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INTERNET GAMING: REGULATING IN AN
ONLINE WORLD

FRIDAY, NOVEMBER 18, 2011

HOUSE OF REPRESENTATIVES,
SUBCOMMITTEE ON COMMERCE, MANUFACTURING, AND
TRADE,
COMMITTEE ON ENERGY AND COMMERCE,
Washington, DC.

The subcommittee met, pursuant to call, at 9:03 a.m., in room
2123, Rayburn House Office Building, Hon. Mary Bono Mack
(chairman of the subcommittee) presiding.

Members present: Representatives Bono Mack, Bass, Harper,
rIf‘ance, Cassidy, Guthrie, Olson, McKinley, Barton, Butterfield, and

owns.

Staff present: Paige Anderson, Policy Coordinator, CMT; Char-
lotte Baker, Press Secretary; Brian McCullough, Senior Profes-
sional Staff Member, CMT; Gib Mullan, Chief Counsel, CMT; Katie
Novaria, Legislative Clerk; Shannon Weinberg, Counsel, CMT;
Felipe Mendoza, Democratic Counsel; and Will Wallace, Democratic
Policy Analyst.

Mrs. BoNO MACK. The subcommittee will now come to order.
Good morning, this is our second cover the waterfront hearing on
whether Congress should allow Internet gaming to take sail. Today
we will hear from three of our colleagues as well as from a re-
spected panel of experts. Let me be clear about one thing from the
beginning. I am taking a very careful approach when it comes to
this issue, and I want to examine all of the relevant facts before
deciding whether or not to proceed.

I now recognize myself for an opening statement.

OPENING STATEMENT OF HON. MARY BONO MACK, A REP-
RESENTATIVE IN CONGRESS FROM THE STATE OF CALI-
FORNIA

When it comes to the debate over legalizing Internet gambling is
it time for Congress to let the genie out of the bottle, or is the genie
already out, online, with a pile of chips playing Texas Hold "Em?
As chairman of the subcommittee, this is an important issue which
I have been following very closely in hopes of making certain that
everyone involved is dealt a fair hand.

Today we know this, the vast majority of Americans have gam-
bled at some point in their lives, and the number of people who
tried gambling is going up every year. Currently the only two
States without legalized gambling are Hawaii and Utah. Forty-
eight other States allow charitable gaming, 43 States and the Dis-
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trict of Columbia have lotteries, 40 States permit parimutuel bet-
ting, 29 States have Indian casinos, while another 28 States have
standalone casinos or racetrack casinos.

Today as we continue to look at whether Congress should legal-
ize Internet gambling, there are a number of questions we will be
raising. For example, how effective is the current enforcement of
online gaming in jurisdictions that have legalized it? How are
States preparing to deal with the issue? What, if any, forms of
interstate online gaming should Congress consider allowing? What
consumer protections exist for online gaming, and what new protec-
tions are needed? How would any easing of legal restrictions on
Internet gaming affect American consumers and other stake-
holders, especially federally recognized Native American tribes.

Gaming policy and regulation is generally handled by the States,
although the Federal Government has been involved in shaping the
boundaries of what is permissible under current law.

In 1988, gambling across the United States began to proliferate
after Congress passed the Indian Gaming Regulatory Act address-
ing the jurisdiction and authority of tribes to establish gaming on
their lands. Since its passage, tribal gaming operations have seen
tremendous growth with revenues last year exceeding $26 billion.
Of the 565 federally recognized tribes across the U.S., nearly half
of them operate casinos which provide a critically important source
of funding for tribal operations and governance.

In my own congressional district tribal gaming has been a huge
plus with seven casinos supporting thousands of jobs during these
very difficult economic times. The tribes have been great neighbors,
too, contributing regularly to charities and civic events.

So as this debate continues to unfold, it is very important to re-
member how tribal gaming has improved the lives of thousands of
Native Americans and I want to make certain that they are not ad-
versely impacted by online gambling, legal or otherwise.

Congress has had to step in before. In 2006 to combat prolifera-
tion of illegal Internet gaming, the Unlawful Internet Gambling
Enforcement Act was adopted. This effectively outlawed interstate
online gaming in the U.S. by prohibiting gambling related busi-
nesses from accepting payments in the form of checks, credit card
payments or electronic funds transfers relating to unlawful Inter-
net gambling. The law also establishes fines and penalties for
banks and financial companies that process such payments.

In April of this year three of the top poker Web sites were shut
down and 11 people indicted for bank fraud and for money laun-
dering, raising new questions about the law.

Proponents argue that the statute has not reduced Internet gam-
bling, it has simply driven it underground and offshore where
shady operators play by their own rules.

Legalizing Internet gaming, they argue, would actually allow the
government to provide greater protection for consumers. But those
who want to keep the ban on Internet gambling in place argue that
repealing the current law will expose more Americans to serious
problems such as compulsive gambling. They are also worried
about an increase in fraud, money laundering and organized crime.
Still others have expressed concern that State budgets could be
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harmed by the loss of lottery and gaming revenue, and they point
to huge potential impact on existing legitimate gaming operations.

While most States have taken no action regarding online gaming,
seven States, Illinois, Indiana, Washington, Louisiana, Oregon,
Montana, and South Dakota, have now enacted express prohibi-
tions on Internet gambling. Other States have interpreted Federal
laws permitting intrastate online gaming, and they are beginning
to authorize different forms of remote gaming. Nevada, for exam-
ple, has already provided remote intrastate sports wagering
through BlackBerry enabled mobile phone devices, and the State is
also forging ahead with plans to begin licensing online poker sites.

So in many respects the genie is already out of the bottle. And
now it is up to Congress to decide whether Internet gambling
across State lines should be legal or illegal.

And I look forward to hearing all of today’s testimony.

With that, I am happy to recognize the gentleman from North
Carolina, Mr. Butterfield, the ranking member of the Sub-
committee on Commerce, Manufacturing, and Trade, for his open-
ing statement for 5 minutes.

[The prepared statement of Mrs. Bono Mack follows:]
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When it comes to the debate over legalizing Internet
gambling, is it time for Congress to let the genie out of the
bottle? Or is the genie already online with a pile of chips

playing Texas Hold-em?

As Chairman of this Subcommittee, this is an
important issue which | have been following very closely in

hopes of making certain that everyone is dealt a fair hand.

Today, we know this: the vast majority of Americans
have gambled at some point in their lives, and the number
of people who try gambling is going up every year.
Currently, the only two states without legalized gambling

are Hawaii and Utah.

48 other states allow charitable gaming.

43 states and the District of Columbia have lotteries.

40 states permit pari-mutuel betting.

29 states have Indian casinos, while another 28

states have stand-alone casinos or racetrack casinos.
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Today, as we continue to look at whether Congress
should legalize Internet gambling, there are a number of

questions which we will be raising:

» How effective is current enforcement of online gaming
in jurisdictions that have legalized it? And how are

states preparing to deal with the issue?

o What, if any, forms of interstate online gaming should

Congress consider allowing?

* What consumer protections exist for online gaming

and what new protections are needed?

e How would any easing of legal restrictions on Internet
gaming affect American consumers and other
stakeholders, especially federally-recognized Native

American tribes?
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Gaming policy and regulation is generally handled by
the states, although the federal government has been
involved in shaping the boundaries of what’'s permissible

under current law. -

In 1988, gambling across the United States began to
proliferate after Congress passed the Indian Gaming
Regulatory Act, addressing the jurisdiction and authority of
tribes to establish gaming on their lands. Since its
passage, tribal gaming operations have seen tremendous
growth with revenues last year exceeding $26 billion. Of
the 565 federally-recognized tribes across the United
States, nearly half of them operate casinos which provide
a critically important source of funding for tribal operations

and governance.

In my own Congressional District, tribal gaming has
been a huge plus, with seven casinos supporting
thousands of jobs during these difficult economic times.
The Tribes have been great neighbors, too, contributing

regularly to charities and civic events. So as this debate
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continues to unfold, it's very important to remember how
tribal gaming has improved the lives of thousands of
Native Americans, and | want to make certain that they are
not adversely impacted by online gambling — legal or

otherwise.

Congress has had to step in before. In 2006, to
combat the proliferation of illegal Internet gambling, the

Unlawful Internet Gambling Enforcement Act was adopted.

This effectively outlawed interstate online gaming in
the United States by prohibiting gambling-related
businesses from accepting payments in the form of
checks, credit card payments, or electronic funds transfers
relating to unlawful Internet gambling. The law also
establishes fines and penaities for banks and financial

companies that process such payments.

In April of this year, three of the top poker websites
were shut down and 11 people indicted for bank fraud and

money laundering, raising new questions about the law.
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Proponents argue that the statute has not reduced
Internet gambling — it's simply driven it underground and

offshore, where shady operators play by their own rules.

Legalizing Internet gambling, they argue, would
actually allow the government to provide greater protection

for consumers.

But those who want to keep the ban on Internet
gambling in place argue that repealing the current law will
expose more Americans to serious problems such as

compulsive gambling.

They are also worried about an increase in fraud,

money laundering and organized crime.

Still others have expressed concern that state

budgets could be harmed by the loss of lottery and gaming
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revenue, and they point to a huge potential impact on

existing, legitimate gaming operations.

While most states have taken no action regarding
online gaming, seven states...lllinois, Indiana,
Washington, Louisiana, Oregon, Montana, and South
Dakota...have now enacted express prohibitions on

Internet gambling.

Other states have interpreted federal law as
permitting intrastate online gaming, and they are

beginning to authorize different forms of remote gaming.

Nevada, for example, is already providing remote
intrastate sports wagering through Blackberry-enabled
mobile phone devices, and the state is also forging ahead

with plans to begin licensing online poker sites.

So, in many respects, the genie is already out of the

bottle, and now it's up to Congress to decide whether
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Internet gambling across state lines is legal or illegal. |

look forward to hearing today’s testimony.
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OPENING STATEMENT OF HON. G.K. BUTTERFIELD, A REP-
RESENTATIVE IN CONGRESS FROM THE STATE OF NORTH
CAROLINA

Mr. BUTTERFIELD. Thank you. I thank the chairman for holding
this hearing and what I hope will be a series of hearings on this
very important subject of Internet gambling. This is a very impor-
tant issue. I think we can all agree on that, and it deserves careful
consideration, as you referenced in your opening statement.

Let me thank the three witnesses, my colleagues, for coming
today and we will try to make this as painless as possible.

According to one estimate, any action we take regarding the legal
status of Internet gambling could impact an estimated 10 to 15
million people who already participate in Internet gambling on a
regular basis.

Serious revenues estimated to be as high at $49 billion over 10
years could be realized at both the State and Federal levels. But
we must remember the policy decisions we make here and in the
full committee could also impact people who have never been ex-
posed to Internet gambling, potentially opening the door for de-
pendence and addiction. That is why it is so important, so impor-
tant to address potential consumer consequences in any legislation
that we consider.

With estimated revenues in the billions we must set aside a por-
tion of that to reduce the social cost of problem gambling.

In our previous hearing on this topic I was particularly struck by
Mr. Keith White’s testimony. Mr. White indicated that 6 to 8 mil-
lion adults and 1/2 million teens meet the criteria for gambling ad-
diction, with ethnic minorities more likely to become addicted. He
also estimated that the annual social cost of gambling related ad-
diction at $7 billion, resulting from increases in crime, divorce and
bankruptcy and other things. An ounce of prevention is worth a
pound of cure, and any legislation must include, must include suffi-
cient funds to carry out education, treatment and research services
related to problem gambling.

We must also include common sense safeguards for consumers
like a self exclusion list, gambling time limits, monetary deposit
%imits and privacy, and data security requirements, just to name a
ew.

Two of our colleagues, Mr. Campbell and Mr. Frank, are here
today to testify about their bill. The Internet Gambling Regulation
Consumer Protection Enforcement Act, H.R. 1174. That bill would
give the Department of the Treasury the responsibility of imple-
menting a national licensing regime for Internet gambling sites.
This bill provides for fair and balanced entry into the Internet
gambling marketplace and does not restrict permitted gaming to
just poker. It would also would encourage State lotteries, Indian
tribes and others to innovate their current businesses so they can
take part in the new industry and further raise revenue.

H.R. 1174 is just one of the bills currently on the table, but re-
gardless of which proposal we are looking at, any legislation that
moves through this subcommittee and that could ultimately become
law will involve tasking one or more Federal entities with imple-
mentation and oversight. It is critically important that in addition
to the experts we have here today we also hear from those Federal
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entities. These could include Treasury and Commerce, the Federal
Trade Commission and the Consumer Financial Protection Bureau.
We need to learn about any concerns that these agencies might
have and potential consequences for them if they are tasked with
implementing the new framework.

With an estimated 1,700 international Web sites allowing play
and accepting wages from individuals in the U.S., it is critical that
we act to protect American consumers by legalizing Internet gam-
bling here. The tremendous revenue that would be realized through
legalized Internet gambling at the local, State and Federal levels
would be a tremendous boost to our budgets. And most impor-
tantly, American workers are poised to take advantage of this new
industry through well paying jobs that could be created, software
engineers and financial experts and consumer service representa-
tives, web developers, scientists and electrical engineers who all
would need to be supported by the industry.

Considering the fragile and struggling state of our economy, I
strongly believe that all potential revenues should be considered to
spur more robust economic growth. But if we are going to do this,
Madam Chairman, if we are going to recognize gambling as legal,
we must do our very best to get it right.

Thank you for listening. I yield back the balance of my time.

Mrs. BoNO MACK. I thank the gentleman, and the chair now rec-
ognizes the chairman emeritus of the full committee, Mr. Barton,
for 3 minutes.

OPENING STATEMENT OF HON. JOE BARTON, A
REPRESENTATIVE IN CONGRESS FROM THE STATE OF TEXAS

Mr. BARTON. Thank you, Madam Chairwoman. I am delighted to
welcome our three colleagues here, Mr. Frank, Mr. Wolf, and Mr.
Campbell. The bill that I have introduced builds on the work that
Mr. Campbell and Mr. Frank have already done. And with regards
to Mr. Wolf, I have worked with him on many issues over the years
and am glad that I am not in the White House Office of Science,
Space and Technology right now or he would be cutting my budget,
too, and I am glad he is not.

Congressman Kenny Hulshof, former Congressman, is in audi-
ence and I think former Congressman John Porter is in the audi-
ence. We welcome those two former colleagues.

I want to make one comment on Mr. Butterfield’s opening state-
ment. I support everything he said. I want to point out that the bill
that we are hoping to mark up in this subcommittee deals only
with Internet poker, it does not deal with generic gaming or gam-
bling, it is just Internet poker. And as everyone knows, poker is a
game of skill. Over time the best poker player will win the most
money. I am living proof of that, having been much poorer by try-
ing to play against players better than myself and having them
laugh as they take my money.

We have an interesting situation here in this country in that it
is legal to play poker online, it is impossible, though, to handle the
financial transactions winning or losing that result from it because
of a law called UIGEA. UIGEA in my opinion is unenforceable,
needs to be reformed. The bill that I have introduced will do that,
H.R. 2366. I have had a number of meetings with all the stake-
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holders and thanks to the skill of our chairwoman and ranking
member we are going have a good cross-section of those on the sec-
ond panel today.

I think there is general agreement there are still some things to
be ironed out. I would point out the bill I have introduced is a
States’ right bill and it allows the States to make the decision
whether citizens in their State can play poker online. If the State
doesn’t want to do that or an Indian tribe doesn’t want to do that,
they simply inform the Department of Commerce they don’t want
to participate. We are not trying to telling the States how to run
their businesses, but for those States that do we are trying to have
a comprehensive plan to make it fair and ethical for everyone.

So I look forward to the hearing, Madam Chairwoman. I want to
thank the three Congressmen for taking their time to testify. I
know how many things they could be doing and to have them give
time, especially 9 o’clock on a Friday morning, is important.

I also want to welcome Mr. Frank Fahrenkopf, who will testify
on the second panel. I have dealt with him on some political issues
for many, many years. When I was a young Congressman he
helped me quite a bit in some of my political travails earlier in my
career, so I appreciate that.

With that, Madam Chairwoman, I yield back.

Mrs. BoNO MACK. I thank the gentleman, and the chair is
pleased to recognized Mr. Bass for 2 minutes.

OPENING STATEMENT OF HON. CHARLES F. BASS, A REP-
RESENTATIVE IN CONGRESS FROM THE STATE OF NEW
HAMPSHIRE

Mr. Bass. I thank the distinguished chairwoman for holding this
hearing, important hearing. I also want to welcome my three col-
leagues to the main hearing room of the most powerful and finest
committee in the Congress, welcome here. This is an important
hearing.

On our second panel, we will be hearing from Charlie McIntyre,
who is sitting in the front row here, Executive Director of the New
Hampshire Lottery. As highlighted in my comments in a previous
hearing, the New Hampshire lottery just delivered funding, almost
a billion and a half dollars, for our State’s education. It is the pri-
mary form of funding from the State level for education since its
inception in 1964. So as our committee continues to examine online
gambling, I believe that we should consider fully the experiences
of existing forms of legal gaming. I am pleased to have Mr. McIn-
tyre and our other witnesses available to us today to speak to the
competencies of our gambling regulators, as well as the potential
benefits and challenges posed by an online gambling world.

So I am looking forward to both panels and with that, Madam
Chairman, I yield back.

Mrs. BoNO MACK. I thank the gentleman. And we turn our atten-
tion to our panels. We have two panels today joining us. Each of
our witnesses prepared an opening statement and it will be placed
into the record. Each of you will have 5 minutes to summarize that
statement in your remarks.

On our first panel we are very pleased and we welcome the Hon-
orable Barney Frank of Massachusetts, the Honorable Frank Wolf
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of Virginia, and the Honorable John Campbell of California. We
welcome you all to the Subcommittee on Commerce, Manufacturing
and Trade. We are very pleased you are here.

At this point we are happy to recognize Congressman Frank for
5 minutes for his opening statement.

STATEMENT OF THE HONORABLE BARNEY FRANK, A REP-
RESENTATIVE IN CONGRESS FROM THE COMMONWEALTH
OF MASSACHUSETTS

Mr. FRANK. Thank you. Thank you for having this hearing.

