social obligations.”>

Because the amount paid is at the discretion of the company, planning
for spending on RET in even the near future is difficult.

In the past, “industry has consistently failed to meet GambleAware’s
modest funding aspiration (0.1% of GGY), by a significant margin”,®%°

though there has been some improvement.

GambleAware spends large sums on fundraising (the 2018 review
mentions £340,000 a year),’*! which a mandatory levy would save.
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Gambling Commission, ‘List of organisations to which operators may direct their annual financial
contribution for gambling research, prevention and treatment’: https://www.gamblingcommission.
gov.uk/for-gambling-businesses/Compliance/General-compliance/Social-responsibility/Research-

education-and-treatment-contributions.aspx [accessed 28 April 2020]

Gambling Commission: Reviewing the research, education and treatment (RET) arrangement

(February 2018) para 24: https:/www.gamblingcommission.gov.uk/PDF/Review-of-RET-
arrangements-February-2018.pdf [accessed 28 April 2020]

Reviewing the research, education and treatment (RET) arrangements, para 21
Reviewing the research, education and treatment (RET) arrangements, para 37
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o Most importantly, the fact that the contributions are voluntary casts
doubt on the integrity of any research they finance—an issue we deal
with at greater length below.

562. Kate Lampard, the Chair of the Board of Trustees of GambleAware,
explained why they supported a mandatory levy:

“We have an uncertain cash flow. We do not know from year to year
what we are going to be receiving for our work. We are engaged in
commissioning long-term treatment and prevention services that are
extremely expensive and that have to be commissioned on a long-term
basis to provide any sort of certainty.”¢%?

This point, made in October 2019, is all the more valid now; the GGY of
companies this year is unlikely to be close to what was anticipated only a few
months ago, and so therefore will any voluntary levy based on a percentage
of GGY.

563. Until this year a company could comply with the licence provision by making
a payment to any person or body who or which appeared to meet the criteria.
The relevant provision of the LCCP%” was amended from 1 January 2020
to require operators to make their annual contribution to one or more of the
organisations approved by the Gambling Commission, and to report to the
Commission in their regulatory return the destination(s) of their payments
and the amounts that have been contributed. Of the 11 organisations currently
listed, nine are charities. They include GambleAware, the only one which is
listed for all three categories (research, prevention and treatment), GamCare
(prevention and treatment), and Gordon Moody (treatment only).%%

564. In 2017 the Gambling Commission conducted a full review of RET
arrangements, and published its assessment in February 2018. This showed
that the RET spend in Great Britain in 2016 was £8.26m or £19 per
problem gambler. New Zealand spent £9.70m, more than Great Britain,
amounting to £413 per problem gambler. Victoria (Australia) spent £636
per problem gambler.®®> The position has since improved, but it is still the
case that other countries spend vastly more per head than Great Britain.
The situation will be improved by the increase in the money to be paid
under the voluntary levy between now and 2023, but a mandatory levy
remains essential.

565. We however agree with the Gordon Moody Association that more money,
however it is funded and whatever its source, is not always the answer:

“Any requests for further funding, whatever the mechanism for raising it,
should be supported by hard evidence that it is going to make a genuine
difference. Far too many people and organisations cast around arbitrary
numbers that the Gambling Industry should be contributing to RET

602 Q 73 (Kate Lampard)

603 Licence conditions and codes of practice, Part II: Social responsibility code provision 3.1.1

604 Gambling Commission, ‘List of organisations to which operators may direct their annual financial
contribution for gambling research, prevention and treatment’: https:/www.gamblingcommission.
gov.uk/for-gambling-businesses/Compliance/General-compliance/Social-responsibility/Research-
education-and-treatment-contributions.aspx [accessed 28 April 2020]

605 Reviewing the research, education and treatment (RET) arrangements, p 7



https://committees.parliament.uk/oralevidence/20/html/
https://www.gamblingcommission.gov.uk/PDF/LCCP/Licence-conditions-and-codes-of-practice.pdf
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https://www.gamblingcommission.gov.uk/for-gambling-businesses/Compliance/General-compliance/Social-responsibility/Research-education-and-treatment-contributions.aspx
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without any factual support. This does not help those in genuine need
of our help.”%%¢

GambleAware

The charity GambleAware is central to the collection and distribution of
funds raised by the voluntary levy. Its charitable objectives are:

. the prevention and treatment of gambling harms, understood as matters
of health and well-being, for the benefit of the public in Great Britain,
in particular for those who are most vulnerable; and

. keeping people safe from gambling harms through the application of
a public health model taking into account the following three levels of
prevention: Primary—universal promotion of a safer environment;
Secondary—selective intervention for those who may be ‘at risk’; and,
Tertiary—direct support for those directly or indirectly affected by
gambling disorder.

GambleAware told us that they commission integrated prevention services on
a national scale and in partnership with expert organisations and agencies,
including the NHS, across three areas of activity:

. Commissioning the National Gambling Treatment Service;
° Public health campaigns & practical support to local services; and

. Commissioning research & evaluation to improve knowledge of what
works in prevention.

They have £45 million committed to these objectives.®’

GambleAware sent us full written evidence about its structure and activities,%°®

and we took oral evidence from Marc Etches and Kate Lampard.®® We asked
Mr Etches for further details of the structure and staffing, and he wrote to
us on 3 April 2020.61°

At the date of that letter we had finished taking written evidence, and
Mr Etches will have seen that it included a considerable amount of criticism
of GambleAware on a number of fronts. He therefore updated some of the
information in the written evidence they had given in September 2019 and
the oral evidence he and Ms Lampard had given on 29 October 2019. He
explained that GambleAware have “expanded significantly over the past
two years in response to a doubling of both funding and commissioning
activity.”®!! In fact, as will be seen from the following table, over the last
five years the income has almost doubled, the expenditure trebled and the
number of staff quadrupled.

606 Written evidence from the Gordon Moody Association (GAMO0032)
607 Supplementary written evidence from GambleAware (GAMO0128)
608 Weritten evidence from GambleAware (GAMO0014)

609 QQ 71-79 (Marc Etches and Kate Lampard)

610 Supplementary written evidence from GambleAware (GAMO0128)
611 Ibid.
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Table 15: Income, expenditure and staffing of GambleAware
2015-16 | 2016-17 | 2017-18 2018-19 2019-20
Income £m 7,632,371 | 8,621,499 | 14,507,455 | 18,441,553 | 14,953,624
Expenditure 6,350,697 | 8,262,328 | 8,299,321 | 15,650,056 | 18,400,000
£m
Staff 6 7 9 13 23

Source: Supplementary written evidence from GambleAware (GAMO0128)
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Funding by GambleAware

One of the criticisms of GambleAware related to funding. Anna Hemmings
of GamCare, which provides education and prevention and is the largest
provider of treatment for gambling-related harms, and Matthew Hickey, the
Interim Chief Executive of Gordon Moody, which also provides treatment
services, gave evidence to us on 10 March 2020. Both said that they had
good relations with GambleAware, but our questions on funding revealed a
strange picture. Under an agreement which ends in March 2021, GamCare
receives about 80% of its funding from GambleAware (which in turn receives
it from the industry through the voluntary levy); if GamCare receives funds
from alternative sources to fund treatment, GambleAware will reduce its
funding by the same amount, pound for pound.®? GamCare therefore has
no incentive to seek additional funding from other sources, nor has it done
sO.

Gordon Moody has similar but not identical restrictions on raising funds.
Mr Hickey explained that GambleAware “is funding us to deliver certain
services in certain locations and we are not allowed to go out and ask for
additional funds to support those services ... but we are allowed to go out
and secure additional funding to deliver other services if we so wish.”®!3

Mr Etches referred to this in his letter of 3 April 2020:

“The Committee also spent some time discussing the Grant Agreements
that GambleAware has with treatment providers, and there seemed to
be a concern these agreements are being used to enforce monopsony. I
want to reassure you that this is not the case. As an independent charity,
GambleAware needs to be able to account for its expenditure. Trustees
would be failing in their duty if GambleAware was giving money to a
particular activity that was simultaneously being funded from another
source, i.e. ‘double-funded’.”

We do not understand this last point. What is at issue is not funding the
same activity twice, but a procedure which prevents new activities from being
funded at all by ensuring that in practice no additional funds can be raised.

GambleAware must correct the current anomalous system of funding
treatment so that charities providing treatment are free to raise
money from other sources without imperilling their current funding.

612 Q 216 (Anna Hemmings)
613 Q 216 (Matthew Hickey)
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Independence of GambleAware

An issue which was raised on a number of occasions was the perceived lack
of independence of GambleAware, and its links with the industry. Certainly
this has been a problem until recently. It was only in September 2018 that
the GambleAware Research Commissioning and Governance Procedure was
updated to provide: “No-one with a background in the gambling industry
is or can be a member of GambleAware’s Research Committee or Board of
Trustees.”®* Prior to that, Neil Goulden was chair of GambleAware (then
called the Responsible Gambling Trust) between 2011 and 2016, despite
being simultaneously CEO and Chairman of Gala Coral Group from 2001—
14, chairman of the Association of British Bookmakers (ABB) between 2012
and 2014,°" and chairman of the Horseracing Betting LLevy Board from
2015-17.%'% Brigid Simmonds, whose appointment as Chair of the BGC was
announced on 3 July 2019, had for three years until October 2018 been one
of the trustees of GambleAware.%” Until then, other trustees also had links
with the industry.

In views which were generally supportive of GambleAware, Ministers
confirmed: “A good deal of the criticism that GambleAware faces relates to
a perception that industry funding undermines its independence. However,
GambleAware is a fully independent charity which has had no industry
representation on its board since 2018.” We are glad to say that none of the
current trustees seems to have an industry background; but it is more than
strange that the major charity whose object is the prevention and treatment
of gambling harm should not only be funded by the gambling industry but,
until recently, had persons with very close links to the industry among its
trustees.