Mrs. BoNO MACK. Can you make sure the mic is on?

Mr. FRANK. Sorry, it was not.

I thank you for this hearing and I appreciate the work of my col-
league from Texas, Mr. Barton, in this. And yes, I will say to my
neighbor from New Hampshire it is nice to be in the Energy and
Commerce room and to be seated in front of a portrait of John Din-
gell, which I think is probably older than the average Member of
Congress—the portrait, not Mr. Dingell.

I want to begin with the basic principle arguments. Obviously
once we decide to do this, there are specific legislative details, and
I think in a bipartisan way we can work them out. I will say Mr.
Barton, Mr. Campbell and I have already had some meetings, and
we think it is possible to come to an agreement on a lot of these
specifics. But I say once we decide to do this, let’s define what this
is. This is allowing adult Americans to spend their own money as
they wish in a form of recreation that they enjoy. I cannot under-
stand how anyone would think that it is the role of the Federal
Government to prohibit them from doing that. Regulating the way
in which it is done, dealing with abuses, those are inevitable as-
pects of the economy we live in. But let’s get to the threshold ques-
tion, is it the business of the government to tell adults no, we don’t
think you should gamble with your own money? That is a principle
which frankly I would think there should be bipartisan support on.

And I hear people talk about the nanny state. I hear people say-
ing we should not be telling 8-year-olds what to eat for lunch.
Leaving that aside, if we don’t want to tell an 8-year-old what to
eat for lunch, why are we telling the 8-year-old’s parent, a 28-year-
old, no, you can’t gamble, we don’t think that is appropriate?

Some of it I must say is moral disapproval, I know that creeps
in sometimes. Apparently there are people who are better biblical
scholars than I who have found somewhere in the Bible a prohibi-
tion on gambling. I haven’t found it myself nor have I found a foot-
note to it which exempts bingo. But the fundamental principle re-
mains the same.

The second problem we have here is that it violates a principle,
I thought held very strongly, frankly even more so by my friends
on the Republican side; namely, hands off the Internet. As some-
body said, we are putting special restrictions on things done on the
Internet. I thought that was the reverse of what people were talk-
ing about, because the legislation that unfortunately passed the
Congress came out of the Committee on Financial Services enforces
the prohibition on gambling, telling adults how dare you gamble
with your own money, by restricting the use of the Internet. And
again I am shocked by that.
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Finally, the current regime is one of the most intrusive regula-
tions on the banking industry that you can find. If you talk to the
bankers, they very angry at this because the way in which we now
make it illegal is to impose on financial institutions an impossible
obligation; namely, to figure out what the payment was for. So
again from the principles of my Republican friends, don’t have a
nanny state, don’t interfere with the Internet, don’t unduly burden
private sector, I am very surprised that this is maintained.

Now, one of the arguments against making it illegal, some adults
will abuse it and some children will do it. Let me start with the
latter one. As I understand it, we have alcohol made available on
the Internet, we have cigarettes made available on the Internet.
The notion there are sex oriented materials that are for adults
only, the notion we should ban in a society for everybody things
that are OK for adults because children might get to them is the
end of freedom. If we aren’t able to maintain some distinction be-
tween adult permitted activity and things we want to prohibit to
children, then a lot of us will have a lot of time on our hands be-
cause we will have banned a lot of things that adults ought to be
able to do and it is in fact inconsistent. That is why I go back to
say that inevitably it seems to me that an element of this notion
that we should make gambling illegal altogether is a moral dis-
approval, which I think is inappropriate.

I have had people say, well, are you for the government being
pro-gambling? No, let’s be clear what the role of the government is
in a free society. There are some things that are damaging to oth-
ers and the government should prohibit. There are some things
which are especially beneficial and the government should want to
encourage. But the great mass of human activity is none of the gov-
ernment’s business. We should neither encourage it nor discourage
it. And not making something illegal is not an encouragement of
it or an endorsement of it.

And I note the gentleman from New Hampshire mentioned a lot
of reasons. I appreciate that, and we want to make sure that we
draw on their experience. But some suggested that we should not
allow this because it would detract from the revenues that lotteries
get. The gentleman did not suggest that, I don’t even put that word
in his mouth, but again from the standpoint of my Republican col-
leagues any suggestion that we should ban private sector entities
from engaging in activity because it might detract from the rev-
enue that public sector entities get; in other words, we should give
a monopoly to the public sector, would seem to be quite far from
what I would hope would be the prevailing philosophy here.

I think we can deal with the addiction issue here. I will say that
the addiction issue here does not seem to me different from the ad-
diction issue with alcohol and other things.

And finally, I would say with regard to college students, there
was an argument when we did it in our committee that somebody
cited a study how terrible this was for college students and leading
to suicides. The author of that study said, no, that is not what I
said. And if we were going to ban things because students might
get addicted to them, my guess is we would probably not start with
Internet gambling, we would start with video games. There is a
great problem of addiction of video games and the way a rational,
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free society deals with addiction is to allow the great majority of
people to do it and to try to treat and help the people who are ad-
dicted.

So I hope this committee will go ahead with the basic principle,
and I look forward to our working out the specifics.

[The prepared statement of Mr. Frank follows:]
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Testimony of Congressman Barney Frank
before the Subcommittee on Commerce, Manufacturing, and Trade
“Internet Gaming: Regulating in an Online World.”

November 18, 2011

[ am here today in support of licensing and regulating online gambling,
primarily because I believe adults should be allowed to spend their own
money as they see fit, free of governmental intrusion. And I also
believe that licensing and regulation of internet gambling will provide

real consumer protection in an area that is currently vulnerable.

In 2006, the Unlawful Internet Gambling Enforcement Act (UIGEA)
was enacted, which restricted the use of the payments system for
Americans who sought to gamble online. I believe that it is an
inappropriate interference on the personal freedom of Americans, and
should be undone.  And the ban did not make consumers safe. On

April 15 “Black Friday”, the owners of Full Tilt poker were arrested and
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subsequently indicted by a federal grand jury for fraud and money

laundering.

I voted against the ban in 2006 and for the past three Congresses, | have
sought to reverse that ban. [ introduced legislation — the first version in
2007 — and the latest iteration, which is identical to what Financial
Services reported out last year on a bipartisan vote — is led this year by
my colleague and friend John Campbell. This legislation is designed to
protect consumers without restricting their freedom. 1 have always
believed that it is a mistake to tell adults what to do with their own
money. Some adults will spend their money foolishly, but it is not the
purpose of the Federal Government to prevent them legally from doing
it. We should ensure that they have appropriate consumer protections
and information, but otherwise allow people to pursue activities that they
enjoy which do not harm others. As John Stuart Mill said in his essay,

On Liberty in 1869:
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“The only freedom which deserves the name is that of
pursuing our own good in our own way, so long as we do not
attempt to deprive others:\'of theirs, or impede their efforts to
obtain it. Each is tbe prober guardian of his own health,
whether bodily, or mental or spiritual. Mankind are greater
gainers by suffering each other to live as seems good to
themselves, than by compelling each to live as seems good to

the rest.”

I have also been very pleased to have strong support for this legislation
from the Chairman of the Homeland Security Committee, Peter King,
whose concern for public policies that protect us against terrorism is

well known to many of us, His support for this effort is very important,

We believe that the legislation should be open to all operators — those

who want to get into the business and can pass a rigorous background

n
I3
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check and comply with all of the regulations should be able to do so.
Under our bill, any suitable person secking to operate an Internet
gambling may submit to a background investigation and apply for a
license. I believe that having an open market fosters competition,
promotes fairness, creates American jobs and is in the best interest of
consumers.

I also strongly support, and am a cosponsor of Mr. Barton’s internet
poker bill, HR 2366, which is quite similar to our legislation in many
respects, though it is limited to poker only. I look forward to continuing
to work with him and the rest of the Committee as you consider these

issues.

American consumers who wish to gamble online are currently without
rigorous and consistent safeguards against fraud, identity theft, underage
and problem gambling and money laundering. Some operators adhere
to rigorous regulatory regimes in foreign jurisdictions, but U.S.

customers have no local recourse if they have a problem. We need to

4
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ensure that we protect American consumers by requiring that user funds
are not commingled with operating funds, and obey strict regulatory
protocols against fraud and cheating, with constantly updated standards,
and audit requirements to ensure both the fairness of games and the

soundness of financial operations.

One argument against online gambling is that there are some people,
including compulsive gamblers, who should not gamble. I do not agree
that just because some people should not engage in a behavior that it
should be prevented for all. But I do believe that we should ensure that
self exclusion protocols, gambling limits, and other anti-compulsive
measures are required — which can be done even more effectively online
than in the brick and mortar world. Moreover, I am a cosponsor of HR
2334, Congressman Wolf and Congressman Moran’s bill to establish
and implement programs for the prevention, treatment, and research of
pathological and other problem gambling. I have been a cosponsor of

this legislation for several Congresses — including its predecessor bill,

5
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proposed by my former Massachusetts colleague, Marty Meehan. [ also
believe that this legislation should be made a part of any eventual
package, and that its work should be funded out of a part of the revenue

stream that is garnered from the tax provisions.

The tax provisions, which are contained in separate legislation authored
by Congressman McDermott, have been jointly scored (along with the
implementing legislation), and they should garner more than 42 billion
dollars over ten years. Billions of dollars in taxes - both under existing
law and those that would be established under Mr. McDermott’s bill —
currently remain uncollected in this area. And the revenue and jobs
from this sector have been created overseas, due to the ban, rather than

benefiting Americans.

Enacting legislation to license, regulate, and tax online gambling as well
as implement problem gambling programs, would bring this industry out

of the shadows, benefit consumers, create American jobs, capture

6
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revenue and allow adults to enjoy freedom from unnecessary

government interference,

I thank the committee for their consideration.
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Mrs. BoNO MACK. Thank you, Congressman Frank. And at this
point, Mr. Wolf, thank you very much for coming today and you are
recognized for 5 minutes.

STATEMENT OF THE HONORABLE FRANK R. WOLF, A REP-
RESENTATIVE IN CONGRESS FROM THE COMMONWEALTH
OF VIRGINIA

Mr. WoLF. Thank you, Madam Chair. I know that some members
of the committee are aware of my strong concerns about the spread
of gambling in our society. I can spend all day cataloguing story
after story of ruined families, bankruptcies, suicides and official
corruption. Gambling is harmful activity, and study after study has
shown that many in our society there is no question it is strongly
addictive. Following the enactment of the hard fought ban on Inter-
net gambling in 2006, I never thought I would see a day that a Re-
publican House would even consider weakening this law. For a
party that champions families and traditional values, I assure you
that Internet gambling is contrary to those values.

The legalization of Internet poker will enable the spread of gam-
bling to every computer, every iPad, every iPhone, every Black-
Berry, every Android and Windows phone in the country. It will
send a signal to Americans that gambling is to be encouraged. It
will be a windfall to the most powerful gambling interests in the
country at the expense of American families and taxpayers.

There is no question that social and economic effects fall dis-
proportionately on three groups, the poor, the elderly and the
young. Notably these are the same groups of Americans that have
been hardest hit by the recession.

Although some have championed this legislation as a potential
budget windfall, I assure you that what tax revenues it will gen-
erate will overwhelmingly come out of the pockets of the vulnerable
population. Gambling is no budget panacea. What little tax rev-
enue it will generate taxpayers will pay out far more in the crimi-
nal justice systems, gambling treatment program and social serv-
ices.

The New York Times July 2010 article said the social cost of
gambling outweighs the revenue by 3 to 1. Reports done in both
the 1990s and 2000s have shown the increase in legalized gambling
have led to a significant increase in suicide rates. A 2008 report by
a sociologist at Temple University found that, “The odds of suicide
among Las Vegas residents was at least 50 percent greater than
among residents elsewhere in each of the 3 decades we observed.”

Gambling, according to the July 20, 2011, Daily Finance arti-
cle:When it comes to severity, Americans’ gambling addiction is not
too far behind the Nation’s drug problem. And it is growing. It says
in 2007 Americans lost more than $92 billion gambling, about 9
times what they lost in 1982, and almost 10 times more than what
movie goers in the U.S. Spent on tickets that year.

Bell University Professor Earl Grinols estimated that “addicted
gambling cost the U.S. Between $32 billion and $58 billion a year.

I have long been concerned about the predatory nature of it and
I strongly support the recommendations of the National Gambling
Commission, including the 2006 Internet gambling ban.
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This law was important because it dramatically limited conven-
ience, I use the word “convenience”, gambling in the U.S. The im-
portant distinction between destination gambling and convenience
gambling is that by its very nature destination gambling is enter-
tainment and is generally limited to vacations for most Americans.
This limits the opportunity for addiction to develop and reduces the
risk of regular gambling. However, online gambling is the ultimate,
it is the ultimate in convenience gambling. Internet gambling is the
crack cocaine of gambling, according to the CEO of Promises Treat-
ment Center, the crack cocaine of gambling. It is like having a ca-
sino at your fingertips 24 hours a day, 365 days a year. People can
gamble in their bathrobes, in their family rooms, at work or in col-
lege dorms.

And with the explosive growth of smart phones, tablets, mobile
broadband, the potential availability of Internet poker has grown
exponentially in the last 5 years since it was outlawed. People will
be able to gamble whenever and wherever they want. In addition,
pathological gamblers will become easily addicted to online gam-
bling because of the Internet’s easy access and instant results. It
will result, it will result in an epidemic. We will read stories about
this if this bill passes. It will be a constant theme.

According to CitizenLink, should the current law be overturned,
“The estimated cost of Internet problem and pathological gambling
addictions among adults each year in the U.S. will be 18 billion.
It would be a total cost $7 billion for those under age 16.

Gambling leads to increases also in public corruption. Has this
Congress forgotten the Abramoff scandal? Gambling was involved
in the Abramoff scandal. Has the Congress learned anything from
it or is it just like the Simon & Garfunkel song, man hears what
he wants to hear and disregards the rest?

I have more, Madam Chairman, but in respect to the committee
I see my stop sign has come in. I think the passage of this will in-
crease addiction gambling and I think it will increase suicide and
I think the Congress will rue the day if it ever passes.

I yield back.

[The prepared statement of Mr. Wolf follows:]
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The Hon. Frank R. Wolf
Consequences of Undermining the Internet Gambling Ban
Subcommittee on Commerce, Manufacturing, and Trade
Energy and Commerce Committee
November 18, 2011

I would like to thank the chair, Mrs. Bono Mack, for the
opportunity to testify this morning. I appreciate her willingness
to let me discuss the dangers of legalizing Internet gambling,
including poker, and the difference between destination

gambling and convenience gambling.

I know that many members of this committee are aware of
my strong concerns about the spread of gambling in our society.
I could spend all day cataloging story after story of ruined

families, bankruptcies, suicides and official corruption.
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Gambling is a dangerous activity and study after study has
shown that for many in our society, there is no question that it is

strongly addictive.

Following the enactment of the hard-fought ban on Internet
gambling in 2006, 1 never thought I would see that day that a
Republican House would even consider weakening this law. For
a party that champions families and traditional values, I assure

you that Internet gambling is contrary to family values.

The legalization of Internet poker will enable the spread of
gambling to every computer, iPad, iPhone, Blackberry, Android

and Windows phone in the country.
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It will send a signal to Americans that gambling is
permissible and encouraged. And it will be a windfall to the
most powerful gambling interests in this country at the expense

of American families and taxpayers.

There is no question that the social and economic effects of
gambling fall disproportionately on three groups; the poor, the
elderly and the young. Notably, these are the same groups of

Americans that have been hit hardest by the recent recession.

Although some have disingenuously championed this
legislation as a potential budget windfall, I assure you that what
tax revenue it generates will overwhelmingly come out of the

pockets of the most vulnerable populations.
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Gambling is no budget panacea — what little tax revenue it
would generate, taxpayers would pay out far more in the
criminal justice system, gambling treatment programs, and
social services. In fact, according to a July 2010 New York
Times article, the social costs of gambling outweigh the revenue

by a factor of 3to 1.

Reports done in both the 1990s and the 2000s have shown
that increases in legalized gambling have led to a significant

increase in suicide rates.

A 2008 report by a sociologist at Temple University found
that, “the odds of suicide among Las Vegas residents was at
least 50% greater than among residents elsewhere in each of the
three decades we observed.” There’s no question that this is due

to the regular access to gambling.
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According to a July 2011 Daily Finance article, “When it
comes to severity, America’s gambling addiction isn’t too far
behind the nation’s drug problem, and it’s growing. In 2007,
Americans lost more than $92 billion gambling, about nine
times what they lost in 1982, and almost 10 times more than

what moviegoers in the U.S. spent on tickets that same year.”

Baylor University professor Earl Grinols estimates that
“addicted gambling cost the U.S. between $32.4 billion and

$53.8 billion a year.”

I have long been concerned about the predatory nature of
gambling and the corruption that is often associated with it and
was the author of the legislation that created the National
Gambling Impact Commission. [ strongly supported its

recommendations, including the 2006 Internet gambling ban.
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This law was important because it dramatically limited
convenience gambling in the U.S. The important distinction
between destination gambling and convenience gambling is that,
by its very nature, destination gambling is entertainment and is
generally limited to vacations for most Americans. This limits
the opportunity for addiction to develop and reduces the risk of

regular gambling.

However, online gambling is the ultimate in convenience
gambling. Internet gambling is “the crack cocaine of
gambling,” according to the CEO of Promises Treatment

Centers.

With the explosive growth of smartphones, tablets and
mobile broadband, the potential availability of Internet poker

has grown exponentially just in the 5 years since it was outlawed

in 2006.
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It would be like having a casino at your fingertips 24 hours
a day, 365 days a year. People would be able to gamble in their
bathrobes, in their family rooms, at work or in college dorm
rooms. People will be able to gamble whenever and wherever

they want.

In addition, pathological gamblers will become easily
addicted to online gambling because of the Internet's easy
access, anonymity and instant results. This legislation will only

fuel the epidemic of gambling addiction.

According to CitizenLink, should the current law be
overturned, “the estimated costs of Internet problem and
pathological gambling addictions among adults each year in the

U.S. would be $18 billion. It would total $7 billion for those

under age 18.”
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Finally, Internet gambling can provide a nearly
undetectable harbor for criminal enterprises. The anonymity

makes online gambling more susceptible to crime.

Gambling also leads to increases in public corruption.

Remember, the Abramoff scandal all started with gambling.

The current law is working — and saving lives. According
to the Annenberg Public Policy Center, within one year of the
Internet gambling ban’s enactment, “Card playing for money
among college-age youth (18 to 22) has declined... Weekly use
of the Internet for gambling also declined among this age group.

Both declines are statistically significant.”
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I urge this committee to oppose any legislation that would
weaken current law and expand online gambling, including
poker. Should such a bill be reported out of this committee or,
worse yet, be passed by the House, it would be a sad

commentary.

Thank you.
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Mrs. BoNO MACK. Thank the gentleman. The chair is pleased to
recognized my colleague from California, Mr. Campbell, for 5 min-
utes. Welcome.

STATEMENT OF THE HONORABLE JOHN CAMPBELL, A REP-
RESENTATIVE IN CONGRESS FROM THE STATE OF CALI-
FORNIA

Mr. CAMPBELL. Thank you, Madam Chairwoman, Mr.
Butterfield, members. I appreciate the invitation to be here. It is
kind of funny that I am here because I actually don’t gamble. Not
because I think there is any evil about it, I just don’t find any fas-
cination with it. I don’t even know the rules of poker, what is bet-
ter than what, which means Mr. Barton wants to play with me all
the time and thus far I have resisted those invitations.

But you know, we are not here to talk about what we personally
want to do, we are always here to do what Americans want to do.
The fact is that millions and millions, hundreds of millions of
Americans enjoy gambling and they want to do it and they are
doing it. And in 2006, as was mentioned, we passed UIGEA and
basically banned or tried to ban Internet gambling. Since that bill
was passed, and Mr. Wolf mentioned this in his comments, he said
the availability of Internet poker and other things have exploded.
More than the availability has exploded, the actual amount of
Internet gambling has exploded. I think Mr. Butterfield mentioned
15 million people. There are millions and millions, tens of millions
of Americans gambling online now after we passed a bill sup-
posedly banning it. And what they are doing is they are using ille-
gal offshore sites. When they do that, there is a lot of talk about
revenue, not only do we obviously not get any revenue, but these
people are unprotected. There is no regulation, there is no over-
sight. They don’t know if they are going to get the money they are
betting, they don’t know if the game is fair, they don’t know all
kinds of things. But they are doing it and they will continue to do
it because they want—it is an activity they want to do and they
can access it online regardless of what we do or don’t do here. And
so we actually by banning it have expanded what is going on.

Now Mr. Wolf talks about problem gambling and I get that. In
fact I am a cosponsor of his bill relative to problem gambling.
There is problem gambling and there will be problem gambling
whether we make Internet gambling legal or illegal. But we can
deal with it much better if it is legal, if it is regulated, if it is un-
derstood, and if we know whose doing it, then in the current situa-
tion where people are going off on these totally unregulated sites—
I mean there is been a lot of talk about this Full Tilt Poker and
the recent Department of Justice invasion there. To me that is the
reason we ought to be legalizing this, because millions of Ameri-
cans were on that site and they were not being treated fairly. And
we can make sure that they are going to be treated fairly.

Now when Mr. Wolf comments that we shouldn’t allow this be-
cause there is problem gambling, you can look at drinking and
many Americans don’t drink, most drink responsibly, some have a
problem. We tried making that illegal. We tried prohibiting it. It
didn’t work. We forced a lot of honest Americans, because they
were going to do it anyway, into a dishonest and illegal practice.
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And so prohibition was ended. We essentially have that kind of
prohibition now. And we will have a better handle on the situation
if we legalize it and regulate it than if we leave the current situa-
tion as it is.

And T understand the protections we can have online. You can
have better protections than you do with brick and mortar gam-
bling. If someone is a problem gambler you can put them on a list
and you can have the Web site, the name, the credit card, various
things on a list so that your regulated gambling sites have to not
allow those people on their sites. We can verify age. There is tech-
nology now where we can verify the location, so those States, as the
chairwoman mentioned, who wish to not have gambling in their
States can not have gambling from their residents because the reg-
ulated sites can stop that from happening.

And they can be audited. In the bill that Mr. Frank and I have
proposed the servers are required to be in the United States spe-
cifically so they can be audited, so that we know that the games
are fair, that the amounts that gamblers are promised are being
paid out, et cetera.

In conclusion, I want to give you four reasons I think whether
it is the bill Mr. Frank and I have, the bill Mr. Barton has or some-
thing we have in between, that this committee should pass. First
of all freedom. This is really about allowing adult Americans to do
a practice that they have done for eons and want to do and will
do.

The second is protection. They are going to do it, they ought to
be able to do it in a protected and fair manner where they know
what they are getting into and they understand the risks and re-
wards.

The other thing is jobs. We are talking about jobs around here.
Right now all these things are off site. If we do this where the serv-
ers and everything has to be in the United States, which we can
do in our bill and under WTO regulations, then we are actually
going to create jobs in the United States.

And then the final reason is the one everyone mentions is rev-
enue. I don’t think it is the top reason, but it is one. There is no
question that if you do this you can’t tax it. Gambling in every ju-
risdiction it is, is taxed and that will bring in revenue to the Fed-
eral Government.

And with that, I appreciate being here and thank you, Madam
Chairwoman.

[The prepared statement of Mr. Campbell follows:]
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Testimony of The Honorable John B. T. Campbell, I1I
Before the House Energy and Commerce Committee
Subcommittee on Commerce, Manufacturing, and Trade

Topic: “Internet Gaming: Regulating in an Online World”
November 18, 2011

Madam Chairman and Members of the Subcommittee, my name is John Campbell and I am
privileged to represent the people of California’s 48" District here in Congress and before this
committee today. | would also like to thank you for the opportunity to testify today on an issue

that has long deserved consideration by Congress.

In 2006, we were challenged as a society to figure out how we should proceed with the
confluence of a budding internet gambling industry and advancing internet technology. Millions
of Americans had already begun using the Internet as a medium for play and dozens of firms,
both domestic and foreign, were operating within our borders. We thought that by punishing
those who took play, through the Unlawful Internet Gambling Enforcement Act (UIGEA), we
would put an-end to bad practices and the victimization of Americans who were wagering online.
In the end, enforcement was difficult and inconsistent and number of Americans wagering online
grew exponentially. As an example, Full Tilt Poker, who until just months ago was taking play
from Americans, was indicted by a federal grand jury and charged with fraud and money
laundering, among other things. In the wake of this and other incidents like it, what we need

now is not an outright ban, but rather a safe, effective, and workable framework.
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Let me be abundantly clear — I am not a gambler. I do not play poker, slot machines, cards,
lotteries, or any other similar games. But millions of Americans do gamble, either in casinos,
with state lotteries, or in the privacy of their own homes among family and friends. They do so
for a variety of reasons, recreation and camaraderie among them. It is because I believe in a
society that allows these Americans free choice to gamble online, and one that holds in high

regard choice and personal responsibility, that I am advocating for us to revisit this issue today.

1, along with my friend and colleague, Mr. Barney Frank, have introduced H.R. 1174, the
Internet Gambling Regulation, Consumer Protection, and Enforcement Act, which would better
protect consumers without restricting their freedom. Our legislation would create a framework
where Internet gaming operators can apply for licenses from the Treasury Department and
federally approved state commissions, while agreeing to be strongly regulated by agencies in the
United States. Under our bill, any suitable person seeking to operate an Internet gambling
facility may submit to a background investigation and apply for a license. It is my belief that

having an open market fosters competition, promotes fairness, and is in best interest of players.

Opponents of internet gambling legalization will claim that the activity isn’t safe and will open
the floodgates to allow Internet gaming operators to prey on young people and problem
gamblers. ronically, what they are describing is the “Wild West” of Internet gambling that is
taking place today. Americans are placing wagers with companies located offshore and with

facilities and systems that are unaudited and untested. They cannot be assured that the games are

fair, that their funds are not being embezzled, and that the people operating the facilities are of

fe]
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sound moral character. If anything, Internet gambling is less safe today because of the UIGEA

ban, not in spite of it.

Bringing transparency, regulation, and order to this system is entirely possible. Advancements in
technology have enabled other jurisdictions to verify that gamblers are of appropriate age, “geo-
locate™ users to ensure they are within the jurisdiction, audit the fairness of games, catch cheaters
and scam artists, and ensure that user funds are segregated out from operating funds. This
technology is live and there are firms capable of inspecting and auditing these institutions
operating in the market today. In fact, the ability of the Department of Justice to crack down on
internet gambling activities on “Black Friday” speaks to the availability, accuracy, and

usefulness of these tools.

On the issue of problem gambling, I recognize that there are Americans who are not suited for
any kind of gambling, including that which is conducted over the Internet. Unfortunately, there
are Americans who are addicted to a whole host of products, including alcohol and tobacco.
However, we, as policymakers, have chosen to trust people to consume these products
responsibly and at their own risk, while providing mechanisms to mitigate the social costs
incurred. To that end, I am also a cosponsor of H.R. 2334, the Comprehensive Problem
Gambling Act of 2011. The bill, authored by my colleague, Mr. Frank Wolf, would allow
agencies of the government to research, prevent, and address problem gambling. Furthermore, it
is my expectation that part of the government’s revenue streams from any resulting taxation of

internet gambling be used for these purposes.
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Passing legislation like ours would foster the development and growth of a new American
industry, which would bring along with it thousands of jobs and billions of dolfars of economic
activity, the revenues of which could be taxed to assist our ailing federal budget. 1 would urge
my colleagues in Congress to thoughtfully consider proposals to legalize, regulate, and tax
internet gambling, and 1 fook forward to working with each of you as this process moves

forward.

Thank you for your time and I look forward to answering any questions you may have.
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Mrs. BoNO MAcCK. I thank all of our colleagues for your testi-
mony this morning, and I will turn to the panel if any members
have any questions for our panel. Mr. Barton, you are recognized
for 5 minutes.

Mr. BARTON. Thank you. I will try to be brief.

Mr. Wolf, in your comments you repeatedly said gambling, you
never once said poker. I mean you do recognize that poker is a
game of skill I presume.

Mr. WoLr. If the gentleman would, I also want to say that in the
testimony which I didn’t finish, it said according to the Annenberg
Public Policy Center within 1 year of the Internet gaming ban en-
actment card playing for money among college age youth 18 to 22
has declined; weekly use of the Internet for gambling also has de-
clined among this age group. Both declines are statistically signifi-
cant.

And it will not stop with this. If this bill passes, in 5 to 10 years
you will now have come in fourth as many States

Mr. BARTON. My question is do you understand——

Mr. WoLF. I think it will lead to other broader aspects and I
think there will be problems with regard to corruption. And I think
there will be a lot of problems.

Mr. BARTON. But that is not the answer to my question. You and
I play poker. I don’t know how good a poker player you are, but
over time whichever one of us is the best——

Mr. WoLF. Actually I don’t, but I don’t think—let me just take
the question. I am not here to tell you that poker is wrong. That
is not my ability. What I am here to say is if you put this on Inter-
net gambling in college dorms and people will literally in a few
short minutes will be bankrupt and broken. And I believe, and I
remember the case of the young kid from Lehigh University up in
Allentown that committed suicide. It is not my role to say poker
is not right or wrong. And God bless you, Joe, I think you are a
fine Congressman. And so I am not in the position to be the judge.
I think that Internet gambling will bring about suicide and prob-
lems, and so I hope you win the next time you play poker and I
hope you can bring this guy in to play with you.

Mr. BARTON. Mr. Frank.

Mr. FRANK. Let me tell you first, I am not going to praise you
because I agree with you. Around here you only praise people when
you disagree with them. So there are no negative inferences. I just
don’t have to say how wonderful you are before I say you are
wrong. But I would just make the point

Mr. BARTON. You and I agree that each of us disagree about 98
percent of the time.

Mr. FRANK. On this issue, though, and obviously poker is dif-
ferent than other forms of gambling and it is much more skill and
much less luck. But I would say I just want to emphasize what Mr.
Wolf is saying. I had thought there was a consensus in this Con-
gress, particularly strongly held by my Republican colleagues:
Hands off the Internet, don’t interfere with the Internet. The
premise of this, as Mr. Wolf makes clear, is that there are activities
that may be OK elsewhere in this society, but we should particu-
larly ban them from the Internet, and he talks about convenience
gambling. Well, I am not around here to make life inconvenient for
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the people I represent, but that I want to make clear is the nub
of this. Do we single out the Internet for specific prohibitions and
restrictions? As I said, I thought that went contrary. By the way
if you are going to do that for gambling, my guess is there are
other things that people would say, well, it may be OK in general
but don’t we don’t want them to be too convenient. And that is the
major precedent that is set here. You set the precedent of putting
specific and harsh restrictions on the Internet more than anywhere
else in the society.

Mr. BARTON. Well, I am going to yield back, Madam Chair-
woman, because I know we want to get to the second panel. But
to the extent we have studies on problem gamblers and addictive
gambling, it is somewhere between 1/2 of a percent and maybe as
high as 2 percent. So it is an issue. Congressman Wolf is totally
right to make it an issue, but it is not an overwhelming issue that
cannot be dealt with, in my opinion. And this at least my bill is
simply on Internet poker, it is not slot machines and roulette and
scratch lotteries and all that. It is just Internet poker.

I yield back.

Mrs. BoNO MACK. I thank the gentleman. The chair now recog-
nizes Mr. Butterfield for 5 minutes.

Mr. BUTTERFIELD. Thank you very much, Madam Chairman. And
again let me thank the three witnesses for their testimonies. I am
going to start on my left. Mr. Frank is always on my left and so
I am going to start with you and maybe end with you. But Mr.
Frank. The bill that is proposed by our friend from Texas, Mr. Bar-
ton, would legalize only one form of Internet gambling and that is
poker, and he painfully explains that every time that he speaks.
His bill speaks to one, one form and that is poker.

The bill introduced by you and Congressman Campbell allows
Internet sites that are licensed to accept bets and wagers without
limiting it to poker. Only bets or wagers on sports events would be
prohibited under your bill. The scope of gambling activities author-
ized under your bill is obviously much broader. Can you please dis-
cuss with us the broader scope of your bill and why you think al-
lowing bets and wagers on activities other than poker is the pre-
ferred approach?

Mr. FRANK. Thank you. That is a very important question. First,
let me say I agree with Mr. Barton and others. And I don’t gamble
myself and I don’t play poker myself, but I am for letting other peo-
ple do a lot of things I don’t do. The fact is that I don’t think we
should ban either poker or anything else that is voluntary, doesn’t
hurt anybody else, including gambling.

Now, it does have a prohibition on sports betting. Frankly that
was a practical fact. I was pushing this bill in the committee I
chaired. We couldn’t get it through over the objections of mostly the
National Football League. I will report to you that the National
Football League believes that if we were to allow Internet gambling
people might start betting on football games. You might find that
a shocking possibility, but I will tell you that that is the position
of NFL. Let us not get into the position where people might start
betting on football games. At any rate, I accepted that reality.

But beyond that, yes, our bill, Mr. Campbell’s and mine, does
say, as Mr. Campbell said, adults should be allowed to do on the
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Internet what they prefer to do and I don’t see any reason for ban-
ning gambling. There is a narrower issue on poker. I will say I am
for as much freedom as I can get for people as long as they are not
hurting others. If all we could get is poker, I would be for it. I am
for the broader issue. I don’t think we should be restricting people’s
freedom to do other things.

Mr. BUTTERFIELD. Thank you. Also, Mr. Frank, let’s talk about
oversight. The bill proposed by you and Mr. Campbell puts the re-
sponsibility for regulation on the Department of the Treasury.
Under Mr. Barton’s proposal it is the Department of Commerce
that is tasked with this responsibility. Will you speak to that,
please? Which is the preferred agency for oversight?

Mr. FRANK. Let me be very honest. The chairman of the Com-
mittee on Financial Services, which has jurisdiction over the Treas-
ury Department, hates this bill and won’t let it come up. The De-
partment of Commerce is under the jurisdiction of this committee.
And frankly I don’t think it makes a great deal of moral or prac-
tical difference which agency does it. The reason, by the way, we
originally talked about Treasury, is the concern here was that
Internet gambling, like other Internet activities, could be a front
for money laundering, for terrorism. I should note, by the way, as
to that fear that it could be a front for international illegal activi-
ties, terrorism, et cetera. The chairman of the Homeland Security
Committee, the gentleman from New York, Mr. King, is a strong
s}111pporter of our bill. So he believes that we have in fact solved
that.

But the reason for doing Commerce rather than Treasury frankly
is committee jurisdiction. I think it can be done as well in one place
as another. I did it with Treasury because we did have this situa-
tion where there was a concern about money laundering, and that
is under Treasury. Later on when it goes to the floor, committee
jurisdiction is not binding, an amendment could be made in order
if people thought it made more sense with Treasury. But it is in
Commerce to get it before this very distinguished panel. Mr. Paul
says this is the best committee that ever existed and I just was
glad to have a chance to come here.

Mr. BUTTERFIELD. Thank you, Mr. Frank. This is my third ques-
tion. A key concern for many online gamblers is that they be treat-
ed fairly and that operators minimize the risk that they will be de-
frauded by other players. After reviewing the testimony of another
gentleman, it appears that the American Gaming Association is
confident that the technology exists to prevent automated programs
or poker bots from being used against unsuspected human players.
It also seems judging from last month’s testimony that site opera-
tors are similarly confident that their software can determine when
collusion or fraud is taking place.

The Campbell-Frank bill indicates several requirements to en-
sure the integrity and fairness of the Internet gambling.

You have 20 seconds to respond.