Research

Itis in the context of the commissioning and funding of research that the lack,
or perceived lack, of independence of GambleAware comes to the fore, and
this distrust looks set to continue for as long as GambleAware is responsible
for raising and commissioning research while being funded by the industry
through a voluntary levy. There was no shortage of witnesses, mainly from
the academic community, prepared to tell us that any research paid for from
the voluntary levy, and hence any research commissioned by GambleAware,
was automatically tainted. Professor Orford told us that “There is really
good evidence ... on the way the current system, with the voluntary levy
going to GambleAware, has influenced the type of research that is done and
the way the findings of the research are interpreted ... ”°® Dr van der Gaag,
now the chair of the Advisory Board for Safer Gambling but speaking in a
personal capacity, raised similar concerns: “What I observe is a lack of trust
and credibility in the quality of research. We have a research community at
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Gambling Commission, Responsible Gambling Strategy Board and GambleAware, Research and
Commissioning and Governance Procedure (November 2018): https://consult.gamblingcommission.gov.uk/
author/copy-of-national-strategy-to-reduce-gambling-harms/user_uploads/research-commissioning-
and-governance-procedure.final.nov-2018.pdf [accessed 28 April 2020]

‘GambleAware board becomes entirely independent of industry’, iGamingTimes (10 October 2018):
(https://www.igamingtimes.com/2018/10/10/gambleaware-board-becomes-entirely-independent-of-
industry/ [accessed 18 July 2019]

Gamesys group, ‘Board of directors’: https://www.gamesysgroup.com/about-us/board-of-directors/
[accessed 28 April 2020]

GambleAware, ‘Announcement: GambleAware announces new trustees’, (4 October 2018): https:/

about.gambleaware.org/media/1807/2018—10-04-new-trustees.pdf [accessed 28 April 2020]
Q 21 (Professor Jim Orford)
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the moment that is very divided. The issue is over funding and where that
funding comes from. ... It is critical to take all research out of that current
voluntary system.”®"?

Professor Bev John and Professor Gareth Roderique-Davies thought that
there was a perception (rightly or wrongly) among many academic researchers
that GambleAware was not truly independent, and that many researchers
would therefore not apply for funding.®*® Dr May van Schalkwyk wrote:

“The UK’s leading institutions and academics are unlikely to accept
industry funding as they may see the act of accepting and working with
such funds as a threat to (1) their reputation (current and future), (2)
the integrity of the research process, and (3) their aim of, and role in,
protecting public health.”®!

Dr Wardle made the same point:

“I now work at the London School of Hygiene and Tropical Medicine’s
public health and policy faculty, and some of my colleagues, who are
experts in prevention in other areas that we would want to learn from,
absolutely would not take funding from GambleAware. That pattern
is repeated in other public health policy units in other institutions,
including the University of Sheffield.”¢%

And Dr John McAlaney, a trustee of the Gordon Moody Association, went
further: “As an academic, if you accept funding from certain operators, you
will not be invited to certain conferences and will be excluded from certain
things.%??

Tim Miller, an executive director of the Gambling Commission, made the
point that it is not only the industry connection that can affect the validity of
research; the activities of some researchers can also be criticised:

“the independence of research can equally be challenged when you
have researchers who are starting to get into that kind of campaigning
space. We want proper independent research and there is a space around
gambling and a need for researchers, campaigners and policymakers. We
have had too many examples of them wearing interchangeable hats.”%*

We agree; a bias against the industry is no less liable to taint research than
a bias in its favour. As the BGC rightly say, there is no appetite to conduct
research on consumer benefits because of the stigma attached to industry
involvement in any form of research: “it seems likely that academic experts
will continue to feel intimidated about engaging in such work for fear of
criticism, particularly on social media.”®?

We think it likely that if GambleAware were now starting from scratch with its
current structure and trustees it might, even though funded by the industry
through the voluntary levy, be seen as sufficiently independent to be able to
commission reliable high quality research. But that is not the position. It has

619 Q 29 (Dr Anna van der Gaag)

620 Written evidence from Professor Bev John and Professor Gareth Roderique-Davis (GAMO0023)
621 Written evidence from Dr May van Schalkwyk (GAMO0094)
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to live with the reputation it has acquired. Some of the best researchers will
not apply for funding because they believe their research would be seen as
tainted; and this has become a self-fulfilling prophecy. It has now reached
the stage that GambleAware “would wish to undertake only research that
underpinned and supported our work in treatment and prevention, and we
believe that other research is better commissioned through an independent
research institution and not ourselves.”?%¢

The Chadlington Commattee

In an attempt to resolve the issue without having a mandatory levy imposed,
in August 2019 the five major operators commissioned L.ord Chadlington:

“to establish an independent Committee to recommend how to direct,
monitor and evaluate the administration of any funds raised for
safer gambling initiatives ... We are committed to implementing any
reasonable recommendations the Committee may make”.%?’

Lord Chadlington asked Lord Carlile to be the Deputy Chair of the
Committee. Liz Ritchie, the co-founder of Gambling with Lives, was a
member, and so for a brief time was Tracey Crouch MP, the former DCMS

Minister who resigned over the delay in implementing the lowering of the
stake for FOBTs.

The Committee reported in December 2019. Their recommendation was to
establish a charity, Action Against Gambling Harms (AGH), which would be
a “totally independent vehicle” and “insulated from any influence of any kind
from the gambling companies and all interested parties”.%?® Nevertheless,
like GambleAware it would be entirely funded by voluntary contributions
from the industry unless LLord Chadlington obtained contributions from
other sources. Industry funding would include the salaries of the CEO and
all the staff, and of course all the research commissioned.

The Committee’s Summary of Conclusions states:

“The Charity is, however, administering the gambling companies’
money. Therefore, it is perfectly reasonable that the gambling companies
should share with the Charity the priorities which they believe are
important, the research they think the industry needs, the treatment
they think is urgent and the educational steps which they believe should
be taken.”%*

The report goes on to state that to ensure any contact between the industry
and AGH is transparent, all communications will be published online. Any
proposal from a company encouraging AGH to fund a specific supplier will
result in that company being blacklisted.

AGH was registered as a charity on 7 February 2020. When Dr Moyes and
Mr McArthur gave evidence for the Gambling Commission on 11 February

626 Q 77 (Kate Lampard)

627 Lord Chadlington’s Committee, Action Against Gambling Harms (December 2019)
628 Ibid.
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we asked whether in their view there was a sufficient degree of separation
between AGH and the gambling industry. Dr Moyes replied:

“That is something we have raised with Lord Chadlington and
Lord Carlile in correspondence and in discussion. We are open to
persuasion. At the moment, we slightly wonder whether the organisation
is as insulated from the industry as Lord Chadlington believes it is, but
we are definitely open to persuasion.”®°

This prompted Lord Chadlington and Lord Carlile to write to our
Chairman a letter®! setting out in great detail all the steps they had taken
and concluding: “... we did not wish your committee to be left in any doubt
that our insulation from the gambling industry is not some add-on option
but, on the contrary, it is at the centre of our philosophy and key to our very
existence.”

It is certainly the intention that AGH should be seen to be more insulated
from the industry, and we are impressed by all that L.ord Chadlington and his
Committee have done to attempt to resolve the problem. Yet, like Dr Moyes,
we continue to entertain doubts as to whether research commissioned by
AGH will be trusted any more than research commissioned by GambleAware.
The industry funding is still voluntary, the charity will itself be funded by
the industry, and the gambling companies expressly retain the right to share
with AGH their views “on the research they think the industry needs, the
treatment they think is urgent and the educational steps which they believe
should be taken.”®*

We are not in any way suggesting that the trustees or staff would be biased
in favour of the industry, or indeed against it; but we do believe that the
perception of bias that has so inhibited high quality independent academic
research will linger.

We do not believe that the grant giving charity proposed and set up
by Lord Chadlington’s Committee, largely funded by the industry
on a voluntary basis, will be seen to be sufficiently independent for
its research to be any more trusted than research commissioned by
GambleAware.

Lord Chadlington was commissioned to establish a new independent body,
and that is what he has done, but we question whether a new body is needed.
Dr Wardle made this important point:

“There needs to be a proper research infrastructure and a strategy where
the research questions contribute to the questions in the strategy. It needs
to be completely independent. If it was up to me I would be running it
partially through the research councils, because that infrastructure is
already set up. You do not need to set up a new centre for gambling
studies when that infrastructure already exists.”®*

We agree. We do not believe that there is necessarily a need for a completely
new body to be set up for the commissioning of research. Such reputable and
trusted bodies already exist in the shape of the research councils, in particular

630 Q 152 (Dr William Moyes)
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the Economic and Social Research Council (ESRC) and the Medical
Research Council (MRC). We accordingly spoke to Professor Jennifer
Rubin, the Executive Chair of the ESRC, and we are very grateful to her for
her assistance.

As Ministers have pointed out to us, researchers are already free to direct
proposals for gambling focussed research to the research councils; “the
Economic and Social Research Council and the Medical Research Council
have funded research into gambling in the past and we would welcome them
funding more such projects in the future.”%** Professor Rubin indeed told us
that they had very recently allocated £580,485 for research into the impact
of the Covid-19 lockdown on gambling.

Professor Rubin suggested that an independent commissioning body linked
to the regulatory body would be able to fund research from a wider range of
researchers than ESRC eligibility requirements currently allow, and might
help ensure that research findings are well linked in to the organisations
best placed to act on them. She told us that the ESRC would welcome
the opportunity to advise on how independent commissioning might best
be taken forward, and what part UK Research and Innovation (UKRI),
the umbrella organisation of the seven research councils, could play. She
acknowledged the Committee’s point that researchers and others do not
perceive as independent research which is funded by the voluntary levy or
commissioned by a body in which the industry play any part.

We recommend that the Government should work closely with UKRI
and ESRC who can advise on a structure for the commissioning
of gambling-related research, funded by the mandatory levy,
which would be independent of industry involvement and would be
understood to be so by researchers and others.