Mr. FRANK. Well, first, I would say that we were so careful to
put this kind of regulatory oversight in that I lost Mr. Paul’s vote
in committee because he as a libertarian thought we were getting
too pushy with regulation, or he voted present. But secondly, yes,
we do think, as Mr. Campbell said, a lot of this is going to go on,
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we do know when you try to prohibit adults from doing what they
want to do you to some extent just push it into illegal channels,
et cetera. Prohibition of an entirely voluntarily activity rarely
works in a free society, certainly with something as expansive and
accessible as the Internet. We believe you will get much better con-
sumer protection, you never get perfect, if it is lawful and therefore
regulated than if it is totally unlawful.

I will say a lot fewer people die from bad booze today than died
from bad booze in the twenties when we had prohibition. That
doesn’t mean there was never a problem, it does mean that legal-
ization is the prerequisite for effective consumer protection regula-
tion.

Mr. BUTTERFIELD. Thank you.

Mrs. BoONO MACK. Are there members seeking time? With that,
we thank our panel very much for being here today, and the sub-
committee will take a very brief recess while we seat the second
panel, and thank you to our colleagues for their testimony.

[Recess.]

So with that, we will resume the hearing. It was very, very brief.
We welcome our second panel. Each of our witnesses has prepared
their opening statement and it will be placed into the record. Each
will have 5 minutes to summarize that statement in your remarks
and we do try to stay as close to the 5-minute mark as humanly
possible.

Joining us on our second panel are Mark Lipparelli, Chairman
of Nevada Gaming Control Board; Charles McIntyre, Executive Di-
rector, New Hampshire Lottery Commission; Frank Fahrenkopf,
dJr., President and CEO of the American Gaming Association; and
Dr. Rachel Volberg, Senior Research Scientist at the University of
Chicago.

Good morning to each of you, and thank you again for coming.
You will be recognized for the 5 minutes. I think you can see the
timers there and when it hits yellow that means to start getting
close to wrapping it up. And please remember to turn your micro-
phone on and bring it close to your mouth so that the TV audience,
and C—SPAN or whoever might be viewing it eventually can actu-
ally hear you at home.

So with that, Mr. Lipparelli, we are pleased to recognize you for
5 minutes.

STATEMENTS OF MARK LIPPARELLI, CHAIRMAN, NEVADA
GAMING CONTROL BOARD; CHARLES MCINTYRE, EXECU-
TIVE DIRECTOR, NEW HAMPSHIRE LOTTERY COMMISSION;
FRANK J. FAHRENKOPF, JR, PRESIDENT AND CHIEF EXECU-
TIVE OFFICER, AMERICAN GAMING ASSOCIATION; AND DR.
RACHEL A. VOLBERG, SENIOR RESEARCH SCIENTIST, NORC
AT THE UNIVERSITY OF CHICAGO

STATEMENT OF MARK LIPPARELLI

Mr. LiPPARELLI. Thank you, Madam Chair, members of the com-
mittee. My name is Mark Lipparelli. I am Chairman of the State
Gaming Control Board in Nevada, and I appreciate the opportunity
to come and comment on what has become a very important topic
in our State as well as the gaming industry in general.
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My perspective is one from a regulator. I have been on the Gam-
ing Control Board for 3 years now, appointed 3 years ago by our
governor, and no sooner did I get appointed that the topic of Inter-
net gaming became of high importance, given the interest in our
industry and the potential for partnerships of our licensees in for-
eign markets.

It has been my experience in the last 3 years, traveling to many
of the relevant jurisdictions that are known for Internet gaming,
that there is a substantial amount of gaming going on in the
United States today. As much as we would like to think that the
laws that are passed today prevent such activity from occurring,
the U.S. is seen as a robust marketplace for these Internet opera-
tors. And ironically from our experience as regulators, when we put
our licensees through rigorous standards, rigorous audits, many of
the operators in these foreign markets don’t have the same kinds
of obligations, nor do they have the same kinds of voluntary com-
pliance that is at the bedrock of our activities as regulators.

In the State of Nevada in my comments I pointed out that almost
$140 billion a year is put at risk in Nevada casinos that results in
$10 billion in revenue. And over a span of time, over 30, 40, 50
years, we have enjoyed great success and increasing sophistication
in the way we approach gaming regulation. I have found in my
travels overseas that many of the fundamental kinds of regulations
that we have in place don’t exist in these foreign markets. Robust
audits, suitability investigations of primary owners, and the protec-
tion of people from problem gaming, compulsive gaming, don’t exist
in the robust forms we have them today.

The challenge for our operators as they try to consider how to
enter these markets is to compare how they will approach these
marketplaces with that as part of their corporate culture, that as
part of what they have developed with their patronage and bring
those kinds of talents to the marketplace.

I just returned from a meeting with the International Olympic
Committee just 2 days ago where the subject of Internet gaming
was part of our conversations. The concern of the International
Olympic Committee and many other sports leagues around the
country, or around the world relates to how can they get a better
handle on these Internet sites that are illegal. They are impressed
by the controls that we have in place in regulated markets. And
they were asking us as regulators how to impose those same kinds
of standards on the sports leagues. So it is ironic that that meeting
just occurred 2 days ago.

I think there was a comment made about Nevada’s efforts to le-
galize Internet gaming within the State of Nevada, and it is true
we have begun that process. We began through legislation 10 years
ago legalizing Intranet gaming but there had never been an impe-
tus to drive regulatory efforts to actually bring that about. Approxi-
mately a year ago, 2 years ago, our legislature actually passed a
mandate that we adopt regulations. I am confident that the work
we have put in to establishing regulatory reform, internal controls
and technical standards that we have as part of our regular busi-
nesses in Nevada will be the basis for sound regulatory control of
Internet gaming in the future.
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A lot of questions have been raised about whether the areas of
concern around Internet gaming can be effectively controlled. In my
travels one of the things become noticeably interesting to me is
that Internet gaming provides detailed information about gambling
activity at the transaction level. When you get down to that level
the ability for regulators to impose standards and requirements on
operators is very robust. You can identify customers, you can iden-
tify play patterns, you can identify the people who are accessing
the Internet from what device they are accessing the Internet. In
the brick and mortar businesses that is very difficult. Gaming is
a voluntary activity, it is often an anonymous activity, and we have
substantial controls in place to look in large measure at what goes
on in a casino environment.

In an Internet world it is down at the transaction level. Accounts
are established, internal controls have been developed among Inter-
net operators today to identify where someone is playing, from
what machine or device they are playing. They can establish the
play patterns of an individual from time of day to amount wagered.
There is an ability to set up individually self-regulated controls
over how much money can be wagered in a week, how much money
can be lost in a day, how much money can be lost over a period
of time. Those kinds of tools do not exist generally in the brick and
mortar businesses.

My observations are with the combination of regulatory control,
compliance programs, and sound regulation that these kinds of
things can be done very successfully.

[The prepared statement of Mr. Lipparelli follows:]
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WRITTEN REMARKS OF MARK LIPPARELLI

CHAIRMAN, STATE GAMING CONTROL BOARD, STATE OF NEVADA

BEFORE THE HOUSE SUBCOMMITEE ON COMMERCE, MANUFACTURING, AND TRADE

FRIDAY, NOVEMBER 18, 2011

Good morning and thank you for the invitation to provide testimony to the committee.

PERSONAL BACKGROUND

My-name is Mark Lipparelli. | am the Chairman of the State Gaming Contro! Board in Nevada.

As you may know, Nevada is the international home of gaming entertainment in the world.

| began a professional career in 1993 managing companies whose sole focus was the design,
manufacture, and sale of technology based products for the casino gaming industry around the
globe. The technology includes entertainment based products, such as slot machines {which
many people associate with the traditional gaming experience}, but also table games and a host
of systems based products geared towards making casino operations more effective, more

efficient, and more secure.

In the over 18 years in the industry and the last 3 years as a member of our Board, | have
personally observed a material progression in the depth and breadth of gaming technology as
well as the talent and expertise that has been drawn to the industry. Early in my career, many

analysts pondered cautiously how far gaming might grow beyond just Nevada and Atlantic City.

M. Lipparelli Page 1 of 10
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Few would have been bold enough to predict gaming’s uncommon expansion now found in
various forms in 48 of the 50 states with a recent opening in Queens and casino openings in
Ohio next year. Gaming today is a mainstream entertainment industry across the United
States, from California to Maine, and from Washington State to the Guif Coast. Indeed, gaming
is now a mainstream form of entertainment around the entire globe, and increasingly in

cyberspace.

Three years ago | was asked by then Governor Gibbons to serve on the three member Gaming
Control Board and | was appointed Chairman of our agency in January of this year by Governor
Sandoval. The Gaming Control Board has over 50 years of proud history and its over 400
employees are responsible for the regulatory oversight of all casino gaming activities in Nevada.
Areas of focus range from law enforcement activities, suitability investigations, intensive audits,
the collection of taxes, employee backgrounds and registration, and, among others, the review
and certification of technology exposed to the millions of customers who consume gaming in
our state. My industry experience has been of great value to me in my current role but is also
balanced by our statutory public policy which expresses that gaming is critical to the well-being
of our state. Not only do we focus on criminal elements and ownership, but we also are

increasingly concerned about the interplay of technology, innovation, and the public welfare.

GAMING REGULATORY SUCCESS

1 believe it is important to provide you some perspective about the success of gaming
regulation in Nevada as well as several other domestic and international jurisdictions. As you

likely know, our agency was borne out of a desire by state leaders over fifty years ago to

M. Lipparelli Page 2 of 10
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address the infiltration of undesirables into the ownership and management of casinos in
Nevada. This colorful history is well documented and intriguing, however, it does not lend
sufficient credit to the many professionals who have followed from those initial focused goals.
Over a long span of time, past staff and leadership in Nevada and our regulatory colleagues
around the country have recognized the dynamic positive internal changes in the industry while
lending support to it by substantially enhancing many areas of gaming regulation. These
enhancements include robust controls over casino accounting and auditing, surveillance of
gaming activities, methodologies of patron dispute resolution, world class investigative
techniques, and close scrutiny and certification of technologies ranging from slot machines,
electronic table games, card shuffling devices, and a wide range of integrated computer

monitoring systems.

The success of regulators can and should be measured by the fact that the regulated gaming
industry has been relatively free of controversy despite the industry’s substantial growth and
expansion. The same cannot be said of gaming markets who have not been subjected to
traditional gaming regulatory rigors. As further illustration, consider in Nevada alone the
amount of money wagered or “put at risk” over an average year. In our fiscal 2011, this
number exceeded $140 billion which translated to gaming revenues of approximately $10
billion. Think about the number of hands played, the number of slot handles pulled, the
number of dice rolled to equal such a number. Compare those consequential sums measured
in patron activity against what are a relatively few number of patron disputes or, worse,

scandal. The combination of well-developed regulation along with industry participants who

M, Lipparelli Page 3 of 10
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endorse strong controls has been a very successful mode!l and given patrons the sense they are

getting a fair game.

| would not represent that this success means we, as regulators, achieve perfection nor do our
licensees. Our regulation, at its core, relies heavily on strong voluntary compliance and
reporting by operators and imposes a range of discipline options when such compliance falls
short. As a privileged license holder, our licensees realize that a reputation of careless
compliance will draw undesired attention by our agents, caution letters from our leadership,
the potential for monetary fines and, in the worst case, revocation of their license. This
framework is established in regulatory bodies throughout the US and is important, in context.
Some of the questions you wrestle with around today’s topics and hard to solve only in law and
will, and should, in my view, be effectively managed through the process of regulation,

technical standards, compliance plans, and ultimately in disciplinary actions.

INTERNET GAMING {S HAPPENING

As the Committee considers the topic of how to approach internet poker it is critical to
acknowledge that even if no progress is made towards adoption of national legisiation,
unregulated gaming on the internet is, and will continue to take place in many forms {many not
up for Congressional consideration). The reality of internet gambling and the public policy
issues it raises appear to be something both the supporters and opponents of regulated
Internet gambling agree upon. In fact, | just returned to the US from Europe yesterday
following meetings with a working group of the International Olympic Committee where a

broad group of experts was queried about ways to combat illegal sports wagering on the
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internet and the threat such unlicensed entities pose for sports leagues around the giobe. The
same group cited, in its discussion, great cooperation and enhanced law enforcement
technigues among those markets where internet gaming is well-regulated. Quite
unfortunately, the existing dynamic in the US around internet poker continues to reward bad
actors who covet US patronage while exposing risk to the very same patrons who would benefit
from the protections provided by sound gaming regulation. The recent well-publicized
examples of unregulated internet operators failing to protect hundreds of millions of US
customer deposits can largely be attributed to an ahsence of the kind of regulations we
regularly enforce. As our foreign regulatory counterparts hecome more effective in their roles
as regulators (and they are) through enhanced regulation, enforcement actions and blocking of
access to our citizens, US patrons who engage in online poker are more and more likely to find
fewer and fewer reputable operators in our markets, further exacerbating the problem. These
rogue operators have a strong profit motivation and very little, if any, motivation to create

sound internal controls or enlightened policies around underage or problem gaming.

Complicating matters is the relative difficult nature of law enforcement actions, under current
law, associated with entities operating unlawful internet gaming sites. Traditional methods of
law enforcement such as breaking up a hidden brick and mortar back room casino are not as
simple when it comes to computer networks. Often we may be able to establish the existence
of an illegal gaming site but finding the wrongdoer or sponsors can be problematic. Unlike our
licensees, there is no motivation to be voluntarily compliant. In many cases, these sites do

violate federal law and many, unknowingly, violate specific state laws of exposing a gambling
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game without a license. However, the lack of clarity, in many minds, in the federal law leads to

speculation that operating an internet gaming site can be legal.

Furthermore, following years of investment in their regulatory compliance systems, licensed
gaming operators and manufacturers, who have remained relatively conservative in their
exposure to fast growing international internet markets find themselves at a distinct
unbalanced disadvantage. One highly reputable licensee lamented to me when considering
entering a market in Europe, in paraphrase, “ have played by the rules, incurred the burdens of
compliance, and supported my patrons only to observe the actions of unlicensed and untaxed

competitors erode my strategic position in a growing important segment of our business.”

NEVADA'’S EFFORT TO CRAFT REGULATION

The Committee is likely aware Nevada has recently undertaken formal steps to adopt specific
regulations, technical standards, and minimum internal control systems in response to state
legislation passed over ten years ago and amended in our most recent legislative session. This
important work is being fead by long tenured experts in our agency and has been enhanced by
legal, accounting and technical professionals who have developed decades of knowledge
practicing before our agency. It has further been bolstered by the generous assistance of my
regulatory colieagues in foreign markets who have, for nearly ten years, regulated internet
gaming. For over two years, | have been traveling to markets outside the United States to learn
and see firsthand how internet gaming is conducted, as well as the regulatory frameworks that

govern these operations.

M. Lipparelii Page 60of 10
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The regulations and technical standards we have created closely follow existing successful
mandates of our land based operators while giving special attention to the areas particular to
online poker. I am confident that our framework will be one of the more robust if not the most

robust regulatory frameworks for internet gaming in existence.

It is important to note that even if we adopt our reguiations and begin considering applications
for formal licensure, the State of Nevada will still need to overcome legal questions associated
with online poker in the absence of Congressional action. This is a requirement in our
regulations and will ultimately have to be ruled on by our final licensing authority, the Nevada

Gaming Commission.

I would like to strongly emphasize that Nevada’s progress on these matters, in no way,
minimizes or diminishes our position of support for the work you are doing today and the goal
of a well constructed national piece of legislation. 1, as Chairman, Governor Sandoval and many
other state leaders strongly believe that Congress should act to establish a framework for state
regulatory bodies to investigate and find suitable qualified applicants to conduct internet poker,
establish clear regulations and standards, as well as test and certify the technology supporting
internet poker. Itis our preference and, we believe, the best outcome. The complexity
associated with a mode! of legalization driven only at the state level will be, | believe, a missed
opportunity for Congress and will not achieve the base uniformity across markets which, again,
ironically will likely benefit illegal operators and handicap licensed operators. As a prime
example, European markets are struggling with this topic in real time. Several EU countries

who formerly allowed patrons to play cross market have established ring fenced regulated
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markets of their own. Very soon after such legalization, the same countries have realized the
underlying long term success of their respective markets will undoubtedly bring them squarely
back to the question of cross market play and how to do that effectively while giving respect to
individual country objectives. Without action by Congress, we likely will find ourselves in the

same quandary.
CAN PRIMARY CONCERNS BE EFFECTIVELY MANAGED

Several questions have been raised about the ability of industry and regulators to effectively
deal with the policy questions posed by internet poker including underage gaming, problem

gaming, money laundering and collusion. My answer to that question is an unconditional yes.

It is abundantly plear to me that internet gaming operations have matured meaningfully in the
past ten years. Itis also very clear to me the underlying systems associated with internet
gaming is, in nearly every case, more advanced than the types of systems {as much as they have
improved) we find in our land based casinos. While land based gaming entertainment around
the country can be a relatively anonymous activity, each and every patron of an internet poker
site must play via from a registered account and their actions down to key strokes and mouse
clicks are logged and retained. From a money launderer’s perspective, this is not an attractive
fact. Moreover, as licensed internet operators mature {along with their fledgling regulator
counterparts), enhanced analytical tools to identify and combat issues associated with
underage gaming as well as problem gaming have been developed and more will come in the
very near future. In the area of problem gaming, online systems allow for various elements of

self restriction {such as loss limits, access time, and self exclusion) and analytical tools are in use
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to identify material changes in play levels which can be elevated to customer service

representatives for analysis.

Interestingly, the gaming industry is having real impact on underlying technology trends and
movement online is adding to the momentum. Years ago this would not have been so likely as
moving as many people online at relatively low cost were driving internet participation. With
that success in the rear view mirror, the challenges of associated with identification of account
users is becoming more relevant to other industries who are in as much need to ensure they
know their customer and can provide adequate levels of security. These higher demands, while

not historically as relevant to wider industry, have been commonplace in gaming for years.

Interestingly, while a great deal of focus on these challenges is warranted by all of us in this
analysis phase, the actual operations | have observed would indicate to me they are quite

comfortable and welcome the emphasis.

Additionally, while not true across the board, many enlightened internet licensees, who
operate in highly competitive markets, have developed well-constructed policy statements and
training programs similar to land based aperators who realize their corporate reputations are
on the line with their customers. Further, many licensees who | have met have developed

robust risk management functions out of their own corporate self interest.

CONCLUSION

In conclusion, | commend the work you have started and taking on this debate. It is important.

Additional analysis is needed to determine the best way forward in this growing element of the
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gaming industry, but | would stress that the current backdrop provides cover to those who seek
undue gain at the expense of those who invest heavily in adherence of our regulatory

mandates, the communities where the operate, and the patrons who are exposed.

| offer my continued assistance to you as you progress beyond today’s hearing and happy to

answer any questions.
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Mrs. BoNO MACK. Thank you very much. Mr. McIntyre, you are
recognized for 5 minutes.

STATEMENT OF CHARLES MCINTYRE

Mr. MCINTYRE. Good morning, Madam Chair. Good morning,
Ranking Member Butterfield. If it please the subcommittee, I am
Charlie McIntyre and I have the honor and privilege of being the
Executive Director of the New Hampshire Lottery.

Let me boast for a second about the State I call home. New
Hampshire is a state of firsts, the first presidential primary, and
they hold that first in the Nation status religiously, fervently. To
suggest that they are proud of it is an understatement.

In my area it is the first modern lottery in the U.S. the State
representative from Keene, New Hampshire, after 5 tries and 10
years of efforts, passed a law in 1963 signed by Governor King to
have the first lottery in the U.S., first modern lottery in the U.S.

Governor John King bought the first ticket which I brought with
me, show and tell. This is the first lottery ticket in the U.S. that
was purchased. Governor King bought it. Unfortunately he did not
win. The director that sold it to him was named Ed Powers, a re-
tired FBI agent. And he started what is a long tradition in the lot-
tery world to have law enforcement, current or retired, serve as lot-
tery directors, which I myself am a proud member of law enforce-
ment. I served as senior state prosecutor of the State of Massachu-
setts with organized crime as my focus under District Attorneys
William Delahunt and Willaim Keating, both having been, one, a
former Member of this body and the second being a current Mem-
ber of this august body.

Since 1964, when the lottery became enacted, New Hampshire
has realized $1.5 billion in education funding, as Congressman
Bass correctly out. And 100 percent of our profits go to education,
100 percent of our profits go to education.

When we needed to add liquidity to games, we joined with Maine
and Vermont and created the first multi-state game in 1985, 26
years ago, and that game still exists today and we still run it
today. New Hampshire now finds itself engaged in a casino debate
in the right place, and it is now the twelfth year of the sixth legis-
lative session in which that debate is being engaged. And whether
it passes or it fails, it is being waged in the correct place, in the
statehouse of New Hampshire; similarly, the question whether to
expand gambling offerings on the Internet and via mobile devices
should be decided by each individual State.

This belief and ideal has long roots within the confines of codified
law regarding gambling. But its roots are even more basic than
that. A State should maintain its right to determine its level of tol-
erance for the expansion of gambling within its own borders, being
the moving party for that expansion.

As the history of New Hampshire points out, it took 10 years to
become a lottery. Maybe the answer is no for a while until it is yes.
But it should be posed to those whose lives it most directly affects,
citizens of that State and those elected directly, which New Hamp-
shire is quite large, being 40 members in the House of Representa-
tives in New Hampshire.
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Internet access is global. New Hampshire has the second highest
penetration in the U.S. So each State, given that, should decide its
own time and pace, its tolerance for that expansion. And as for the
question of whether it is yes or no for the State of New Hampshire,
then the operational questions can be asked related to payment,
PCI compliance, age verification, compulsive gambling and
geolocation.

The New Hampshire lottery for almost 50 years has been in con-
trol of lottery gambling within its own boards and all manner of
operation and consistent with wishes of the State without signifi-
cant controversy or issues. The lottery has adopted and integrated
changes in technology over that time, and if the State of New
Hampshire elected officials allows we will consider the Internet the
next step on that path.

An important point not to be overlooked. Please. As director of
the State lottery in New Hampshire, I am required to transfer $70
million of net profit by this fiscal year, $72 million next fiscal year.
Any impact, any encroachment upon that gambling space in New
Hampshire without execution and planning materially places those
revenues at risk.

Mr. MCINTYRE. Finally, this committee is an excellent example
of the tolerance, the spectrum upon which gambling exists—Utah,
having no lawful gambling within her borders, and New Jersey
having robust gambling presence. But both exist within each
State’s determination as to what is best for the citizens.

I certainly thank the committee for its time here today and cer-
tainly welcome any questions or comments you may have. Thank
you, Madam Chair and Ranking Member.

Mrs. BoNO MACK. Thank you, Mr. McIntyre.

[The prepared statement of Mr. McIntyre follows:]
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Good morning members of the Commerce, Manufacfuring and Trade subcommittee. I am

[

Charlie McIntyre and I have the honor and privilege of serving as the executive director of the

New Hampshire Lottery.

Please indulge me for a moment, in boasting of the p

honored to work for. New Hampshire is a state of fir,

ace I call home and the lottery | am

ts, most importantly, the first presidential

primary in the United States. As a transplant I was unaware of how fervently and how deeply

the people of New Hampshire hold their role in the process of selecting a president — but in New

Hampshire ~ the time surrounding the first primary is

sacred. To say that New Hampshire

citizens are proud of their first in the nation status virtually defines understatement.

Following in the tradition of firsts, New Hampshire was home to the first modern lottery in the

United States. After five attempts and ten years of trying, Larry Pickett, an intrepid legislator

from Keene NH, oversaw the passage of legislation in 1963 which permitted the first modern

lottery in the US to begin selling tickets a year later; despite fears of corruption, social issues and

the end of civilization as the opponents then knew, th
the first New Hampshire ticket from its first director
have here today. Mr, Powers was a retired FBI agent

e bill became law. Gov. John King bought
Edward Powers, on March 12, 1664 which |
, and many US lottery directors have

followed that lead and come from long and distinguished careers in law enforcement, 1, myself,

was a senjor state prosecutor in Massachusetts special

number of years, serving under District Attorneys Wi

former having served and the latter being a current m

izing in organized criminal conduct for a
lliam Delahunt and William Keating, the
ember of this august body.

Since that first day in 1964, the New Hampshire lottefy has provided almost $1.5 billion in

education funding to the public schools of New Ha.mf)shire‘ Currently, we provide

approximately 7% of the state’s education funding and ~ 100% - of our profits go to educate NH

schoo! children
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New Hampshire, along with sister states Maine and yennont, was also the first to create a multi-
state lottery game. Three governors, three separate 1;egislatures and three lotteries banded

together by compact to form a game in 1985 which we still conduct to this day. This innovation
served as the precursor to the lottery games known a%s Mega Millions and Powerball, that effort ‘

in ‘83 constituted the first multi-state collaboration df its kind in the US.

New Hampshire now finds itself engaged in a debate over whether or not to legalize full casino
gambling. This is the twelfth year that the debate has been conducted, the sixth legislative
session to consider expanded gambling. Each time, tfiuring cach session, the question of
expansion is debated and thbroughly studied by the élected officials, the press and the citizens.
Whether or not expanded gambling passes, the important point is that it has been put to a full and

public hearing before those whose lives may be impacted.

Similarly, the question of whether to expand the gambling offerings into the internet and via
mobile devices should also be decided by each individual state. This belief - this ideal - has long
roots within the confines of codified law regarding gambling, but its roots are even more basic

than that. Your state should maintain its right to determine its level of tolerance for the

expansion of gambling, within its own borders, by beﬁing the moving party for that expansion. As
the history of New Hampshire points so vividly, a quiestion may be put to the state a number of
times before the answer is yes; and sometimes the an‘swer may be no. Nevertheless, the
question should be posed only to those most directly elected by the citizens, which is admittedly
in New Hampshire a far greater number than most places ~ New Hampshire boasts the second

largest legislative body in the United States at 400 mémbers in her house of representatives.

The internet would allow access to virtually every home for gambling. Each state must decide,

on its own time and pace, what the tolerance it has for that expansion. Only after that question is

answered in the affirmative can the state determine al} of pertinent operational questions
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including: payment, PCI compliance, age veriﬁcatio;n, compuisive gambling issues and geo-
location. The New Hampshire lottery, for aimost SQ years, has maintained contro! of lottery
gambling within the borders and has handled all maz%keting, regulation, promotion and expansion
in a manner consistent with the wishes of the state !aiaders; and without significant controversy or
issues. The lottery had adopted and integrated chanées in technology over that time; and if the
state of New Hampshire’s elected officials allowed, we would consider the internet another step

along that path, comfortable that it could be successféully managed and regulated in state,

An important point not to be overlooked, as the diredrtor of the state lottery, I am responsible for
transferring to the New Hampshire education trust fulnd $70 miltion dollars this fiscal year in net
proceeds and $72 million next fiscal year. Any impeéct, any encroachment upon the gambling

space in New Hampshire without deliberate executio%n and careful planning will materially place

those revenues at risk,

Finally, the question of gambling and expansion has ;always been reflected in each individual
state’s approach to governing. The tolerance of a stafte for gambling is in direct correlation to
that states position on expansion and this committee is a wonderful example of the spectrum
upon which gambling rests across the United States. At one end of the spectrum is Utah, which
has no lawful gambling within her borders that I am %zware of; on the other end is the state of
New Jersey, which has an active casino presence, a né)ature and robust lottery, horse racing,
charitable gaming and is currently attempting to start? both sports betting and internet wagering
on its own. Both exist based upon each state’s deterrinination as to what is best for their citizens.
But regardiess of where each state rests on that line, x’t was determined after a deliberate process

that occurred within the state,

I certainly thank the committee Tor your time and efférts in this matter, and I welcome any

questions or comments you may have,
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Mrs. BoNO MACK. Welcome, Mr. Fahrenkopf, you are recognized
for your 5 minutes.

STATEMENT OF FRANK J. FAHRENKOPF, JR.

Mr. FAHRENKOPF. Thank you, Chairman Bono Mack and Rank-
ing Member Butterfield for the opportunity to provide testimony
today on behalf of the American Gaming Association which rep-
resents the commercial casino entertainment industry here in
Washington.

Our industry operates in 22 States, directly and indirectly is re-
sponsible for the employment of 875,000 men and women, and ac-
counts for about $114 billion in spending last year, which equaled
nearly 1 percent of the entire 14.5 trillion U.S. GDP. We support
Federal legislation that will allow States and other appropriate au-
thorities to license and regulate online poker, while also ensuring
that each State, such as New Hampshire, has the right to deter-
mine whether such activity should be permissible by residents of
their State.

We believe the best approach to making that happen is to mod-
ernize and strengthen the Wire Act of 1961 with conforming
amendments to the Unlawful Internet Gaming Enforcement Act to
unambiguously outlaw and hopefully eliminate illegal Internet
gambling. The AGA asks that any gambling legislative proposal es-
tablish Federal guidelines so there are consistent regulations for
online poker in all jurisdictions that choose to have them.

In addition, the AGA asks that the legislation pass three tests.
Number one—and I think this is very important—it must not cre-
ate competitive advantages or disadvantages between and among
legal commercial casinos, Native American casinos, State lotteries,
and parimutuel wagering; no form of gaming that is currently legal
should be made illegal; and the legislation must respect funda-
mental States rights in an appropriate manner.

Now, we for many years were opposed to all forms of Internet
gambling because we did not believe the technology existed to prop-
erly regulate it with appropriate law enforcement oversight. That
has changed in the last few years. There are now new technologies
and processes that have proven effective for regulating and over-
seeing Internet gambling in First World Nations such as Great
Britain, France, Italy; within the next month, Spain and Denmark,
and in provinces of Canada today.

The registration processes and advanced technologies used are
very similar to those used by Major League Baseball and CBS, for
example, to determine game blackout areas as well as Apple, Ama-
zon, and the online banking industry to facilitate secure
eCommerce. These new registration processes and advanced tech-
nologies allow the online poker company to determine where the
player is located via advanced geolocation technology and deter-
mine whether the person playing is who they say they are, using
advanced biometrics or other tools to prevent underage gaming.

There is urgency to this issue, as you have heard from a number
of the witnesses already, because 10 to 15 million U.S. consumers
annually bet online and are at risk and have been exploited, as we
know from the full-tilt activity against them by the Justice Depart-
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ment. By these unregulated offshore companies, licensing and regu-
lation would ensure U.S. residents areprotected.

Now our member companies who are interested in providing
these services have agreed to abide by a code of conduct which in-
corporates the key elements of the successful regulations which are
followed now by U.S. land-based casinos. That code requires compa-
nies to do the following: submit to extensive background investiga-
tions of the company and key personnel; ensure proper identifica-
tion of every U.S. online poker player; submit to regular testing
and auditing of online poker software; implement effective player
exclusion processes; incorporate the effective, responsible gaming
protections; and implement effective anti-money-laundering proce-
dures.

I would like, before I conclude my testimony, to take the oppor-
tunity to address this question of problem gambling that came up
with the earlier panel and which was before you in the last hear-
ing.

It is settled science—and I say that again, it is settled science—
that at any given time about 1 percent of the U.S. adult population
are pathological gamblers, and that is a figure that has not
changed despite the dramatic expansion of gaming opportunities
during the last 35 years. Researchers also have found no evidence
that online gamblers are more likely to be pathological gamblers
when appropriate allowances are made for participation in other
gambling activities.

In fact, a major British study found no increase in the rate of
pathological gambling between 1999 and 2007, even though Inter-
net gambling became widely available during that period. Similar
studies emerged in a study of Swedish gamblers, but the most de-
finitive and recent research on this topic has been conducted by the
Division of Addictions at the Cambridge Health Alliance, an affil-
iate of Harvard Medical School.

Their study of the actual transactions and behaviors of 40,000
online gamblers directly contradicts the belief that Internet gam-
bling breeds excessive and problematic gaming behavior. This com-
prehensive research, the largest study of its kind, found that the
mast majority of online gamblers play responsibly and can mod-
erate their behaviors.

Researchers have also found that online gaming participation de-
creases over time, saying that they did not find evidence to support
claims that Internet gambling will cause escalated or even sus-
tained rates. I have got more, but my time is up and perhaps dur-
ing the questions and answers we can get to them.

Mrs. BoNO MACK. Thank you, Mr. Fahrenkopf.

[The prepared statement of Mr. Fahrenkopf follows:]
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Thank you Chair Bono Mack, Ranking Member Butterfield and the subcommittee members
for the opportunity to provide testimony on behalf of the American Gaming Association
(AGA). Allow me a brief introduction of our organization. The AGA represents the
commercial casino-entertainment industry by addressing federal legislative and regulatory

issues affecting its members, their employees and customers.

The commercial casino industry operates in 22 states, directly employs nearly 400,000 men
and women and is responsible for an additional 475,000 jobs through the additional
economic activity we generate across the country. In total, our industry accounted for
about $114 billion in consumer spending last year — nearly one percent of the entire

$14.5 trillion U.S. Gross Domestic Product.
Clearly, our industry is squarely in the mainstream of the U.S, economy.

Today, of course, we're here to talk about online poker. Iknow this is the second of two

hearings this subcommittee has held on the topic. At the last hearing, you asked
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whether licensing and regulation of online poker is & safe bet. Our industry believes it

is.

The risky bet would be to leave unchanged current law that leaves consumers, minors

and those with gambling problems vulnerable to unregulated offshore companies.

As you may know, the AGA has not always taken this position. For much of the time
since online gaming was first introduced, AGA members were not convinced that online
poker could be regulated to protect Americans against fraud, money laundering and
other illegal activities, or to prevent minors from gambling online and protect problem

gamblers.

New technology and new processes have changed that. We live in a digital world where
people can purchase everything from groceries to automobiles online. These e-
commerce companies have developed new technology and processes to help them
facilitate sales, protect customers and, in some cases, prevent minors from purchasing
their products. The same types of technological and process advancements are being
used in countries such as Great Britain, France, and Italy and in provinces of Canada to

effectively regulate and oversee Internet gambling.

Because of those changes, the AGA now supports federal legislation that will allow

states to license and regulate online poker. We believe the best approach to making

%3
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that happen is to modernize and strengthen the Wire Act of 1961 with conforming
amendments to the Unlawful Internet Gambling Enforcement Act (UIEGA) that would

unambiguously eliminate illegal internet gambling.

We support this for online poker only because poker is a game that vast numbers of
Americans have historically played and that millions of Americans still play. It is also a
game of skill, unlike other forms of Internet gambling, and it is played between or
among individuals, whereas in other forms of Internet gambling the customer is playing

against the "house.”

The AGA asks only that any legislative proposal establish federal guidelines so there will
be consistent regulations for online poker in all states. Without a federal overlay, there
will be a patchwork quilt of rules and regulations that will prove confusing for customers

and difficult for law enforcement to manage.

Additionally, the AGA has a long-standing policy of putting any gaming legislative
proposal through three tests: 1) The legislation must not create competitive advantages
or disadvantages between and among legal commercial casinos, Native American
casinos, state lotteries and pari-mutuel wagering operations; 2) No form of gaming that
currently is legal shall be made illegal; and 3) The legislation must respect fundamental
states’ rights in an appropriate manner. Any online poker legislation must pass these

three tests to gain AGA support.
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The fact is practically every adult in the country has played poker at one time or another,

and today the preferred venue for millions of poker players is the Internet.

There is urgency to this issue, because each day millions of U.S. consumers are playing
online at risk. Last year, in the United States, an estimated 10 million to 15 million
people bet billions of dollars online, even though it is illegal for companies to offer real-
money Internet gambling in the U.S. Americans will continue to bet online as iong as
there are sites they can access, and we can expect that there will always be sites they can

access as long as there are billions of dollars to be made.

Even the indictments of executives from several online poker companies last April did
not stop Internet gambling. Offshore operators will continue to develop new techniques
to circumvent the barriers we put in place. The volume may fluctuate with each closed

website and set of indictments, but demand will prevail in the end.