Availability of data for research

One of the main problems for researchers in this field is the lack of data
available to them. There is no shortage of data—the gambling companies
have made clear on a number of occasions that they have very full and detailed
data, especially in relation to online gambling. Bournemouth University told
us:

“The scope and richness of data that flows between the gambler and
the operator in online gambling has increased substantially since the
publication of the Act, as has the ability of the operators to use data
analytics predictive modelling to identify current and future problem
gamblers ... Greater transparency and access to this data (anonymised
if appropriate) by researchers, public health bodies and regulators can
substantially improve our understanding of how gambling harm is
distributed. Online gambling data in particular can be used to map the
demographics of gamblers, often also including an approximation of
their physical location. This in turn can be used to make an estimation
of factors such as socio-economic status.”®*®

634 Supplementary written evidence from HM Government (GAMO0135)
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596. Such data has however not normally been made available to researchers, but
there are exceptions. GVC told us of a partnership they have with Harvard:®°

“We believe that more research, in a variety of areas is needed to better
understand the scale of problem gambling, and to identify the most
effective way of reducing this. That is why key to underpinning our
flagship Safer Gambling strategy, is a new partnership between GVC
and Harvard University to produce cutting edge research on problem
gambling. This 5-year partnership will see us invest $5 million with
Harvard’s specialised Division on Addiction, providing them with access
to our anonymised data sets, for independent and robust scrutiny, and
to evaluate the effectiveness of our current systems and procedures. ...
These data sets will also be open sourced so that other academics and
research institutions can utilise them for similar purposes. We are keen
to extend the benefits of this collaboration with the rest of the industry,
sharing our learnings and knowledge from the partnership.”

597. The research by Harvard will no doubt be “independent and robust”, but its
purpose is to enable GVC to evaluate their procedures. It is important that
the data should be made equally freely available to other researchers, not just
by GVC but by all data holders.

5908. Gambling companies should make freely available to researchers,
and to those commissioning research, data sets with the information
they have about those gambling with them online, and their
communications with them (anonymised if necessary). Similar
information in relation to those gambling offline should also be
provided if it is available.

Education

599. In their written evidence®’ the Government told us that they believe many of
the factors that cause gambling addiction, or are a consequence of gambling,
are already addressed in the school curriculum, which includes developing
young people’s financial literacy through topics on the importance of
personal budgeting, money management, credit and debt, and the need to
understand financial risk. For the future, the subject of Health Education,
which would be mandatory in all state-funded schools from September 2020,
would include teaching young people about the risks relating to gambling
including the accumulation of debt. The Government expected many
schools to deliver the new subjects as part of their existing Personal, Social,
Health and Economic (PSHE) education. DfE was working with schools
and teachers to improve access to high-quality resources across the teaching
requirements, including on gambling.

600. The Government also told us that DfE had published in June 2019 Teaching
online safety in schools—new non-statutory guidance aiming to support
schools in teaching pupils how to stay safe online within new and existing
school subjects. This guidance is part of the Relationship and Sex Education

which is to become compulsory in all state-funded secondary schools from
September 2020.

636 Written evidence from GVC Holdings Plc (GAMO0042)
637 Weritten evidence from HM Government (GAMO0090)


https://committees.parliament.uk/writtenevidence/122/html/
https://committees.parliament.uk/writtenevidence/218/html/

152

601.

602.

603.

604.

SOCIAL AND ECONOMIC IMPACT OF THE GAMBLING INDUSTRY COMMITTEE

The Government said: “The guidance addresses many of the online issues
that are linked to gambling and online advertising.”®® And this is true,
but if one looks at the guidance,®® in the space of 30 pages there are only
two specific mentions of gambling. The first deals with the reasons for age
restrictions and age verification in a number of contexts, of which gambling
is only one. The second suggests that the health education content could
cover “the risks related to online gambling including the accumulation of
debt”, and that teachers could explain “that the majority of games and
platforms are businesses designed to make money. Their primary driver is
to encourage users to be online for as long as possible to encourage them
to spend money (sometimes by offering incentives and offers)”. This is very
welcome as far as it goes.

GamCare told us that “education delivered to young people across Great
Britain, whether in formal or informal settings, is a vital way to increase
understanding and strengthen resilience regarding gambling and the risks
of gambling-related harms developing in later life.”®*° In oral evidence
Ms Hemmings, said:

“Young people receive education about other risky behaviours such
as smoking, drinking and sex. However, they have not often received
education around gambling. Our youth education programme goes into
schools and has trained over 16,000 young people over the past couple
of years, as well as youth-facing professionals.”

She added: “We have had the youth education programme that we run
externally evaluated to ensure that it is raising young people’s awareness,
knowledge and understanding of what problem gambling might look like.”¢*!

Plainly she, and GamCare, believe that money spent on education is money
well spent. Of our witnesses, they are almost alone in thinking this. The
Royal College of Psychiatrists said:

“Acknowledging the superiority of tangible interventions will remove
the need for large investment in educational projects that Public Health
England or the World Health Organisation have deemed to be less
successful than interventions at a more societal level. Availability of
gambling rather than education is an area on which to focus far more.”%%2

Gambling with Lives thought that, while education does have a place, it
should not be considered as the major preventative measure and should only
be considered alongside other initiatives.®*?

Professor Orford went further, suggesting that education might even be
counterproductive:

“Unfortunately education is one of the weakest forms of prevention. The
results are very much the same as those found in the case of alcohol and

638 Ibid.
639 Department for Education, Teaching online safery in school: Guidance supporting schools to teach their
pupils how to stay safe online, within new and existing school subjects (June 2019): https://assets.publishing.

service.gov.uk/government/uploads/system/uploads/attachment_data/file/811796/Teaching online
safety_in_school.pdf [accessed 28 April 2020]
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drugs—it can have an immediate effect on knowledge and attitudes but its
longer-term effects on behaviour are minimal. In the case of gambling it
can be successful in reducing misconceptions about gambling, increasing
knowledge of problem gambling, and changing attitudes towards
gambling, but it meets with limited success in reducing subsequent
gambling behaviour. At best it is naive. Worse, gambling education may
well be counterproductive. The encouragement to gamble sensibly or
responsibly actually contains two messages: one, the apparent surface
message, encouraging behaving sensibly or responsibly; the other, the
latent message, that to gamble is acceptable and normal. Educational
approaches, particularly in a developing or expanding market, may
actually be making matters worse not better, contributing inadvertently
to increasing normalisation of gambling. Education has its place but
needs to be planned with care and should not dominate.”%%

Before further substantial sums are committed to educating children and
young people about gambling-related harm, an assessment is required to
discover whether education is effective in reducing the risk of harm in later
life, and to provide an evidence base for developing an effective education
intervention in schools. These should ideally be evaluated with a field study
methodology, where children either receive some type of gambling education,
or some children are put in a control condition with no gambling education.
Gambling behaviour is then tracked over a period of time and compared
across the conditions in order to deduce gambling education’s causal effects.

The Government should commission an assessment of the long-term
impact of teaching secondary school children about the risks related
to gambling. When visiting schools, Ofsted should consider whether
they have an adequate policy on the teaching of gambling-related
harm.

Treatment

Since it is agreed by most people involved, including the Secretary of State
for Health, that “gambling addiction is a mental health issue,”**> the NHS
has the same duty to treat it as to treat any other disorder. Yet until recently
NHS involvement has been minimal, and even now it is only beginning to
get off the ground. The Government told us:

“The NHS Long Term Plan includes a commitment to expand
geographical coverage of NHS services for people with serious gambling
problems, and work with partners to tackle the problem at source. As set
out in the Long Term Plan Implementation Framework, NHS England
and Improvement (NHSE/I) has allocated up to £1m for gambling
harm services in 2019/20. This includes targeted funding to develop a
hub and spoke model for problem gambling from 2019/20. This hub and
spoke model will comprise of central clinics which have satellite clinics
in neighbouring populations. Specialist face-to-face NHS treatment for
gambling addiction has only been available in L.ondon but the Long
Term Plan is making treatment available across the country. Up to 15
NHS clinics are being opened by 2023/24.”¢4¢

644 Weritten evidence from Professor Jim Orford (GAMO0019)
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608. The critical words here are “long term”. On 24 June 2019 the NHS announced
that the first NHS gambling clinic for children would open that year as part
of a new network of services for addicts being rolled out as part of the NHS
Long-term Plan.®*” The announcement stated:

“Up to 14°*8 new NHS clinics are being opened—starting with the NHS
Northern Gambling Service in Leeds this summer [2019], followed by
Manchester and Sunderland. The National Problem Gambling Clinic
in London will also offer specialist help for children and young people
aged 13 to 25 as part of an expansion which will also ramp up treatment
for adults.”

609. Sir Simon Stevens, the chief executive of NHS England, said:

“Thisactionshowsjusthowseriously the NHS takes the threat of gambling
addiction, even in young people, but we need to be clear—tackling mental
ill health caused by addiction is everyone’s responsibility—especially
those firms that directly contribute to the problem. This is an industry
that splashes £1.5 billion on marketing and advertising campaigns,
much of it now pumped out online and through social media, but it
has been spending just a fraction of that helping customers and their
families deal with the direct consequences of addiction. The sums just
don’t add up and that is why as well as voluntary action it makes sense to
hold open the possibility of a mandatory levy if experience shows that’s
what’s needed. A levy to fund evidence-based NHS treatment, research
and education can substantially increase the money available, so that
taxpayers and the NHS are not left to pick up a huge tab.”*°

610. We can well see why Sir Simon is anxious that “the NHS are not left to pick
up a huge tab” for these developments. No doubt it was not open to him to
argue that a mandatory levy should be more than a “possibility”, but it seems
to us that the argument for one is irrefutable. For the future, this is a very
welcome development. For the present, we are left with “up to” £1 million
allocated in the year 2019-20, and the money expended by those currently
supplying treatment services, mainly funded by the voluntary levy.

611. Problem gambling is a common mental health disorder, and the NHS
has the same duty to treat it as to treat any other disorder. It should
establish the proposed 15 new clinics before 2023 and a comparable
number within the following few years. This will require national
leadership and a national training programme.

The National Problem Gambling Clinic

612. Untilthe NHS Clinicin LLeeds was opened last year, the only clinic specialising
in the treatment of gambling disorders was the National Problem Gambling
Clinic in London, which is part of the National Gambling Treatment Service
and is jointly commissioned by GambleAware and NHS England.

647 NHS, The NHS Long Term Plan (January 2019) para 2.36: https://www.longtermplan.nhs.uk/wp-
content/uploads/2019/08/nhs-long-term-plan-version-1.2.pdf [accessed 28 April 2020]

648 Weritten evidence from HM Government (GAMO0090); the number given is 15.

649 NHS, ‘NHS to launch young people’s gambling addiction service’, 24 June 2019: https:/www.

longtermplan.nhs.uk/nhs-to-launch-young-peoples-gambling-addiction-service/ [accessed 28 April
2020]
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The National Problem Gambling Clinic employs psychiatrists, clinical
psychologists and counselling psychologists trained in the treatment of a
range of mental health disorders and addictions. The core clinical team have
a combined 30 years of experience in the management and treatment of
gambling disorders. The clinic has also served an essential training function:
since opening, over 100 psychology and psychiatry professionals have worked
in the clinic, going on to work in other mental health areas. The clinic offers
a number of different services for problem gamblers, including individual
psychological support, support groups, psychiatric reviews, medication for
problem gambling and aftercare. Psychological support takes the form of
cognitive behavioural therapy (CBT), a form of therapy that can be used
to help people identify and manage the triggers to their problem behaviour,
challenge irrational thinking and find ways to better cope with feelings,
thoughts and urges that may precede a gambling episode.

GamCare and Gordon Moody

Apart from the National Problem Gambling Clinic, most of the treatment
is provided by GamCare, Gordon Moody, and the eight other charities and
organisations which can be the recipients of funding from the industry,
either directly or through GambleAware. The industry can choose how
much, and to whom, it will contribute its voluntary funding. We have already
commented on the defects of these funding arrangements.5>°

GamCare sent us full written evidence in September 2019, but we received
more up to date information when Ms Hemmings, gave evidence to us in
March 2020. She told us that GamCare has been in existence for 23 years,
and is the largest provider of treatment for gambling-related harms. The
figures from the National Gambling Helpline, which they operate, show that
they received over 35,000 calls to their helpline from April 2019 to the end
of February 2020. Of callers, around 55% gamble online and 45% offline.
The online group was mainly a combination of sports betting, casinos and
slots. Offline gamblers were people in betting shops, with very small cohorts
in casinos and other offline venues. They had more than 10,000 people in
their treatment system.®!

Ms Hemming conceded that this was not a representative group of gamblers,
since it consisted only of those who phoned the National Gambling Helpline
when they were concerned about their gambling. She compared the 3% of
problem gamblers with the 17% or 18% of dependent drinkers accessing
treatment, and a still higher proportion of drug users. She referred to “the
stigma that people often feel about having those sorts of issues. It is hard to
come forward for treatment, a bit like how it is hard to talk about mental
health problems more generally”.®>? In their written evidence GamCare told
that they hoped that the 3% of problem gamblers seen in treatment would
over five years increase to 10%, and hopefully to 15% over the longer term.%>>

Gordon Moody, which has been operating for nearly 50 years, provides:

. specialist residential treatment programmes—a two-week assessment
followed by a 12-week therapeutic programme providing 18 units in the
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West Midlands and south LLondon based on a Therapeutic Community

. Halfway House Accommodation and relapse prevention support for up
to 14 people for up to three months following residential therapeutic

° outreach support for ex-residents who have moved on. They provide
them with face to face, telephone and on-line support.®>*

Mr Hickey explained that Gordon Moody supported those most in crisis,
who were beyond breaking point: 99% of the people they supported were
“on the cusp of committing suicide.” In the past year they had supported

“If you came in and asked them about their gambling addiction, they
would all say that it is the hidden addiction. They have got away with
nobody knowing about it for a very long time, some of them for 20 years
or more. The difference between gambling and drug or alcohol addiction
is that you can see a physical change in somebody with the latter.”%>
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model;
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There is no point in spending money on treatment unless that treatment
is effective. GamCare explained in their written evidence that they use
the Problem Gambling Severity Index (PGSI) and Clinical Outcomes in
Routine Evaluation 10 (CORE-10) measures to assess treatment outcomes.
Their Annual Statistics 2018/19 shows the improvement in both PGSI and
CORE-10 brought about by its treatment programmes in recent years.
According to the PGSI, clients who were gambling problematically when
entering treatment showed an average improvement of 16.1 (significantly
reduced risk) upon successfully completing their treatment plans.®>°

Table 16: GamCare clients’ PGSI from assessment to treatment

2015/16 2016/17 2017/18 2018/19
PGSI at assessment 19.0 19.3 19.6 19.5
PGSI at treatment end 4.1 3.7 3.6 3.4
PGSI 14.9 15.7 16.0 16.1
difference

Source: GamCare, Briefing Paper - GamCare Annual Statistics 2018/19 (Fanuary 2020): https://www.gamcare.
org.uk/app/uploads/2020/01/Briefing-Paper- GamCare-Annual-Statistics-2018—19.pdf [accessed 28 April 2020]

620.

Ms Hemmings explained: “We and our partner network, Gordon Moody
and the NHS clinic all use the same measures at the start of treatment, as
well as throughout and at the end of it ... We find that 75% complete that
treatment episode successfully. When they finish it, they have significantly
reduced gambling and improved quality of life.”%” Mr Hickey added:

“[Of the people we support] 74% of people complete the programme
and 91% would recommend it to a friend, which are very comparable
results to GamCare. The key thing with us is that we also run a number
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of sessions for ex-residents: they can come in and support the current
residents through peer-to-peer support.”®8

621. What seems to be lacking is any significant research to identify the strengths,
weaknesses and relative effectiveness of these forms of treatment, and
whether some treatments are more effective with certain cohorts.

622. We recommend that the National Institute for Health and Care
Excellence (NICE) conduct an independent assessment of the various
treatments available, and prepare guidelines showing which are the
most effective.

623. Increasingly, the existing providers of treatment will find themselves working
with a growing number of NHS clinics. Ministers wrote:

“The NHS will continue to work with the charity sector going forward,
as it opens more clinics to meet its NHS long-term plan commitment
of up to 15 specialist clinics. What is important is that the NHS and
charity sector work together, learning and sharing information to make
the best use of resources and to realise the benefits of delivering aligned
and complementary services.”%”

We entirely agree, but differing working methods and different sources of
funding may lead instead to a culture of competition. This cannot be allowed
to happen.

624. The Government should develop a strategy to ensure that the NHS
clinics and services work together with the existing charities to
provide treatment, and to determine how resources will be allocated
and patients referred between services.

625. Those drafting the written evidence of GamCare seem to us to have been
at pains to present their organisation in the best possible light; and there is
nothing wrong with this, if there is nothing wrong with the organisation.
Frank evidence which casts a more critical light on the organisation is
sometimes more helpful. On the all-important subject of training, the
written evidence said: “Our practitioners are specially trained and can give
clients the safe, confidential space they need to discuss how gambling affects
them, and our team work with each client to find strategies to help them
move forward in a positive way.”°®® This does not entirely accord with what
Ms Hemmings told us: “There is no specialist training to work in gambling
treatment. Over time, that will need to change with specific qualifications.
We provide staff with the training that they need to deliver our model of
care depending on their role, and we require them to have qualifications in
related fields.”®¢!

626. We particularly mention the issue of training because that was one of
a number of matters which Ms Ritchie criticised when she gave us oral
evidence, saying:

“We have heard a lot of concerns about GamCare counselling, and we
have raised them over the years ... I was shocked to come across job
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advertisements that said that counsellors were given two days’ training.
They have a generic person-centred training, then two days’ training.
Recently, I came across a job ad that did not require any clinical
qualification at all.”®6?

627. Ms Ritchie criticised GamCare on other fronts. She alleged that “GamCare
have industry people on their Board;”®®® she said: “As far as we know, there
is no proper suicide risk assessment, certainly not at the point of triage and
referral, because the people on the phones are not clinically qualified, so
they cannot be doing it;” and she added: “GamCare owns the only referral
point, effectively, because it runs the helpline. As there is no training for
GPs, there is no pathway through to the clinics, so in effect there is a conflict
of interest, because, as far as we understand it, they refer to their own partner
providers.”%4

628. These are serious allegations, made at a public evidence session, and it is
hardly surprising that when GamCare sent us supplementary evidence
following their own oral evidence sessions, they took the opportunity to
include in it four pages of what they call “factual clarifications”.®®> Gambling
with Lives “thought it would be helpful to respond to each of the points
in [the] supplementary evidence,” and their response takes the form of an
eight-page letter to Ms Hemmings, copied to our Chairman. This is not
evidence to the Committee, but simply the latest instalment of “a long
exchange of meetings, emails and letters between Gambling with Lives
and GamCare over the last two years.” We have to accept that, whatever its
defects, GamCare is, and for some time will remain, the largest provider of
treatment for those suffering gambling disorders. It would be more helpful
to adopt a constructive approach towards improving the service GamCare is
able to offer.
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CHAPTER 9: LOTTERIES, INCLUDING THE NATIONAL
LOTTERY

As explained in Chapter 2°%, at its simplest a lottery is a type of gambling
where payment is required to participate, one or more prizes are awarded
and those prizes are awarded by chance. Lotteries can only be run for the
benefit of good causes, and there are two main types of lottery—the National
Lottery and society lotteries.