And it's likely that online gaming operators who fill this void will be even less requlated

and less trustworthy than their predecessors, which will only hurt American consumers.

Put simply, the current environment puts American online players at risk. It is practically
impossible to ensure that children are not gambling online and that the online gaming
companies are acting responsibly towards those who cannot gamble responsibly. These

companies, by illegally operating in the U.S,, are flouting our laws; they are doing it
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where law enforcement cannot reach them and where, in many cases, there is little to no

regulatory oversight.

Consumers could be saved from this risk if Congress enacts federal legislation to
modernize and strengthen the Wire Act of 1961 with conforming amendments to the
Unlawful Internet Gambling Enforcement Act to unambiguously eliminate illegal internet
gambling. Such legislation should allow states that wanted to could license and
regulate online poker to do so, following federal guidelines. And it should create a level
playing field so that all segments of the gaming industry have an opportunity to

participate.

We know U.S.-licensed gaming companies, following time-tested gaming reguiations,
would provide safe, honest, responsible sites for the use of the men and women who
want to play online poker. A strengthened UIGEA also would protect Americans from
unscrupulous operators and would have the added advantage of bringing the jobs and

revenues associated with this billion-dollar industry back to the United States.

The creation of the infrastructure to support a licensed and regulated online poker
industry would create an estimated 10,000 high-tech jobs and generate $2 billion in tax

revenue, primarily at the state level, every year.

w
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To realize these benefits will require action by Congress, beginning with this committee.
The AGA does not support any specific legislation, but there are certain provisions that
any change should include:

- Each state should have the right to determine whether online poker should be
legalized within their jurisdictions and who should be allowed to operate the
sites,

— Due to the interstate nature of Internet transactions, federal guidelines should
be established that states must follow to ensure a consistent regulatory and
legal framework.

-~ US. law enforcement should be provided with the ability to go after illegal

operators and successfully prosecute them.

In addition, online poker companies licensed in the U.S. should adhere to the same
stringent level of regulation that governs brick-and-mortar casinos in this country. Our
companies have a strong history of regulatory compliance. The regulations we foliow
are time-proven and if online poker companies are required to comply with them, it
would ensure American consumers are playing in a fair and secure environment

provided by a responsible operator.
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The AGA introduced a Code of Conduct for U.S. Licensed Online Poker Companies that
incorporates the key elements of the successful regulations followed by U.S. casinos. To
be licensed, companies should agree to:

Submit to extensive background investigations of the company and key

personnel
- Ensure proper ID of every U.S. online poker player
~ Submit to regular testing and auditing of online poker software
-~ Implement effective player exclusion processes
~ Incorporate effective responsible gaming protections

~ Implement effective anti-money-laundering procedures

Legislation that incorporates the provisions above and the elements of the Code of
Conduct would effectively protect U.S. consumers and state licensing and regulating
would eliminate illegal websites operated by offshore companies. Fortunately, new
technology and processes can address those concerns. This can be accomplished
through:

- Arigorous registration process;

- Technology-assisted fraud and coflusion monitoring;

~ Anti-money-laundering technology and processes; and,

— Promotion of responsible gaming by providing players the ability to manage

their game play in real time.
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Let's take a look at these safeguards.

Registration processes and advanced technology very similar to those used by
companies such as Major League Baseball, CBS and Apple would allow the online poker
company to:
» determine where the player is located,
+ determine whether the Social Security number used is valid and is actually the
player's own, which would prevent underage gambling,
» and find out if the player has any sanctions by state, federal or international

governments.

Geo-location will be a key to ensuring an online poker player is abiding by the laws of
the state in which he or she resides and is not playing online in a state where it is not
permitted. The first step in this process is verifying the customer’s location during the
initial player sign-up or registration. In those cases where there are discrepancies in
information or it is determined the player resides in a location where online poker is
illegal, the player's registration would be rejected, and they would be unable to open an

account.

The second step in the geo-location process takes place every time a customer logs on

to an existing account. Each time he or she attempts to sign in, geo-location technology
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would be applied to determine the IP address of their internet connection, thus
determining exactly where the computer is located. Additional tools can ensure an
Internet connection is not attempting to mask its location, and in some cases, real-time
verification techniques can be employed when there is any ambiguity about the

location.

The same database service providers that assist with geo-location processes also allow
operators to verify the age of online players, This can be accomplished by confirming
personal information, such as previous addresses or cars registered, through a series of
challenge questions the player must answer correctly in order to log on. Additional age
verification steps can also include a confirmation letter with a personal identification
number sent to the address listed on government-issued identification. The PIN would

then have to be entered on the operator's site to enable the account.

Preventing cheating, whether by humans or software programs, is made easy through
the use of fraud and coliusion monitoring technology, coupled with reporting of

suspicious play by other players.

For example, operators have tremendous technological tools with which to effectively
address the use of bots, or computer programs that automatically play poker hands

based on a certain algorithm that the cheater believes provides them with an advantage.
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Bots typically cannot match the unique traits of human players, and monitoring their
mouse and cursor movements on the screen is an operator’s first line of defense. Once
identified as a potential bot, the player is subjected to a CAPTCHA challenge during
which they must re-type a series of distorted letters and numbers on the screen in order
to verify they are a human player. Further, operators can also apply subtle pixel changes
to the player’s screen that will cause a bot program to freeze up and thereby allow the

operator to identify the cheater and seize the account.

Technology coupled with strong regulation also can prevent money laundering online.
Efforts to launder money are detected through a number of reports and checks used
exclusively by the gaming industry, as well as other processes that are common in
financial institutions. Player verification, operator monitoring, the recording of all
transactions and other activities combined with strict compliance with federal anti-
money laundering laws make a well-regulated online poker site highly unattractive to

launderers,

Technology also alfows players to manage their gambling in real time by doing things
such as designating a set amount of money or time they can spend on the site, asking
for a cooling off period and, if they feel they have lost control of their gambling,

choosing to self-exclude.
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With these processes and the technology that supports them in place, patrons could
play poker online in a safe, honest place. Law enforcement would be helped by
operators’ ability to quickly identify possible fraud and other criminal activities. And, the
public could be confident that operators are taking bets only from jurisdictions where it

is legal, keeping minors from gambling and providing assistance to problem gamblers.

Eighty-five countries have legalized online gaming, and the technology and processes
described above are being used in many of them, including Western Europe and
Canada, where years of experience are proof positive that the risks formerly thought to

be a companion to online poker can be effectively managed.

Before concluding this testimony, I would like to take the opportunity to address in
more detail the question of the impact of online poker on problem gambling.

It is settled science that at any given time that about 1 percent of the U.S. adult
population are pathological gamblers, a figure that has not changed despite the
dramatic expansion of gambling opportunities during the last 35 years. In fact, the most
recent (2008) national prevalence study found a lifetime rate of pathological gambling

of 0.6 percent.

Researchers also have found no evidence that online gamblers are more likely to be
pathological gamblers. In fact, a major British study found no increase in the rate of
pathological gambling between 1999 and 2007, even though Internet gambling became

11
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widely available during that period. Similar results emerged in a study of Swedish

gamblers,

More recently, in a 2010 article in Addiction Research and Theory, Dr. Howard J. Shaffer,
director of the Division on Addictions and associate professor of psychiatry at Harvard
Medical School, and his colleagues offered a comprehensive look at the research
conducted to date, including summaries of their own investigations of the gambling
patterns of customers of bwin.party, one of Europe’s largest Internet gambling

companies.

Professor Shaffer and his colleagues have pioneered new methods for studying Internet
gambling by virtue of their access to the actual wagering transactions of 40,000 online
gamblers, including every keystroke of every person who subscribes to

the bwin.party website. These data, which reflect actual gambling patterns, provide
“objective detailed information about betting behavior and the conditions under which

gamblers place wagers.”

The analysis of the bwin.party data has produced more than 10 peer-reviewed
publications that contradict the notion that Internet gambling breeds excessive and
problematic gambling. (A summary of the findings along with full copies of the studies

mentioned above have been included with this submission.)
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Although the prevalence of pathological gambling is low, and even though there is no
evidence that Internet gambling would change that pattern, it is still important that
online poker companies should implement responsible gaming programs just as brick-

and-mortar casinos do.

By requiring licensed websites to include social responsibility protections, legalization of
online poker would actually improve efforts to assist pathological gamblers. Today,
without any U.S. regulation, there are no uniform requirements for player protection
tools at gambling websites. Indeed, many foreign jurisdictions require no such tools, so
gambling operators located in those jurisdictions often do not provide them. In
addition, states can designate a portion of Internet gambling tax revenues and license
fees to be directed to research about pathological gambling, as well as to treatment and
to public education on the subject. For these reasons, the report by Shaffer et al.
concluded that “regulators should be able to design sufficient protections to prevent

any significant growth in problem gambling that resuits from legalization.”

In conclusion, states should be allowed to license and regulate online poker following
federal guidelines. Such action would protect U.S. consumers, keep children from
gambling on the Internet, and provide the tools law enforcement needs to shut down
illegal online operators. It would also create new high-tech jobs and tax revenue at a

time when both are sorely needed.
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Thank you for your time and consideration.
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EXECUTIVE SUMMARY ~ RESEARCH ON INTERNET GAMBLING BEHAVIORS

The body of research on Internet gambling has grown over the past few years, due in part to Harvard professor
Howard J. Shaffer, Ph.D., and colleagues {Shaffer, Peller, LaPlante, Nelson, & LaBrie, 2010). Their work pioneered
new methods for studying online gambling by virtue of their access to the actual wagering transactions of
40,000 online gamblers, including every keystroke of every person that subscribes to the bwin Interacative
Entertainment {bwin) website, one of the largest online gaming companies in the world. Using this data
reflecting actual gambling patterns, rather than relying on self-report, provides “objective detailed information
about betting behavior, and the conditions under which gamblers piace wagers” {Shaffer, Peller, LaPlante,

Neison, & LaBrie, 2010, p. 277},

The Harvard research has produced more than 10 peer-reviewed publications that outline several key findings
about internet gambling behaviors listed below. These findings highlight an overarching result: they contradict

the belief that internet gambling breeds excessive and problematic gambling behavior,

For a baseline comparison, the most commonly accepted prevalence rate for pathological gambling is 1 percent
of the adult population, which was first established by Dr. Howard J. Shaffer and his colleagues {1997, 1999}, and
confirmed by the National Research Council of the National Academy of Sciences {1999). These rates have
remained consistent despite the expansion of ga.{fning, as shown in the Harvard Medical School Department of

Health Care Policy’s analysis of the National Combrbidity Survey Replication {NCS-R} in 2008 {Kessler et.al, 2008},

which found a lifetime pathological gambling prevalence rate of 0.6 percent.

KEY FINDINGS INCLUDE:

A Majority of Online Gamblers Exercise Responsibleé Gaming Practices by Moderating Their Gambling Behavior
In a 2009 study conducted by Dr. Debi LaPlante and colleagues from the Division on Addictions, Cambridge
Health Alliance, a division of Harvard Medical School, researchers studied the behavior 3,445 internet poker

players for a period of six months. Their results showed:

1
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* Online poker players automatically separated themselves into two types of gambling behavior patterns,
similarly reflecting the science-based prevalence rates of responsible gamblers and problem gambiers
for other types of gambling activities:

o 95 percent of players gambled an average of 12 Euros worth of chips at each of two poker
sessions per week.

o 5 percent of players were more involved {or “over-involved”}, gambling an average of 89 Euros
at each of 10 sessions per week.

s Both groups of poker players {the majority group and those who were “over- involved”}, also showed
the ability to moderate their gambling behavior based upon their wins and losses - as the players lost

more, they spent fess time in their online poker session and wagered less money.

Those Wha Gamble Onfine Have Shown that They Can timit Their Behavior
Overall, the Harvard researchers found only small subgroups of gamblers who appeared to be over-involved in
gambling. In 2009, researchers Xuan and Shaffer studied 226 bwin sports bettors who reported that they

experienced gambling-related problems and voluntarily closed their accounts.

» Eventhough they were more likely to make {and lose} a higher wager, those who closed their account
were less likely to exhibit a clear sign of pathological gambling: chasing their losses. instead, they were

more likely to make wagers that were more conservative than other players.

Dr. Sarah Nelson and her colleagues {2008) also studied 567 sports bettors on the bwin website that placed
limits on the amount that they could deposit to the online gambling website. Researchers discovered that, after

self-imposing deposit limits, online players reduced their gambling activity and the time spent gambling online.

2
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Internet Gambling Participation Decreases Over Time

Similar to research showing that gambling participation will decline after the initial spike in participation when a
new game or casino is introduced to a population {LaPlante & Shaffer, 2007), Dr. LaPlante and her colleagues
discovered the same trends among onfine gamblers when they studied online sports betting behaviors daily for

18 months {2008).

*  Online gamblers rapidly subscribed and placed online bets within the first few days of the study period.
Gambling activity peaked by the eighth day of the study, rapidly declined thereafter for the first 90 days
and continued to fall for the remainder of the 18-month period.

* Researchers summarized that they “did not find evidence to support concerns that Internet gambling
will overwhelm populations of gamblers, causing escalating rates of participation, or even sustained

rates of participation” {p. 2410).

Internet Gamblers Respond to Industry’s Efforts to Encourage Responsible Play
Internet sports betting operator bwin also partnered with the Division on Addictions to study how harm-
reduction techniques can work when operators impose limits on players’ gambling behavior.

* Researcher Anja Broda and cotieagues (2008) discovered that, when bwin imposed a limit of how much
money an online sports better can put in their playing account, only 0.3 percent of 47,000 online players
exceeded the deposit limits once.

* The researchers believed that one reason the deposit limits were rarely exceeded might be that “sports

bettors are highly responsible gambiers who bet for fun and spent relatively low amounts on betting.”

College-Aged Adults Have Reported Low Participation Rates of Internet Gambling

Two national surveys of gambling behaviors among college-aged students and young adults in the United States

have looked at Internet gambling in this subpopulation and found very low rates of participation.
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» In asurvey of more than 10,000 college students, researchers found that aimost 2.5 percent had ever
gambled on the Internet, and only 0.6 percent did so monthly or more frequently {LaBrie, Shaffer,
LaPlante, & Wechsler, 2003}.

* inatelephone survey and interviews of 1,000 participants aged 18 to 21, approximately 1 percent of
college-aged students reported that they gambled on the internet {Barnes, Welte, Hoffman, & Tidwell,

2010).
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A Taxometric Analysis of Actual Internet Sports Gambling Behavior

Julia Braverman, Richard A, LaBric, and Howard J. Shaffer
Harvard Medical School and The Cambridge Health Alliance. Cambridge, Massachusetts

This article presemts findings from the fi

st taxometric study of actual gambling behavior to determine

whether swe can represent the characteristics of extreme gambling as qualitatively distinet (.c., taxanic)
o as a point along a dimension. We analyzed the bets made during a 24-month study period by the 4,595
most involved gamblers among a cahort of 98,114 people using an Interact service 1o gamble on sporting
evenis. We applied two taxemetric procedures e, MAMBAC and MAXCQV) to three indicators of
betting behavior: total money lost, totat number of bets, wnd 1otal money wagered. The results faif to
provide support for the view thal the most involved Tniernst sports gamblers include a distinct category
of gamblers. More research is necessary to clarify the similar features of recreational and extreme
gamhiers and the dimensions that scientists can vse 1o measure dese behaviors, Finally, we discuss the
implications of these Nindings for clinical, research, and public poticy activities.

Keywords: Tatent strocture, taxometric analysis, Internet

Among the most long-standing debates in the psychopathology
Hiterature is whether researchers and cliniciany can describe mental
disorders (e.g., pathological gambling) as extreme expressions of
continuously distributed traits or as qualitatively distinct patterns
B haine, 2007). Particip in thiy debate describe the con-
tinupusly distributed view as dimensional and the qualitatively
distinet view as categorical, or taxonic,

To itlustrate: Gambling is a common form of entertainment that
the vast majority of people enjoy without any adverse conse-
quences. However, approximatety 2%-5% of those who have
paiticipated in gambling activities experience mild to serious
gambling-related problems at some point during their lifetime
(Kessler et al,, 2008; Petry, Stinson, & Grant, 2005; Shaffer &
Hall, 2001; Shafter, Hall, & Vander Bilt, 1999; Shaffer & Ko,
2002; Shatfer, LaBrie, LaPlante, Nelson, & Stanton, 2004; Welte,
Bames, Tidwell, & Hoffman, 2008; Welte, Barnes, Wicezorek,
Tidwel, & Parker, 2001). Conceptually, a dimensional view of
gambling would locate gambling disorders at the end of u contin-
uum, and despite the quantitative distincrion, this extreme behavior
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would be gualitatively similar to behaviors located at other points
along the continuum, Alternatively, a categorical view of gambling
would locate disorders within a qualitatively distinet and extreme
interval such that the behaviors would be sufficiently different
{i.e,, a unique taxon) from behaviors outside the interval.

Although this area of research is not without debate, there is
evidence that some disorders (e.g., unipolar clinical depression)
are categarical (Solomon, Ruscio, Seeley, & Lewinsohn, 2006).
Bvidence argues that other disorders (e.g., personality disorders)
are extensions of normal behavior and, therefore, are best de-
sevibed as dimensional {e.g., Livesley, Schroeder, Jackson, & Jang,
1994, Markon, Krueger, & Watson, 2005, Widiger & Mullins-
Sweatt, 2005). Diagnostic definitions (e, as the American Psy-
chiatric Association offers in its Déiagnostic and Statistical Manual
of Mental Disorders), although not inherently categorical and often
based on dimensional criteria, tend to reflect a categorical ap-
proach. This approach enhances the refiability of psychometric
assessment scores and clinical evaluations. Diugnostic manuals
often encourage clinicians to diagnose cases by identifying and
then quantifying adverse behaviors. However, this system of clas-
sification, based on endorsing atypical behaviors, does Hitle to
advance our understanding about a target disorder’s construct
validity. Consequently, these is @ paucity of evidence informing
clinicians, researchers and policy makers about whether the fun-
damental precept underdying a deviant behavior reflects a unique
{atent architecture (Barron, 1998; Carson, 1991; Grove & Meehi,
1996; Vaillant & Schnurr, 1988; Widiper & Sankis, 2000). To
date, and perhaps because pathological gambling is a relatively
new diag ic class, most clinicians and researchers have defined
and treated pathological gambling as 5 categorical iiness, prefer-
ring nosological schemes that consider this excessive behavior
pattern as a distinet disorder {Beauchaine, 2007).