Society lotteries

The Small Lotteries and Gaming Act 1956 introduced society lotteries,
conducted by societies established for charitable or sporting purposes, but
not for commercial gain. The Lotteries Act 1975 made provision for local
authorities to promote lotteries on the same footing as societies. The law on
lotteries was consolidated in the Lotteries and Amusements Act 1976.%¢7

Society lotteries are promoted for the benefit of a non-commercial society. A
society is non-commercial if it is established and conducted:

. For charitable purposes;

. For the purpose of enabling participation in, or of supporting, sport,
athletics or a cultural activity; or

J For any other non-commercial purpose other than that of private gain.%®
A small society lottery:
. Does not have proceeds that exceed £20,000 for a single draw;

. Does not have aggregate proceeds from lotteries in excess of £250,000
in any one year;

o Does not require a Gambling Commission licence; and

. Must be registered with the local authority in the area where the
principal office of the society is located.®®’

A large society lottery:
° Has proceeds that can exceed £20,000 for a single draw;

° Has aggregate proceeds from lotteries that can exceed £250,000 in any
one year; and

. Requires a licence from the Gambling Commission.®"

Society lotteries pre-date the National Lottery and there have been limits
on their maximum size of draw, annual proceeds and top prize since at least
1963. When the National Lottery was launched in 1994, the limits imposed
on society lotteries were increased as a concession for the creation of new
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competition. Since then, the framework of limits has served to keep society
lotteries distinct from the National Lottery.

In June 2018, the Government launched a consultation®”! seeking views on
amending the sales and prize limits for large society lotteries. In its response®’
to the consultation in July 2019, the Government announced that it would:

. Increase the individual per draw sales limit from £4 million to £5
million;

. Increase the individual per draw prize limit from £400,000 to £500,000;
and

° Increase the annual sales limit from £10 million to £50 million.

In January 2020 the Government laid the draft Gambling Act 2005 (Variation
of Monetary Limits) Order 2020°7 before Parliament. The Order came into
force on 7 April 2020 and will take effect in July 2020 when the Gambling
Commission’s corresponding alterations to lottery licences come into force.
The Order increases the individual per draw sales limit from £4 million to
£5 million, and the annual sales limit from £10 million to £50 million.

The National Lottery

The National Lottery was established by the National Lottery etc. Act 1993,
and launched in November 1994. The National Lottery is not governed by the
Gambling Act 2005, but rather by a distinct body of legislation. It was initially
regulated by the Director General and the Office of the National Lottery,
followed by the National Lottery Commission, which was then abolished, with
its responsibilities being taken over by the Gambling Commission.

The National Lottery is operated by Camelot Group, which has been
granted the operating licence in 1994, 2001 and 2007. The current National
Lottery licence is due to expire in 2023 and the Gambling Commission will
run the competition to award the next licence. According to the Gambling
Commission, “the role of the Gambling Commission is to design and run
the National Lottery licence competition, and subsequently regulate the
next licence ... 04”

In a blog post from 2018 on the National Lottery Licence Competition
website, Mr McArthur wrote:

“We want to build on the tremendous success of the National Lottery
and we are determined to run a fair and transparent competition process
that maximises the opportunities for innovation and creativity whilst
protecting the special status of the National Lottery ...
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This is why we need to see a fourth licence competition that is robust, fair
and ultimately that ensures we continue to have a world class lottery that
the nation can be proud of. Although the formal bidding process won’t
start for some time, it is essential for us to start talking to businesses
and investors, including technology and financial firms, from across the
globe about their ideas, possible innovations and experience.”®”

640. The National Lottery started life as a weekly lottery draw, but has developed
various products, including the Lotto, EuroMillions and Set for Life draws,
alongside scratchcards and online interactive instant-win games.

Gambling prevalence for lotteries

641. Previous chapters have described the rates of gambling prevalence among
the general population®®, problem gamblers®”’ and children and young
people®”®. The Gambling Commission’s Gambling Participation in 2019:
behaviour, awareness and attitudes annual report shows that the National
Lottery draws remain the most popular gambling activity, followed by other
lotteries and scratchcards. Of those who had only gambled on one activity in
the previous four weeks, 31% had only gambled on National Lottery draws.
In terms of individual National Lottery draws, the most popular games were
Lotto (21%) and EuroMuillions (20%,).%"°

642. The Gambling Commission’s report shows that those in the older categories
(45+) were most likely to participate only in National Lottery draws.

Table 17: Proportion of gamblers participating in National Lottery draws
only, by age

Age 16-24 25-34 35-44 | 45-54 55-64 | 65+
year year year year year year
olds olds olds olds olds olds

National Lottery | 6% 17% 30% 39% 44% 39%

participation

Source: Gambling Commission, Gambling Participation in 2019: behaviour, awareness and attitudes, Annual
report (February 2020) p 9: hitps://www.gamblingcommission.gov.uk/PDF/survev-data/Gambling-participation-
n-2019-behaviour-awareness-and-attitudes.pdf [accessed 6 April 2020]

643. The report also shows that participation in the National Lottery is slightly
higher among women.

Table 18: Proportion of gamblers participating in National Lottery draws

only, by gender
Gender Men Women
National Lottery: 30% 32%
participation

Source: Gambling Commission, Gambling Participation in 2019: behaviour, awareness and attitudes, Annual

report (February 2020) p 9: https://www.gamblingcommission.gov.uk/PDF/survey-data/Gambling-
participation-in-2019-behaviour-awareness-and-attitudes.pdf [accessed 6 April 2020]

675 The Fourth National Lottery Licence Competition, ‘Blog - Neil McArthur talks about the next
competition to run the National Lottery’ (16 November 2018): https://www.4nlc.com/News/2018/
BLLOG-Neil-McArthur-talks-about-the-next-competition-to-run-the-National-Lottery.aspx
[accessed 21 April 2020]
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Lotteries and taxation

Unlike society lotteries, the National Lottery pays lottery duty at 12% of
sales. When the National Lottery was launched in 1994, there was very little
competition in the lotteries market and many other gambling operators were
also subject to taxes based on sales. Over time, all major gambling sectors
other than the National Lottery have been transferred to a gross profits tax
or equivalent. As the Chief Executive of Camelot, Nigel Railton, noted in
oral evidence , “what has happened over time is that the National Lottery is
in splendid isolation as the only part of the gaming or gambling industry on
a sales-related tax.”°®® Mr Railton then explained that he has “been trying
for many years to move the National Lottery from lottery duty to something
much more sensible, which is gross profits tax.”¢8!

Camelot’s written evidence explained the rationale for transferring the
National Lottery from lottery duty to a gross profits tax:

(19

. all major gaming and gambling sectors have been moved to a
Gross Profits Tax (or equivalent), while The National Lottery remains
an outlier taxed on turnover—Lottery Duty at 12%. This tax regime
restricts The National Lottery’s capacity to respond to the changing
market dynamics and its ability to compete on price or value. Camelot
believes that migrating The National Lottery to a Gross Profits Tax
would help to meet our overarching objective of maximising returns to
National Lottery Good Causes through selling lottery products in an
efficient and socially-responsible way ... “°82

It went on to explain the benefits to good cases of transferring the National
Lottery to a gross profits tax:

“The current Lottery Duty regime creates a misalignment between the
Exchequer and Good Causes, leading to distorted incentives. This is
because, under the current regime, returns to the Exchequer are based
on turnover but returns to Good Causes are based on sales less prizes
(gross profit). Therefore, although gross profit could be increased
through a higher prize payout to players, under the current Lottery
Duty regime this would likely mean more income for the Exchequer and
less for Good Causes (undermining The National Lottery’s ability to
meet its duty to maximise returns to Good Causes).” °%°

This was also emphasised in oral evidence by Mr Railton, who stated that
Camelot “believe that good causes will benefit to the tune of about [1
billion to perhaps £3 billion over time and our retailers will benefit through
increased commission.” %84

We wanted to understand more about the potential impact of transferring the
National Lottery from lottery duty to a gross profits tax, and particularly the
potential impact on the Treasury, and asked both Camelot and the Treasury
for additional information. Camelot told us that the amount the Treasury
would receive from the National Lottery if it was subject to gross profits tax
would depend on the tax rate set. Camelot sent us modelling which shows
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that a tax rate of 27.5% (which is comparable to the current 12% lottery
duty) would create a small increase in the revenues for the Treasury and a
significant increase for good causes. A gross profits tax set at 15% (the gross
profits tax on comparable products at the time) would lead to a significant
fallin the Treasury’s revenues, with good causes benefiting correspondingly. %

The Treasury noted that a transfer from lottery duty to gross profits tax
would have significant risk:

“HMRC analyses indicated there would be risks to the Exchequer and
money to good causes as revenue would be reliant on significant ticket
sales growth ... A change to a gross profits tax model would also have
knock-on effects that would require a complete overhaul of the way that
earnings are distributed between retailers, the operator, good causes
and the Exchequer.” %8¢

Like Camelot, the Treasury emphasised that the “amount the Treasury
would receive from the National Lottery if it was subject to gross profits tax
would depend on the tax rate set. %7 It also highlighted that there are “a
number of uncertainties” %8 regarding the impact on the Exchequer, and the
Treasury “is mindful of non-economic impacts that may result from moving
to a gross profits tax.” %%

We are concerned about the potential impact on the Treasury of transferring
the National Lottery from lottery duty to a gross profits tax; however, it
is undeniably an anomaly to keep the National Lottery on a sales-based
taxation regime when most other gambling sectors are now on a profits-
based tax regime.

In the Government’s response®® to its consultation on society lottery
reform®, it stated that “society lotteries are not subject to tax, in line with the
long-standing principle of not taxing charitable fundraising.”®? It is difficult
to understand how the current taxation model for the National Lottery is not
a tax on “charitable fundraising”, and how the Government can square the
circle of having different tax regimes for the National Lottery and society
lotteries.

Even the National Lottery’s rival, the People’s Postcode Lottery, believes
that the current tax regime is “in effect a tax on charitable fundraising.”®?
Its written evidence goes on to state:

“The Department of Digital, Culture, Media and Sport in their
publication ‘Government response to the consultation on society lottery
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688
689
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693

Private written evidence from Camelot UK Lotteries Ltd

Supplementary written evidence from HM Treasury (GAMO0134)

Ibid.

Ibid.

Ibid.