The goal of this stady is to examine the bewting charactesistics of
heavily involved Internet sports gumblers for the presence of a
distinet category or taxon of betting characteristics. Evidence of a
taxon would imply that some heavy gamblers are qualitatively
different from more involved recreational Tnternet gamblers.
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Only three studies have focused on gambling typology and the
fatent stricture of gambling behavior. These studies appeared
during the past 2 years, indicating a growing recent inferest in the
conceptual architecture that represents disordered gambling. The
studies include the following: (a) research focusing on older ndults
and gambling (Hong, Sacce, & Cunningham-Wiltiams, 2009); ()
an investigation of conununity-recruited gambiers {Cunningham-
Wittiams & Hong, 2007); and (c) a longitudinal study about the
gambling uctivities of college students (Goudriaan, Shutske, Kiull,
& Sher, 2009). All of these studies used latent class analysis
procedures that identified two to eight various gambler types
depending on criteria from the Diagnostic and Statisticed Manual
of Mewat Disorders (4th ed., Text Revision {DSM-TV); American
Psychiatric Association, 2000; Cunningham-Williams & Hong.
2007: Hong et al,, 2009), type of games played (Goudriaan et al,,
2009y, source of money, or International Classification of
Diseases-10 (1CD-10; World Health Organization, 1993) criteria
{Cunningham-Williams & Hong, 2007}, These studies used statis-
tical techniques with important limitations for distinguishing be-
tween the presence and ubsence of a single categorical boundary
tinterested readers should see Ruscio & Ruscio, 20044, for a brief
review and a list of limitations). Therefore, no study has directly
addressed the question of whether excessive gambling represents 1
unique category or taxon or, the alternative, a point along a
continuum consistent with a dimensional view of excessive gam-
bling,

Taxometrics and Nosology

Meeh! and his colleagues developed the taxometric method to
identify the presence or abseace of taxonic (i.e., categarical) latent
structure among psychiatric disorders (Meehl, 1999; Meehl &
Yonce, 1996). Taxometic method includes specific sfatistical
tools designed to determine whether deviant behavior belongs toa
unique taxon or simply represents points along one or nore di-
mensions. A categorical view suggests that distinet psychological
features churacterize deviant behavior and that these distinctive
features are not shared with “normal™ eases. The dimensional view
suggests that normal behavior shares psychelogical features with
deviant behavior but that the deviant group has more and perhaps
more intense features. Taxometric statistics measure the interac-
tion among several indicator variables. For example, consider the
faHowing: Researchers are interested in determining whether
gender-related traits represent & unique category or a dimension,
The correlation between voice pitch and hair tength is negligible
within a sample that includes only male or only female partici-
pants. However, within a mixed-gender sumple, we van expect to
find a substantial correlation—those who tend to have fonger hair
also are likely to bave higher voi § strategy, testing whether
different associations among variables exist for differeat groups of
observations defined by the values of index variables, underlies
taxometric statistics. A review of taxometric statistics is beyond
the scope of this article. However, readers interested in learning
more about taxometrics should review the following resources as
an entry to this Jiterature (Meehi, 1995; Ruscio, Hastam, & Ruscio,
2006; Schmidt, Kotov, & Joiner, 2004; Waller & Meehl, 1998).

Taxometrics is “an inereasingly popular approach for determin-
ing whether a dimensional or a categorical model of classification
is more valid” (Widiger & Swmmuet, 2003, p. 48), More than 150

studies applied faxometric procedures to evaluate the atent struc-
tare of various psychopathological and behavioral constructs {Has-
tam, in press; Hastam & Kim, 2002), However, no studies have
applied taxomettic procedures to the study of excessive gambling
behavior. .

Until recently, scientists did not have the opportunity to study
actual gambling behavior. Consequently, the current nosological
system, #s evidenced and operationatized by DSM—IV and ICD-10
criteria, rests mostly on self-report. A portfolio of new research
focusing on actual gambling behavior is now available (e.g.
Bravermman & Shaffer, 2010; LaPlante, Schumann, LaBrie, &
Shaffer, 2008; Xuan & Shaffer, 2009). A series of studies con-
ducted with behavioral variables (e.g., total amount wagered, bet
size, total amount lost, frequency, etc,) defined and deseribed the
behavior of subgroups of most involved gamblers (LaBrie, Kaplan,
LaPlante, Nelson, & Shaffer, 2008; LaBrie, LaPlante, Nelson,
Schunwann, & Shaffer, 2007). The present study extends the re-
search cxperience with actual betting behavior to answer the
question of whether problematic gambling is best considered a
quantitative (dimensional) or qualitative {categorical) classifica-
tion.

The Present Study

Qur research collaboration with an Internet gambling service
provider, bwin Interactive Entertainment AG (hereinafter referred
to as bwin), provides access ta valuable information. Our tongitu-
dinal database was uniquely well suited to answering the research
question, The database consists of actuat bews made during a 2-year
period by a cohort of 48,114 gomblers who enrolled at bwin
Interactive Entertainment AG during Rebruary 2005. The use of
actual betting records avoids the potential inuccuracies introduced
by self-report. The large size of the cohort and the 2-year aceu-
mulation of data are sufficiently massive to permit confident
investigation of o low-prevatence disorder. We have published 1
portfolio of studies that examined this tongitadinal cohort’s aggre~
gated gambling behavior. This work summarizes the parameters of
beiting such as size, frequency, and so forth (Braverman & Shaf-
fer, 2010; Broda et al,, 2008; LaBrie et al., 2008; LaBrie, LaPlunte,
et ul,, 2007; LaPlante, Kleschinsky, LaBrie, Nelson, & Shafter,
2000; LaPlante et al., 2008; Nelson et al., 2008; Xuan & Shafter,
2009). This longitudinal cohort enrolled at a time when bwin's
principal focus was on sports gambling. Only a small fraction (ie.,
less than 3% of the cohart did not engage in betting on sports. Our
rescarch is the first to investigate the latent structure of uctual
Internet ganbling behavior. We used the characteristics of sports
gamhling to address whether the nesological structure of intem-
perate gambling behavior is categorical or dimensional. We ap-
plied taxometric techniques successfully used by others to deter-
mine whether a faxon of Internet sports gamblers could be
identified in our analysis. If our analyses were to identify group of
neavily involved gamblers who display similar behaviors that are
unigue and distinet from the targer group of recreational gumblers,
we will have identified the characteristics of 4 gambling taxon.
Fvidence that cither supports or does not support 3 taxon for
disordered Internet sports gambling will help clinicians and policy
makers more effectively identify, prevent, regulate, and treat in-
dividuals with gambling-related problems.
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Method

Participants

The participants for this stady derive from a cohort of 48,114
people who opened an account during February 2005 with the
Internet gambling service provider, bwin Interactive Entertainment
AG. Their information includes records of betting behavior from
enrollment through February 2007, This longitudinul cokort sup-
plied information for several other studies of actual gambling
hehavior {Broda et al., 2008; LaBrie et al,, 2008; LaBrie, LaPlante,
et al., 2007; LaPlante et al., 2009; LaPlante et ul, 2008; Nelson et
al., 2008; Xuan & Shaffer, 2009), The average age of individuals
in this cohort was 31 yeors (SD = 10.0) and most (91.6%) were
male. The pliyers in this cobort were from 85 countries. The
40,406 cohort members who engaged in sports betting for more
than 3 days comprised the analytic sample that we used to identify
and select the betting behavior indicators for the taxometric anal-
yses.

Taxometric analysis i panticularty powerful when the potentinl
proportion of taxon members comprise at least 109% of the analytic
sample (Schmidt et al,, 2004). The prevalence estimates of current
disordered pambling among the general population are covsis-
tently low, 0.6% 1o 2% {Kessler et al,, 2005, Shaffer. Hall, &
Vander Bilt, 1997). Previous analysis of the Jongitudinal cohort of
sports gamblers (LaBric, LaPlante, et al., 2007) revealed a large
number of occasional bettors who are unlikely to be members of a
disordered gambling taxon, Consequently, a research sample with
the suggested proportion of disordersd gamblers would become
available only after selecting patticipants with certiin eharacteris-
tics from the tofal longitudinal cohost, Ax un illustration, gambling
problems are aften associated with excessive betting involvement.
Therefore, we increased the likelihood of including the suggested
proportion of pathological gamblers in the cohort by including
only excessive gamblers in the anatytic sample. We defined an
excessive gambler as one whose behavior was in the upper 5% on
any one or more of the selected indicator vasiables, A description
of these measures fallows.

Measures

Previous analyses of individual Internet sports bets yielded eight
aggregates describing pasticipant-level gambling involvement
{LaBrie, Nelson, et al., 2007}, These measures were the foowing:
(a) total amount wagered, (b} 1otal nuimber of bets, (¢} average bet
size (i.c., total amount wagered divided by total nuntber of bets),
() duration of betting (i, the difference in days between a
participant’s first and last beting day), (e) frequency of bedting
{i.e,, the number of bewting days divided by the durationy; (f)
number of bets per day (i.e., the total number of bets divided by the
mrmber of betting days); {g) ttal amount lost (i.e., losses minus
winnings); and (h) percent lost {i.e., total amount tost divided by
total amount wagered). Having too many indicators complicates
the interpretation of results, presents substantial caloulation loads
(Strack, 2006), and decreases the power of the amalysis if the
indicators happen to be redundant (Ruscio et al,, 2006). The
taxometrie methad requires & minimum of three indicators that
should be positively and nontrivially correlated with each other.
However, many instances of pyychopathology are multidimen-

sional concepts; that is, mental disorders often contain character-
istics that betong to multiple diagnostic "domains” that are nega-
tively related or independent (e.g., positive and negative symptoms
of sehizophrenia; Cuesta, Ugarte, Goicos, Eraso, & Peralta, 2007).
For this reasan, some taxometrie researchers have used items from
a single domain to select a set of appropriately refated indicators
for use within the taxometric analysis (Olatunji, Williams, Hastam,
Abramowitz, & Tolin, 2008). In this study, to select the appropri-
ate indicators, we identified the undeslying independent domains
(i.e., factorsy among the existing variables, We performed a
principal-components analysis followed hy an orthogonal rotation
using the complete tongitudinal cohort of 40,406 Tnternet sports
bettors. Next, we selected items from within a sinple factor
cnsure that we have positively correlated indicators for the taxo-
metric analysis,

Taxometric Procedures

To iddentify the latent structure of actual sports gambling behav-
jor, we used two distinct taxometric procedures: MAXCQV and
MAMBAC. We used Ruscio’s taxometric R program (hitp:/
www.tenj.edu/~rusciv/taxometrics.html) to produce taxometric
plots and perform ail calculations (Ruscio et al,, 2006).

We applied the MAXCOV{maximum covariance} procedure to
the three selecied variables, Each varinble, in turn, acts ns an index
variable. The index variable is ordered, and the observations are
divided into groups, termed windows, according to their index
variable value, For each of these groups, the precedure computes the
covariance between the other two variables. For the MAXCOV, we
used the maximun possible number of intervals with the recom-
mended prinimum of 25 cases per interval. The larger the nomber
of intervals, the more likely the procedure will reveal a taxonic
latent structure {Ruscio et al., 2006; Ruscio et al, 2010). By
dividing our sample (¥ = 4,595) inta equal intervals, we obtained
184 intervaly: 183 intervals of 25 cases each and one interval with
20 cuses.

We calculated and plotted the covariance between the two other
indicators for each iuterval as defined by the input variuble. We
petformed three iterations using a different input variable for each
iteration. To ensure reliability of the results and to minimize the
sampling error (Ruscio et al, 2006), we conducted the MAXCOV
using 50 imternal replicati Internal replications are particuiarly
useful when a fixed number of cases define the intervals because
cases with the same score might be distributed into several differ-
ent adjacent intervals, To ensure that this arbitrary assignment did
not affect the reliability of our results, we replicated the random
assignment of like observations 50 times® (Ruscio et al., 2006). To
improve the clarity and interpretability of the results, we applied 2
smoothing technique using the locally weighted least squares
{Clevetand, 1979} method to all curves,

MAMBAC (mean above minus below a cut} is an extemal
consistency fest of the MAXCQOV procedure. A MAMBAC anal-

¥ Recen studies demonsirated the possibitity to discover taxa with much
Tower hase rates given favorable data conditions (Ruscie & Marcus, 2007,
Rustio & Ruscio, 2004b; Ruscio, Walters, Marcus, & Kaczetow, 2010).

 Originally, Meehi did not spocify the equal-N condition as a part of the
MAXCOV procedure,
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s requires only Two variables. One variable acts ay the index
variable 1o MAXCOV and divides the range of its values into
intervals with the same number of observations. The other variable
is the output variable and provides the taxonic measurement. In
MAXCOV, the measure was the covariance between and among
variubles. In MAMBAC, the meun is the taxonic measure, and
differences in size are added to the search for taxons. The obser-
vations in each interval constitute a group, and adjacent intervals
can be combined to fosm a lurger group, MAMBAC starts with the
first intervat aud defines observations in that group as below the
cut and alf other observations as above the cut. The difference
between the averages of the output variable above and below cut
is calcutated and plotted against the value of the index variable.
The procedure is repeated by including subsequent intervals o the
group below the cut. We applied MAMBAC using the same 184
intervals used for the MAXCOV analyses and for the six conibi-
nations of two of the three measures alternating the index and
output variables in each pair.

Taxonic Plots

Bach taxometric procedure yiekis several plots, MAXCOV re-
suits in three plots, one for each of the three study variables as the
index variable. MAMBAC produces six plots to accommodate all
paits of the three variables and alternating the index variable used
in each pajr. We constructed a single aggregated plot for each
procedure fo summarize the outcomes of the taxonic analysis.

‘To accommaodate the effect of data characteristics on the shapes
of taxonic plots, we used the bootstrap procedure developed by
Ruscio and his colleugues {Ruscio & Kaczetow, 2009; Ruscio,
Ruscio, & Meron, 2007). The bootstrap method gencrates plots for
idealized taxonie and dimensional outcomes derived from the
actual unalytic duta. These ideulized data sets share iniportant
features with the actual data set such as indicator cosrelations, data
skew, and kurtosis,

Curve Fitting

The comparison curve fit index (CCFl) measures the similarities
hetween the plots of taxonic test results and both the idealized
taxonic and idealized dimensional distributions, The severa] tax-
onic results produced by different combinations of variables are
aggregated into a single plot for each procedure. CCFI values
range from Q.0, indicating agrecment with the ideal dimensional
cuive, to 1.0, indicating ugreement with the ideal taxonic curve.
Ruscio et al. (2007) suggested that CCFI values in the range of 0.4
o 0.6 be interpreted with caution,

Results

Index Variable Selection®

Factor analysis of a Spearman correlation matrix comprising the
total set of eight gambling behavior measures (i.e., total amount
wapered, total number of bets, bet size, doration, frequency, num-
ber of bets per day, total amount lost, and percentage lost) fol-
towed by «n orthogonal rotation to a simple structure revealed four
factors. The fourth factor included only a singte mensure, percent-
age lost, This measure was confounded by the large difference in

the designed house advantage between fixed odds bets (about
10%) and live action bets (abowt 3%) and by the need to be
imimediately invotved during the course of a game to place live
action bets. Because of its uniqueness and conceptual remoleness
from other measures of gambling activity, we excluded percentage
fost from the input variables and repeated the factor apalysis and
rotation with the remaining seven measures of gambling behavior.
Entering these seven variables, this analysis revealed three factors
measuring the dimensions that we describe as Activity (number of
bets, total amosnt wagered, total amount fost, and bets per day},
Amount Risked {bet size), and Time Spent (frequency and dura-
tion). This solution explained 82% of the variance. The only factor
that contained more than thiee variables was Activity, which was
the larpest of the three factors, explaining 43% of the variance. We
selected the four variables that loaded .5 or more on this factor to
select the research sample.

Research Sample

The research sample of 4,595 sports gamblers comprised 119 of
the total longitudinal cohort. These bettors were among the 5% of
the total sample with the Targest values on one or more of the
analytic voriables (i.c., totul amount wagered, total umount lost,
rotal number of hets, and bets per day) This sample was not
different from the tolal sample by age (M = 32, S0 = 10.2) or
gender (91% males) and represented 51 different countries. As
Table 1 shows, this group displayed behaviors that are an extreme
departure from the entire longitudinal sample,

Using the final analytic cobort, the analysis of Spearman? cor-
relation coefficients revealed nontrivial positive correlations
among three indicators: total amount wagered, total amount lost,
and number of bets. These statistically significant (p < 0L N =
4,595} correlation coefficients ranged from 34 (beiween totul
amount Tost aud number of bets) to .35 (between number of bets
and total amount wagered) to .56 {between total amount lost and
total amount wagered). The fourth indicator—bets per day-—was
negatively correlated with total amount fost und total amount
wagered. Taxometric analysis requires positive corselation be-
tween the indicators; therefore, we exchuded bets per day from the
following taxometric procecures.