Department for Digital, Culture, Media and Sport, Government response to the consultation on society
lottery reform (16 July 2019): https://assets.publishing.service.gov.uk/government/uploads/system/
uploads/attachment data/file/817544/Response_to_Consultation on_Society Lotteries PDF.pdf
[accessed 21 April 2020]

Department for Digital, Culture, Media & Sport, ‘Consultation on Society Lottery Reform’: https:/
www.gov.uk/government/consultations/consultation-on-society-lottery-reform [accessed 21 April
2020]

Government response to the consultation on soctety lottery reform, p 4

Written evidence from the People’s Postcode Lottery (GAMO0031)
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reform’, state that ‘Society lotteries are not subject to tax, in line with
the long-standing principle of not taxing charitable fundraising’. We see
no reason why the National Lottery should be an exemption from this
principle, especially as the licensed operator, in common with External
Lottery Managers, is subject to corporation tax.” ®%4

654. We agree with the National Lottery and the People’s Postcode Lottery, and
see no good reason why the National Lottery should be an exception to the
principle that charitable fundraising should not be taxed.

655. Lottery duty, which is in effect a tax on charitable giving, should be
replaced by gross profits tax.

Lotteries and advertising

656. As explained in Chapter 7°° on advertising, the ultimate purpose of all
gambling advertising is to sell more gambling products, and the same is true
of lottery advertising. However, as lotteries can only be run for the benefit
of good causes, and the very purpose of lotteries is to raise money for these
good causes, there is also a relationship between lottery advertising and the
amount that is raised for good causes. Recently, both the National Lottery
and large society lotteries, such as People’s Postcode Lottery, have been
spending increasing amounts on advertising. This increase in advertising
spend could potentially cause more gambling-related harm as it encourages
more people to buy more lottery products. Camelot’s written evidence
explained the relationship between increased advertising spend and the
money raised for good causes:

“ ... the competitive market created by ‘synthetic’ national lotteries has
forced The National Lottery to spend more on marketing in order to
maintain share of voice—an indicator of future market share—at the
expense of Good Causes. The result has been to establish a marketing
‘arms race’ in which The National Lottery is forced to compete for share
of voice ... This financial year, The National Lottery will spend three
times more on advertising than it did in 2010 for half of the impact.” %

657. Camelot’s written evidence goes on to claim that the People’s Postcode
Lottery spent £6.3 million on advertising in 2010, compared to £41.3 million
in 2018, an increase of 556%.%°7 In oral evidence, Clara Govier, Managing
Director of People’s Postcode Lottery responded, stating:

“We exist to maximise the returns to good causes. We are an effective
market operation. In 2018 we spent £43 million on marketing,
representing about 11% of our total sales. The figure of a 556% increase
is not correct and certainly I would like that changed for the record.” %8

658. Camelot and People’s Postcode Lottery could not reconcile the differing
advertising figures quoted for the People’s Postcode Lottery in oral evidence,
and were asked to provide additional written evidence on this point, but this
did nothing to clarify the issue.

694 Ibid.

695 Chapter 7, paragraph 481

696 Weritten evidence from Camelot UK Lotteries Ltd (GAMO0040)
697 Ibid.
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Regardless of which analysis is ultimately correct, the amount spent on
advertising by the People’s Postcode Lottery has increased dramatically in
the last eight years, as has the amount spent by the National Lottery. While
advertising plays an important role in increasing sales, this should not be at
the expense of an increased risk of gambling-related harm to customers.

Mr Railton suggested that the solution to ensure that advertising costs do not
have a detrimental impact on returns to good causes “ ... is an expenses cap
of between 5% and 10%.”%° Perhaps unsurprisingly Ms Govier disagreed
with any proposed expenses cap, stating that “a cap on marketing ... would
have a detrimental impact on charity lotteries.” 7°°

We are sympathetic to the call to re-introduce the expenses cap on society
lotteries which existed before the 2005 Act, but are also mindful that this
might lead to a fall in ticket sales and, ultimately, a fall in the amount raised
for good causes. There is a need to analyse the amounts spent on advertising
and administration costs by the National Lottery and society lotteries, what
impact the amount spent has on the amount raised for good causes, whether
there is any link between advertising spend and gambling-related harms, and
the possible consequences of any proposals to curtail the amount spent on
advertising and administration costs.

The Gambling Commission should undertake an inquiry into the
National Lottery’sandsocietylotteries’advertisingandadministration
costs. The lottery sector’s advertising and administration costs should
then be reviewed annually with particular regard to measuring their
effectiveness, and the Gambling Commission should use its power to
impose an expenses cap more effectively.

699 Q 122 (Nigel Railton)
700 Q 122 (Clara Govier)
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SUMMARY OF CONCLUSIONS AND RECOMMENDATIONS

Introduction

We hope that our recommendations will make gambling safer for all, but no
less enjoyable for those who do participate safely. (Paragraph 7)

Implementation of this report

All three main UK political parties, and the Scottish National Party, pledged
in their election manifestos to reform the law on gambling. Although they
frame their proposed policies differently, it is clear that all four parties
believe that major changes to the law on gambling are needed. We hope
that the Government, in making good on its manifesto undertaking, will
urgently give effect to our recommendations, and that they will receive all-
party support. (Paragraph 27)

A few of our recommendations can be implemented only by primary
legislation, but most need only secondary legislation, or changes in the
Gambling Commission’s licence conditions and codes of practice, or in the
way it exercises the powers it already has. There is no need for these to wait
until an opportunity for primary legislation arises. (Paragraph 28)

The gambling industry: structure, development and current picture
Offline gambling

We recommend that the Government should reinstate the triennial reviews
of maximum stake and prize limits, and they should be extended to include
both gaming machines and online gambling products. Consultation for the
next review should begin before the end of this year, with conclusions drawn
and action taken by the middle of 2021. (Paragraph 101)

The Government should forthwith undertake the assessment of casino
regulations which it promised would take place in 2014, and apply the same
regulations to all casinos, regardless of when they opened. (Paragraph 109)

The Gambling Commission should work with bookmakers to create a
protocol to ensure adequate supervision and staffing during opening
hours, taking into consideration the size, lay-out and turnover of individual
premises. (Paragraph 118)

Online gambling

The gambling industry continually offers a variety of products to consumers,
including some which can be highly addictive. The Gambling Commission
should establish a system for testing all new games against a series of harm
indicators, including their addictiveness and whether they will appeal to
children. A game which scores too highly on the harm indicators must not
be approved. (Paragraph 175)

We recommend that the Government should work with the Gambling
Commission to establish a category system for online gambling products.
(Paragraph 185)

The Government and the Gambling Commission should use the online
product categories to set stake limits for online gambling products.
(Paragraph 186)
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To ensure that the implementation of online stake limits does not lead to
increased unregulated offshore gambling, the Government and Gambling
Commission must work with payment providers and banks to establish a
scheme to block payments to such operators. (Paragraph 189)

We recommend the equalisation of speed of play and spin, so that no game
can be played quicker online than in a casino, betting shop or bingo hall.
(Paragraph 193)

Regulation
Gambling Commission

The Government should work with the Gambling Commission to devise a
new funding structure in order to provide it with more flexibility and allow it
to react and adapt to fast changing regulatory requirements. (Paragraph 201)

Section 22 of the Gambling Act should be amended as follows:

paragraph (b) should be amended to provide that the Commission should
not permit gambling unless it believes that to do so will be consistent
with the licensing objectives;

a new paragraph should be added making the identification and
prevention of potential and actual harm a third aim of the Commission.
(Paragraph 205)

Fines currently imposed and penalties agreed by the Gambling Commission
do not make a sufficient impact on large corporations. They should reflect
not just the seriousness of the offence but the size of the offender. In the case
of repeat offences or other extreme circumstances the Commission should
demonstrate much greater willingness to exercise its power to withdraw an
operator’s licence. (Paragraph 227)

The Government should conduct a triennial review of the work of the
Gambling Commission, taking evidence from a wide range of interested
persons and bodies, and prepare a report to Parliament on the past
performance of the Commission, on lessons to be learned for the future,
and on any changes which may be needed to its constitution or to the law
governing it. (Paragraph 239)

Licensing of affiliates

We recommend that affiliates should be licensed by the Gambling
Commission before they can enter into contracts with gambling operators,
and that operators should not be permitted to enter into contracts with
unlicensed affiliates. (Paragraph 250)

The house edge

Licence conditions should require the proportion of the stake retained
by the house to be displayed prominently and clearly, in simple terms, on
each gaming machine in all gambling premises, and in remote gambling.
(Paragraph 254)
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Regulation by local authorities

The Act should be amended to give licensing committees deciding on the
licensing of premises for gambling the same powers as they already have when
deciding on the licensing of premises for the sale of alcohol. (Paragraph 261)

Gambling-related harm

The scale of the issue

We recommend that the British Gambling Prevalence Survey be reinstated
as a first step towards understanding how gambling and gambling prevalence
are changing in the UK. (Paragraph 271)

The Government should commission a longitudinal survey to trace how
and why individuals become problem gamblers, the actions they take, the
treatment they receive, and the outcomes associated with problem gambling.
(Paragraph 276)

A health issue

We believe that, despite the symbolic value of a transfer of primary
responsibility for gambling from DCMS to DHSC, there would not be any
practical benefit from such a transfer, and there might be disadvantages.
DCMS should continue to be the department with primary responsibility.
(Paragraph 293)

DCMS, like the Gambling Commission, has seldom been proactive, and
sometimes has been more obstructive than reactive, as in the case of lowering
the maximum stake of FOBTs, where it was supported by the Treasury. The
failure to take action on a mandatory levy, which we discuss in Chapter 8, is
another example. (Paragraph 294)

A decision to undertake a major review of gambling and of the gambling
industry came about only because, with a general election looming, political
parties were driven to give undertakings to do something which would
satisfy electors. The election is now six months behind us, but nothing has
happened and no dates have been set. We expect DCMS, as the owner of the
policy for gambling, to take this forward with some urgency. This report, the
evidence on which it is based, and the recommendations we make, should
make for a solid foundation. (Paragraph 295)

In exercising their responsibilities, DCMS Ministers and officials should
give much greater priority to gambling, and in particular to measures which
DCMS, other departments or the Gambling Commission could take to
minimise gambling-related harms. (Paragraph 296)

Suicide

The seven-yearly Adult Psychiatric Morbidity Survey included questions on
gambling in 2007, but not in 2014. The 2021 Survey should again include
questions on gambling, and the prevalence of suicidal tendencies linked to
gambling. (Paragraph 301)

The Notification of Deaths Regulations 2019 should be amended to include
in the list of information which doctors are required to provide to coroners a
requirement, when a doctor suspects that a death by self-harm was gambling-
related, to inform the coroner of this. (Paragraph 306)
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Coroners’ offices should keep a record of such information and forward it
at intervals to the Ministry of Justice, which must collate it and keep a list of
the numbers of deaths by self-harm which doctors suspect were gambling-
related. The numbers of such deaths, but not details of individual deaths,
should be publicly available. (Paragraph 307)

Guidance should be issued to doctors that they should be alert to asking
patients who present with symptoms of anxiety and/or depression whether
they have any gambling problems, and if so to offer them advice about where
they should seek specialist help. (Paragraph 310)

Affordability checks

The Gambling Commission must amend its Formal Guidance for Remote
Gambling Operators to define the minimum steps which operators should
take when considering customer affordability, and to make clear that it is for
the operator to take those steps, and any necessary additional steps, which
will enable them to identify customers who are betting more than they can
afford. (Paragraph 326)

DCMS and the Gambling Commission should without delay contact the
Information Commissioner’s Office and agree a procedure, consistent with
the GDPR, allowing operators to share with all other operators the information
they derive from affordability checks on individuals. (Paragraph 331)

It should be a condition of gambling licences that where an operator’s
affordability check throws doubt on whether an individual can safely gamble
at the rate they have been doing, this information should be shared with all
other licensed gambling operators, which will be bound by it in the same
way. (Paragraph 332)

We recommend that the banks should work together with UK Finance to
create an industry-wide protocol on blocking gambling payments, with at
least a 48 hour cooling off period. (Paragraph 339)

The Gambling Commission, the Betting and Gaming Council, and UK
Finance should work with the Information Commissioner’s Office to create
a consistent industry-wide approach on the sharing of customers’ financial
data for the purpose of affordability checks. (Paragraph 342)

VIP schemes

The Gambling Commission must closely monitor the working of the interim
measures for the regulation of VIP schemes while it consults urgently
on changes to the LCCP for the permanent regulation of such schemes.
(Paragraph 360)

The licence conditions for gambling operators must be amended to require
them to undertake a thorough affordability and source of funds check before
admitting any new customer to a VIP scheme (however it may be called).
Such customers must be at least 25 years old. (Paragraph 361)

It should be a condition of an operator’s licence that the salaries and bonuses
of employees of the operator, its subsidiaries or affiliates should not in any
way depend on the length of time or frequency that a customer they have
had personal contact with gambles, or the amount spent or lost, or the profit
made by the operator from that customer. (Paragraph 362)
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Self-exclusion

Licence conditions must require every operator who has been notified,
whether through GAMSTOP or otherwise, of an individual’s self-exclusion,
not to send any communications not required by law to that individual during
the period of self-exclusion, and thereafter to do so only if the individual
takes steps to have the self-exclusion removed. (Paragraph 371)

A Duty of care

The law should be amended to make an operator who contravenes provisions
of the licence conditions and social responsibility codes liable to an action for
breach of statutory duty at the suit of a customer who has suffered loss as a
result of that contravention. (Paragraph 389)

Disputes between customers and operators

We recommend the setting up of a statutory independent Gambling
Ombudsman Service, modelled on the Financial Ombudsman Service, to
settle disputes between gambling operators and gamblers. Membership
of the service should be a condition of the grant of an operator’s licence.
(Paragraph 413)

Children and young people

Loot boxes

We recommend that Ministers should make regulations under section 6(6)
of the Gambling Act 2005 specifying that loot boxes and any other similar
games are games of chance, without waiting for the Government’s wider
review of the Gambling Act. (Paragraph 446)

We recommend that section 3 of the Gambling Act 2005 should be amended
to give Ministers a power, analogous to that in section 6(6), to specify by
regulations that any activity which in their view has the characteristics
of gambling should be treated as gambling for the purposes of the Act.
(Paragraph 449)

Underage gambling and problem gambling

The Gambling Commission and local trading standards officers should
undertake regular age test purchases and visits in all land-based gambling
venues such as betting shops, amusement arcades and National Lottery
retailers, and develop an appropriate age testing scheme for online gambling
operators. (Paragraph 454)

Minimum age for gambling

The minimum age at which an individual can buy any National Lottery
product should be raised to 18. (Paragraph 461)

The minimum age at which an individual can take part in any online
gambling should be raised to 18. (Paragraph 473)

Children at racecourses

The Gambling Commission and local trading standards officers should
undertake more frequent age verification tests, and should do so at all
racecourses across the country, not merely at large meetings. The Gambling
Commission should use the full range of enforcement action available to it,
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including large fines, licence reviews and revocation for those bookmakers
repeatedly allowing underage individuals to place a bet. (Paragraph 477)

Advertising
Effect of advertising

The Government should commission independent research to establish the
links between gambling advertising and gambling-related harm for both
adults and children. (Paragraph 494)

Sport and advertising

Gambling operators should no longer be allowed to advertise on the shirts
of sports teams or any other part of their kit. There should be no gambling
advertising in or near any sports grounds or sports venues, including sports
programmes. (Paragraph 524)

These restrictions should not take effect for clubs below the Premier League
before 2023. A similar flexibility should be allowed in the case of other
sports. (Paragraph 525)

These restrictions should not apply to horseracing or greyhound racing.
(Paragraph 526)

Bet to VView

The social responsibility code of practice must be amended to prohibit
licensees from offering bet to view inducements, such as making the watching
of a sport conditional on having an account with a gambling operator or
placing a bet with an operator. (Paragraph 530)

The consequence of this will be that the Football Association, any other
body with the rights to show football matches, and any body with similar
rights in relation to other sports, will no longer be able to sell those rights to
licensed gambling operators. We hope that they will see the wisdom of not
attempting to sell those rights to unlicensed operators. (Paragraph 531)

Direct marketing

Advertisements which are objectively seen as offering inducements to people
to start or to continue gambling, or which create a sense of urgency about
placing bets, should be banned. The Advertising Standards Authority and the
Gambling Commission must act together to police this ban. (Paragraph 535)

The licence conditions should be amended to prohibit operators from sending
communications offering inducements to bet to individuals, or identifiable
groups of individuals, unless they have agreed to take part in VIP schemes
(by whatever name these are called) which satisfy the conditions currently in
force or any stricter conditions which are imposed. (Paragraph 541)

Research, education and treatment

Funding of research, education and treatment

We recommend that Ministers should forthwith exercise their powers under
section 123(1) of the Act to require the holders of operating licences to pay
to the Gambling Commission an annual levy sufficient to fund research,
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education, and treatment, including treatment provided by the NHS.
(Paragraph 557)

When considering the options for calculating the mandatory levy under
section 123(2) of the Act, DCMS officials should devise a formula requiring
companies offering potentially more harmful gambling products to pay a
correspondingly higher proportion of the levy. (Paragraph 560)

GambleAware

GambleAware must correct the current anomalous system of funding
treatment so that charities providing treatment are free to raise money from
other sources without imperilling their current funding. (Paragraph 574)

Research

We do not believe that the grant giving charity proposed and set up by
Lord Chadlington’s Committee, largely funded by the industry on a
voluntary basis, will be seen to be sufficiently independent for its research
to be any more trusted than research commissioned by GambleAware.
(Paragraph 589)

We recommend that the Government should work closely with UKRI and
ESRC who can advise on a structure for the commissioning of gambling-
related research, funded by the mandatory levy, which would be independent
of industry involvement and would be understood to be so by researchers
and others. (Paragraph 594)

Gambling companies should make freely available to researchers, and to
those commissioning research, data sets with the information they have
about those gambling with them online, and their communications with
them (anonymised if necessary). Similar information in relation to those
gambling offline should also be provided if it is available. (Paragraph 598)

Education

The Government should commission an assessment of the long-term impact
of teaching secondary school children about the risks related to gambling.
When visiting schools, Ofsted should consider whether they have an adequate
policy on the teaching of gambling-related harm. (Paragraph 606)

Treatment

Problem gambling is a common mental health disorder, and the NHS has
the same duty to treat it as to treat any other disorder. It should establish
the proposed 15 new clinics before 2023 and a comparable number within
the following few years. This will require national leadership and a national
training programme. (Paragraph 611)

We recommend that the National Institute for Health and Care Excellence
(NICE) conduct an independent assessment of the various treatments
available, and prepare guidelines showing which are the most effective.
(Paragraph 622)

The Government should develop a strategy to ensure that the NHS clinics
and services work together with the existing charities to provide treatment,
and to determine how resources will be allocated and patients referred
between services. (Paragraph 624)
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Lotteries, including the National Lottery
Lotteries and taxation

Lottery duty, which is in effect a tax on charitable giving, should be replaced
by gross profits tax. (Paragraph 655)

Lotteries and advertising

The Gambling Commission should undertake an inquiry into the National
Lottery’s and society lotteries’ advertising and administration costs. The
lottery sector’s advertising and administration costs should then be reviewed
annually with particular regard to measuring their effectiveness, and the
Gambling Commission should use its power to impose an expenses cap more
effectively. (Paragraph 662)
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Dr Philip Newall (Specialist Adviser)

In the past three years Dr Newall has contributed to research projects funded
by GambleAware, Gambling Research Australia, NSW Responsible
Gambling Fund, and the Victorian Responsible Gambling Foundation.

In 2019, Dr Newall recerved travel and accommodation funding from the
Spanish Federation of Rehabilitated Gamblers.

In 2020, Dr Newall received an open access fee grant from Gambling
Research Exchange Ontario.
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Robin Grossmith, Director, The Federation of
Racecourse Bookmakers

Nigel Roddis, Managing Director, BritBet Racing
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Matt Ridsdale, Executive Director, Camelot
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University of British Columbia

Dr Henrietta Bowden-Jones, Director, National QQ 198-208
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APPENDIX 3: CALL FOR EVIDENCE

The Select Committee on the Social and Economic Impact of the Gambling
Industry was appointed by the House of Lords on 13 June 2019 to consider this. It
has to report by 31 March 2020.

The Committee will be including in its remit the social and economic impact of
the Gambling Act 2005 and related legislation.

This is a public call for written evidence to be submitted to the Committee.

The Committee is happy to receive submissions on any issues related to the subject
of the inquiry, but would particularly welcome submissions on the questions listed
below. You need not address every question.

Diversity comes in many forms, and hearing a range of different perspectives
means that Committees are better informed and can more effectively scrutinise
public policy and legislation. Committees can undertake their role most effectively
when they hear from a wide range of individuals, sectors or groups in society. We
encourage anyone with experience of or expertise in an issue we are investigating
to share their views with the Committee, with the full knowledge that their views
have value and are welcome. If you think someone you know would have views to
contribute, please do pass this on to them.

The deadline for submissions is Friday 6 September 2019.

Questions

The Gambling Act 2005

1.  Are the three primary aims of the Gambling Act 2005 (to prevent gambling
from being a source of crime or disorder, to ensure that gambling is conducted
in a fair and open way, and to protect children and other vulnerable persons
from being harmed or exploited by gambling) being upheld?

2.  What changes, if any, are required to bring the Act up to date with new
technology and the latest knowledge about how gambling harm is distributed?

3. Is gambling well regulated, including the licensing regime for both on- and
off-shore operations? How successfully do the Gambling Commission,
local authorities and others enforce licensing conditions including age
verification? What might be learned from comparisons with other regulators
and jurisdictions?

4.  Should gambling operators have a legal duty of care to their customers?

Social and economic impact

5.  What are the social and economic costs of gambling? These might include
costs associated with poor health and hospital inpatient services; welfare and
employment costs; the cost of benefit claims; lost tax receipts; housing costs
through statutory homelessness applications; and criminal justice costs.

6. What are the social and economic benefits of gambling? How can they be
measured and assessed?
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Levy

7. Is the money raised by the levy adequate to meet the current needs for
research, education and treatment? How effective is the voluntary levy?
Would a mandatory levy or other alternative arrangement be more productive
and effective? How should income raised by a levy be spent, and how should
the outcome be monitored? What might be learned from international
comparisons?

Research

8. How might we improve the quality and timeliness of research in the UK?
What changes, if any, should be made to the current arrangements for
funding, commissioning and evaluating research in the UK? What might be
learned from international comparisons?

9. If, as the Responsible Gambling Strategy Board (RGSB)™ has suggested,
there is limited evidence on which to base sound decisions about gambling
by children and young people, what steps should be taken to rectify this
situation?

Education

10. Is enough being done to provide effective public education about gambling?
If not, what more should be done?

Treatment

11. Are the services available for the treatment and support of people at risk
of being harmed by gambling sufficient and effective? How might they be
improved? What steps might be taken to improve the uptake of treatment,
particularly among groups who are most likely to experience harm from
gambling and least likely to seek help?

12. What steps should be taken better to understand any link between suicide
and gambling?

Advertising

13. The RGSB has said that by not taking action to limit the exposure of young
people to gambling advertising “we are in danger of inadvertently conducting
an uncontrolled social experiment on today’s youth, the outcome of which
is uncertain but could be significant.”’** Do you agree? How should we
make decisions about the regulation of gambling advertising? What might be
learned from international comparisons?

Gambling and sport

14. Gambling is becoming an integral part of a growing number of sports, with
increasingly close relationships between operators and sports clubs, leagues
and broadcasters. What are the risks attached to this?

701 Now called the Advisory Board for Safer Gambling.
702 Responsible Gambling Strategy Board, Children, young people and gambling: A case for action (February

2018) p 12: https://www.gamblingcommission.gov.uk/PDF/RGSB-Gambling-and-children-and-
young-people-2018.pdf [accessed 1 June 2020]
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Gambling by young people and children

15. How are new forms of technology, including social media, affecting children’s
experiences of gambling? How are these experiences affecting gambling
behaviour now, and how might they affect behaviour in the future?

16. The legal availability of certain forms of commercial gambling to under-18s
in Great Britain is unusual by international standards and has been described
as an ‘historical accident’.’®® Should young people between 16 and 18 be able
to purchase National Lottery products, including draw-based games, scratch
cards and online instant wins?

17. Should children be allowed to play Category D games machines (which
include fruit machines, pushers and cranes)?

Lotteries

18. The restrictions on society lotteries were relaxed by the Gambling Act 2005,
and there is concern that some of them are effectively being taken over by

larger commercial lotteries. Is this concern well founded? If so, what should
be done?

19. Should changes be made to the statutory regime governing the National
Lottery, to bring it into line with the regime governing operators of other
lotteries?

703 Children, young people and gambling: A case for action, p 2
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APPENDIX 4: EXTRACTS FROM ELECTION MANIFESTOS

Conservative Party manifesto

We will legislate to make the UK the safest place in the world to be online—
protecting children from online abuse and harms, protecting the most vulnerable
from accessing harmful content, and ensuring there is no safe space for terrorists
to hide online-but at the same time defending freedom of expression and in
particular recognising and defending the invaluable role of a free press. Also, given
how the online world is moving, the Gambling Act is increasingly becoming an
analogue law in a digital age. We will review it, with a particular focus on tackling
issues around loot boxes and credit card misuse.

Labour Party manifesto

We will address drug-related deaths, alcohol-related health problems and the
adverse impacts of gambling as matters of public health, treated accordingly in
expanded addiction support services.

A Labour government will curb gambling advertising in sports and introduce a
new Gambling Act fit for the digital age, establishing gambling limits, a levy for
problem gambling funding and mechanisms for consumer compensations.

Liberal Democrat Party manifesto

We know that there is a strong link between financial debt and suicide, with
over 100,000 people in problem debt attempting suicide every year. A Liberal
Democrat government will build a more compassionate culture towards those in
debt by ending threatening debt collection practices and stopping firms profiting
from consumers’ poor mental health.

There are 340,000 problem gamblers in the UK including some 55,000 children
aged 11 to 16. The Liberal Democrats will introduce further measures to protect
individuals, their families and communities from problem gambling. We will:

e Introduce a compulsory levy on gambling companies to fund research,
education and treatment of problem gambling.

e Ban the use of credit cards for gambling.

e Restrict gambling advertising.

e Establish a Gambling Ombudsman.

Scottish National Party manifesto

Having led the campaign against Fixed Odds Betting Terminals, the SNP will
continue to tackle problem gambling, pushing the UK Government to treat it as a
public health matter and tackle it with a joined-up strategy.

We will press for greater devolution of gambling regulation to the Scottish
Parliament and press the UK Government to stop underage gambling on video
games. We will support changes to charity lottery law to reduce bureaucracy and
maximise returns to good causes and we will support a full public health inquiry
into gambling related harm.
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APPENDIX 5: ACRONYMS AND ABBREVIATIONS

ABB
ABSG

ADR
AGCs
AGH
ALSPAC
APMS
APPG
ASA
BACTA
BCAP
BEIS
BGC
BGPS
BHA
CAP
CBT
CORE-10
CPA
CQC
DCMS
DfE
DHSC
DPA
DSM
DWP
ECDD
EFL
EGBA
ESRC
FA
FCA
FOBT
FOS

Association of British Bookmakers
Advisory Board for Safer Gambling
Formerly the Responsible Gambling Strategy Board (RGSB)
Alternative Dispute Resolution

Adult Gaming Centres

Action Against Gambling Harms

Avon Longitudinal Study of Parents and Children

Adult Psychiatric Morbidity Survey

All Party Parliamentary Group

Advertising Standards Authority

British Amusement Catering Trade Association
Broadcast Committee of Advertising Practice
Department for Business, Energy and Industrial Strategy
Betting and Gaming Council

British Gambling Prevalence Survey

British Horseracing Authority

Committee on Advertising Practice

Cognitive Behavioural Therapy

Clinical Outcomes in Routine Evaluation 10

Cost per Acquisition

Care Quality Commission

Department for Digital, Culture, Media and Sport
Department for Education

Department for Health and Social Care

Deferred Prosecution Agreement

US Diagnostic and Statistical Manual of Mental Disorders
Department for Work and Pensions

Enhanced customer due diligence

English Football League

European Gaming & Betting Association

Economic and Social Research Council

Football Association

Financial Conduct Authority

Fixed Odds Betting Terminal

Financial Ombudsman Service



FTA
GDPR
GGY
GRH
GwL
HBLB
HMT
HSE
IBAS
ICD
ICO
IGRG
IPPR
LBO
LCCP
MRC
MHCLG
MOD
MOQOJ
NAO
NDA
NICE
NIHR
ODPS
ONS
PAL
PAT
PGSI
PHE
PML
PSHE
RAIG
RGA
RET
RGSB
SGBs
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Free-to-Air

General Data Protection Regulation
Gross Gambling Yield

Gambling Related Harm

Gambling with Lives

Horserace Betting Levy Board

Her Majesty’s Treasury

Health Survey for England

Independent Betting Adjudication Service
International Classification of Diseases
Information Commissioner’s Office
Industry Group for Responsible Gambling
Institute of Public Policy Research
Licensed Betting Office

Licence Conditions and Codes of Practice
Medical Research Council

Ministry of Housing, Communities and LLocal Government
Ministry of Defence

Ministry of Justice

National Audit Office

Non-disclosure Agreement

National Institute for Health and Care Excellence
National Institute for Health Research
On-demand programme services

Office for National Statistics

Premises agreed limit

Profit After Tax

Problem Gambling Severity Index

Public Health England

Personal Management Licence

Personal, social, health and economic [education]
Responsible Affiliates in Gambling
Remote Gambling Association

Research, education and training

See ABSG

Sports governing bodies
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SHeS Scottish Health Survey

SOF Source of funds

SOW Source of wealth

UKRI UK Research and Innovation

WHO World Health Organization
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