As Table 2 shaws, the distributions of all indicatoss were pos-
itively skewed and evidenced substantial kunlosis,

Taxometric Analysis

MAXCOVY. The MAXCOV procedure yielded three plots;
these are presented in Appendix A, each using one of the three
variables as an index variable. A visual inspection of the individual
ploty did not indicate the ouicomes to be characteristic of an
underlying raxonic structure. As Figure 1 illustrates, the apgre-
gated plot was more similar 1o the dimensional comparison data,
However, the CCFf {Ruscio et al., 2007} was ambiguous {.49),

Y We extend special thanks to John Ruscie and Withiam Grove for
fing indicator sclection and general

providing valuable suggosti g
interpretation of the results,

' We used Speanman enniation to adjust for abnormal distribution of
the data and to match the previously published analysis (Shaffer & Hali,
2001}, However, Pearson correlation analysis produced simitar resnlts.
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Table 1

Means {and Standard Deviations) for Research Sample and Total Cohort of

Internet Sports Betiors

Variable

Analytic sample (o = 4,595)

Remainder of cohort (v = 35811)

“Total anvount wagered
Total amount fost
Total number af hets
Bets per day

2,601 (4,683
17119)

€26.511 {$34.355] (€38.735 ($76.137))
€2,307 (32,9877 (€5,313 (56,8791

064 (31,2491 (€1 644€ [$21.205)
EL1G (31501 (€319 € [$413])

198 (274)

4

Note. € = Buro, Approximaie monetary equivalents are provided in U.S. dofars,

failing to provide evidence ta support either a taxonic of a dimen-
sional view of Internet sports gambling.

MAMBAC, The MAMBAC procedure produced six plots as
shown in Appendix B. As with the MAXCOV procedures, a visual
inspection of the MAMBAC plots failed to yield evidence of a
characteristic underlying taxonic structure. In addition, as with the
MAXCOV analysis, the CCFL (Ruscio et al., 2007) was ambiguaus
(.56} and consistent with the comparison aggregate curve pre-
sented in Figure 2, which daes not clearly indicate the research
data to be similar to either prototype. Taken together, these results
fail to provide evidence supporting either a taxonic o a dimen-
sional view of Internet sports pambling,

Discussion

This study is the first taxometric analysis of actaal Internet
sports gambling behavior. The results of two taxometric proce-
dures failed to provide suppornt for the presence of a taxonic
structure underlying Internet sports gambling. The essence of
taxametric analysis lies in the consistency among and within
different procedures. Neither tuxometric procedure in this study
demonstrated clear evidence of taxouicity.

Researchers sometimes interpret the Juck of consistent evidence
of taxonicity as evidence for a dimensional latent structure {Cuesta
et al., 2007; Frazier, Youngstrom, & Naugle, 2007; Ginestet,
Mitchell, & Welman, 2008; Silove et al,, 2007). Given that this is
a new area of inquiry, we prefer & more conservative interpreta-
tion. More research is necessary to clarify whether other measures
of gambling activity and/or other aggregation methods (e.g., max-
imums and periods of peak activity) andfor other types of gam-
bling might reveal several taxa or an underlying taxon of excessive
pambling.

{dentifying taxa is a complex process that can yield mixed
results. For example, the taxometric research focusing on nicotine
and alcohol dependence provides conflicting results regarding the
atent structure of these disorders. Ginestet et al. (2008) demon-
strated dimensional structure of nicotine dependence; however,
other researchers reporied that smoking variables might reflect

Tuble 2
Indicator Distribution Skew and Kuriosis

Variable Skew Kurtosis
Total smount wagered B3 10203
Total amount Jost 593 £S04
Total number of bets 7.57 Q130

both an underlying categorical structuse and an Undexlying dimen-
sional ane (Goedeker & Tiffany, 2008). Similutly, Slade et al.
identified  dimensional structure underlying alcohol dependence
(Stade, Grove, & Teesson, 2009), but other researchers report that
a taxonic stracture better represents this disorder (Walters, Hennig,
Negola, & Fricke, 2009}, Disordered gambiing can be added to
nicotine und alcehol dependence as disorders needing further
rescarch to elarify their underlying nature,

The goal of this study was to examine whether there is a distinet
category or taxon associated with extreme Internet gamblers as
defined by their betting characteristics. Evidence of such a taxon
would imply that recreational Internet gamblers are qualitatively
different from those who gamble excessively. Undesstanding the
distinet categories and characteristics between recreational and
disordered gamblers would help to guide researchers and clinicians
alike to the important influential associations between excessive
gambling and player aruibutes. For example, a taxon iy likely to
reflect distinct patterns of comorbidity, newal subsirates, and
nenropsychological and genetic correlutes associated with recre-
ational gamblers compared with disordered gamblers. Tdentifying
the characteristics of a taxon for disordered gambling would have
important implications for clinicians, policy makers. regulators.
the heatth care industry, and the gaming industry. Por example,
currently few pambiers receive insurance reimbuarsement for the
tremtment of pathological gambling despite its inclusion in the
DSM-IV. Identifying a uniquely, and qualitatively different group
of gamblers compared with recreational gamblers suggests that
disordered gambling has an underlying architecture similar to
other taxonic psychopathologies. For example, schizotypy (Golden
& Meeht, 1979; Korfine & Lenzenweger, 1995; but seeRawlings,
Withimms, Haslam, & Claridge, 2008, for dimensional results) amst
autismerelated cognitive dysfunction (Munson et al,, 2008) have a
strong evidence base supporting a categorical pesspective, As with
these ather disorders, if a discrete taxanic structure reflects the
features of disordered gamblers, this finding holds important im-
plications for aceurate dingnosis, effective treatment, early identi-
tication of risk, and improved understunding of etiology (Beau-
chaine, 2007). Armed with such s finding, researchers and
clinicians should be able to stratity disordered gamblers and their
unigue characteristics to better inform treatment, gambling-refated
public policy, neurogenetic research, and treatment outcome niea-
SULES, ’

Alternatively, a dimensional view of Internet sports gambling
would suggest that there is no qualitative distinetion between the
characteristics of vecreational and disordered gamblers. This con-
clusion would have important implications for puhlic policy, the
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Research data

Taxanic comparison data

239

Dimensionai comparison data

Covariance

12 3 4 5 6

224 intervals

Figure 1. MAXCOV plots: Parameter matched research, shuulated faxonic, and simulated diseasionat data,

gaming industry, research, and clinical practice. For example,
finding a clear dimensional structure of gambling behavior encour-
ages the development of public policy that targets responsible
gambling programs, which should encourage new technology that
can limit excessive patterns of play instead of nying to idemify
players with distinctive personal risk characteristics, These respon-

comorbidity is more common than ot (Cumingham-Williams,
Cottler, Compton, Spitznagel, & Ben-Abdaltab, 2000). A dimen-
stonal model of disordered gambling implies that co-occurring
gambling, alcohol, and drug use disorders might reflect a single
addiction syndrome (e.g., the syndrome mode! of addiction (Shaf-
fer, LaPlante, et al., 2004) instead of co-occurring distinet and

sible gambling programs atso might emy units to bling
opportunities, Similarly, researchers need to develop and imple-
ment continuous measures of gambling to replace the more com-
mon existing categorical diaguostic tools that are traditionally
included in most psychiatric classification systems. As an ilhstra-
tion, the DSM-IV typically uses a categorival diagnostic approach
for most psychiatric disorders, including patbological gambling;
that is, an individuat either has the disorder or does not. However,
a dimensional view of gambling suggests that nosologists nced to
develop tools that can identify the quantitative differences among
gamblers with mild, subdiagnostic signs and symptoms compared
with gamblers who have more moderate or severe signs and
symptoms. Advancing an improved understanding of these dimen-
sional differences witl permit clinicians to refine treatment plan-
ning distinctions so that they cun allocate clinical resources to
patients with different levels of need,

A dimensional model of Internet sporis gambling also would
have important implications for the treatment of gambling and
co-oeeursing problems (Widiger & Mulling-Sweantt, 2005). Re-
search shows that, in some cases, dimensional models provide
more valid explanations of comorbidity than de categorical models
{Widiger & Samuel, 2005). For many disorders, including alcohol
dependence, substance dependence, and pathological gambling,

Research data

Taxonic comparison data

separate psycl fogies. Dimensional findings would encour-
age clinicians o assess pathological gambling, ke most anxiety
and mood disorders, using behavioral features that are shaved by
the peneral population,

In the absence of definitive resuits, it is important to emphusize
that there iy value to both & categorical and a dimensional view of
gambling (Peralta & Cuesta, 2007). Clinicians can infegrate the
categorical and dimensional approaches; they should apply each
for specific purposes (Kraemer, Noda, & O’Hara, 2004), For
example, the dimensional perspective can guide clinicians and
researchers to track symptom intensity and severity during treat-
ment or when evaluating the efficacy of prevention efforts. A
dimensional approach can help clinicians prepare patients for
Tong-term treatment outcomes: gambling and risk taking are in-
hesent in many aspects of life, so researchers should evaluate
treatment oucomes snd prevention efficacy against a continuous
tandscape of risk taking instead of a gambiing-—no pambling di-
chotomy. Alternatively, a categorical approach is useful to solve
the pragmatic administrative needs associated with patient group-
ing, insurance billing, or public health program resource alloca-
tion,

The categosical interpretation of dimensional data may have
important public health value. For example, there are coromonly

Dimensional comparison date

Mean difference
0.00 952 CO4 046
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Figure 2. MAMBAC plats: Parameter statched research, sinwltated taxouic, and simulated dimensional data.
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applied cutoffs for chalestero! and blood pressure used to identify
patients who need treatment, In our research, we are making
simitar efforts to identify cutoffs to distinguish gamblers who need
carly interventions,

Limitations and Strengths

As with all research, this study is not without its limitations,
Similar to the research focusing on other polentiul expressions of
addiction (e.g., nicotine and alcohol use), our findings were am-
biguous, failing to provide evidence for a disordered gambling
xon. This uncertainty might be the result of methodotogical
considerations, such as indicator selection, data distribytion abnor-
malities, andfor the multidimensionality of the phenomenan under
investigation. The results indicating whether disordered gambling
behavior is continuous or categorical depend on the selection of
indicators, Our indicator selection was informed by previous stud-
ies {LaRrie et al, 2008; LuPlante er al, 2008) and the data
reduction analyses specific to this study. Thercfore, it is possible
that otber indicatoss (e.g., duration, frequency) might be more
sensitive indices of an underlying categorical strocture, We have
no external criterid such as diagnostic criteria of DSM-IV-based
gambling-related problems) that could be examined for concurrent
validity of the indicators, Qur data have strong positive skews for
all variables, and gambling behavior is Hable to substantial kurto-
sis. However, several simulation studies demonstrated the robust-
ness of MAMBAC and MAXCOV procedures using skewed in-
dicators (Cleland & Hastam, 1996, Hastam & Cleland, 1996;
Ruscio & Kaczetow, 2009)

Taxometrie analyses of low base-rate behaviors can be prob-
fematic. Schmidt et al. (2004) recommended that members of the
assumed taxon compose at least 10% of the anmalytic sample.
General poputation surveys, however, reveal that the prevalence of
people who currently satisfy clinical criteria to qualify as disor-
dered (e.g., pathologicat) gamblers is considerably less thon 10%
(Kessler et al., 2005; Shaffer et al,, 1997), However, these surveys
did not indicate the relative prevalence of disorder among Internet
sports gamblers. Absent such a prevalence estimate, we considered
it necessary to finit the analytic sample to increase the proportion
of potential taxon members: those Internet gamblers most likely to
qualify as pathological gamblers. Further, because excessive fi-
nancial costs often accompany characteristics of disordered gam-
bling, we fimited ibe analytic sample to the most heavily involved
bettors because this group loses the most money. Nevertheless,
these efforts do not guarantee that the analytic sample has an
adequats mix of txonic and nontaxonic gamblers, If the sample
was composed almost exclusively of one geoup or the other, we
could not identify a taxonic outcome.

In this study, we measured gambling involveiment by aggregat-
ing behaviors aver time, Among behavioral problems, measures of
total involvement or conswmption might not identily excessive
episodic behavior {e.g., binge drinking) Aggregations also might
not recognize people who were once heavily involved but who
adapt and continue to gamble moderately or peaple with a long
history of moderate gambling who are just beginning to enter a
pertod of excessive play. Although these conditions might allow
some disordered gamblers to escape detection, excessive financial
burdens generally exhaust resources and farce gamblers to discon-

tinue play, bwin does not extend credit or arrange for other than
cash and cash equivalent bets,

Previous taxometric studies frequenily used another taxametric
procedure—~MAXEIG—in addition to MAXCOV and MAMBAC.
However, recent research demonstrated almost complete redun-
daucy between MAXEIG and MAXCOV procedures (Ruscio et
al,, 2010, Walters & Ruscio, 2010). Consequently, we decided to
report the results of only two procedures.

Despite these limitations, this study has mupy important
strengths. One of the substantial advantages of our analysis is the
use of a large sample. Increasing the sample size is the best
solution for avoiding many hazards associated with taxometric
analyses, including the difficalty of graph interpretation (Schmidt
et al., 2004}, However, even with x large sample size, it is impor-
tant to recognize the impartance of indicator validity and indicator
correlations within putative groups for the analysis. Auother im-
portant advantage of this study is that we used continuously
disuibuted indicators. Taxometric analyses often fail because of
the absence of continuous measures. For example, psychiatric
research often uses Likert-type Jnterval scales as operational mea-
sures of one or more variables (Schmidi et al, 2004). Interval
scales typically divide indicator variables into few intervals: this
decreases the power of the taxometric analysis and limits the
liketihood of identifying a taxon. To provide u robust taxometric
test of excessive gambling, we used continuous measures of gam-
bling behavior (i.e., total number of bets, total money wagered, and
total money lost). With a substantial sample size and continuous
mensures, our study had appropriate design parameters for its
investigative objectives,

Conclusion

Despite optimizing the opportuity to identify the taxonic latent
structure underlying excessive gambling, our resulis failed to sup-
port a categorical understanding of excessive Internet sports gam-
bling behavior. Given the limitations of the analyses and the fact
that this article represents the first attempt to address the question
of Iatent structore of actual Internet sports gambling data, it is
mportant to use caution while interproting these resubs, It might
be oo early to declare that excessive gambling behavior is not
quatitatively different from recreational sports gambling. Current
evidence suggests that excessive gamblers share tbe behavioral
features of gambling with their recreational gambling counterparts
and that disordered gamblers reside at the extreme of the dimen-
sions that underlie the distributions that characterize these behav-
0TS,
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MAMBAC Curves Plots
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Objective: To identify patterns of sports gambling
that discriminate sports bettors with self-reported
gambling-related problems from sports bettors
without such difficulties,

Methods: Secondary data analysis of the actual
betting behavior observed during the first 2 years of
a longitudinal study of 47,134 subscribers to an
Internet sports gambling site. This sample included
the gambling behavior of 679 bettors who
seif-reported the reason for closing their accounts
during that period. We contrasted the behavior of
those who closed their accounts because of
gambling-related problems (=215, 32%) to the
behavior of ether account closers (ACs) who were
either not satisfied with the service (z1= 113, 17%) or
110 loniger interested in betting (n =351, 52%),
Resuldts: Exploratory multivariate diseriminang
function analyses identified a sub-group of
approximately hall the ACs with gambling-related
problems who exhibited a homogeneous and distinct
pattern of sports-betting behavior, Compared to
other ACs, this sub-group made more and larger
bets, bet more frequently, and were more likely to
exhibit intense betting soon after envoliment. The
group estimation formula derived from this prote-
type applied to an independent sample of ACs
confirmed the prevalence of this distinct gambling
pattern,

Conclusion: Because Internet gambling provides a
unique opportunity to study actual gambling
behaviar, it is possible to identify betting patterns
that can lead to the development of
gambling-related probiems. This pattern recognition
can inform the development of interventions to help
disordered gamhlers recognize their risky behavior
and avoid further problems,

Keywords:  Gambling,  laternet,  Internet  gambling,
gambling  problems,  self-exclusion, disordered  gamiling,
sports betting

INTRODUCTION

Ioternet gambling is. one of the fastest growing
gambling-refated  industries - (Christiansen  Capital
Advisors, 2006). Research now shows that in many
Jurisdictions, patticipation in Internet gambling has
grown during the past 10 years. For example, a survey
conducted ducing 1999 and 2000 (Welte, Barnes,
Wieczorek, & Tidwell, 2004) reported that 0.4% of
US aduits had gambled on the Internet during the last
year, During 2005 through 2007, the same research
group conducted a survey of US adolescents and young
adults; they observed that 2% of the sample reported
Internet gambling experience (Welte, Barnes, Tidwell,
& Hoffman, 2009). Using the 2007 British survey dais,
Griffiths, Wardle, Orford, Sproston, and Erens (2009)
reporied that 6% of those surveyed used the Internet to
gamble in the last year (ic., they reported gambling
online, betting online, and/or gambling using a betiing
exchange).

The rapid expansion of Internet gambling access
stimufated public health concerns among policymakers
(e.g., Richtel, 20043 and advocates (e.g., No More
Gambling, 2004-2005). Researchers have echoed sim-
itar concerns (e.g., Smeaton & Griffiths, 2004) and
raised additional worry that some Internet gambling
features, such as ease of access, privacy of use, and
paps in the regulation of onling betting services, pose
special risks for the development of gambling-related
problems (Griffiths, 2003). .
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Risk detection and markers for internet

gambling problems

Medical science makes use of biomarkers to signal
normal or absormal processes, ov 1o Klentify the
presence of a condition or disease. Biomarkers can
measure the propress of a disease or reflect a response
1o treatment. The Jogical parallel to molecular markers
is behavioral markers. Clinicians observe behavioral
markers associated with disease states to aid diagnosis
and weatment; later, behavioral markers can measure
response to interventions, The syndrome model of
addiction (Shaffer et al., 2004}, for example, includes
risk factors, temporally distal or proximal hiomarkers,
and behavioral markers for addiction. Some behaviors,
such as betting patterns, can be proximal to the
development of gambling-related problems. Potential
primary sources of information related to risk factors
and disease markers include the literature focusing on
(1) gambling problems cmanating from Jand-bused
gambling activities and (2} Internet gambling. Land-
based gambling provides setfvreported information
about betting activity from pamblers traveling to
public venues. lmternet gambling provides actual
records of betting activity from gamblers with jmme-
diate, private access to gambling, The similarities and
the differenees for the risk factors and disease markers
between these information sources hold significant
potential to enhance our understanding of gambling
addiction and treatment.

Research about Internet gambling
Qur recent search of the Htermture (Shaffer, Peller,
L.aPlante, Nelson, & LaBrie, 2010), using the PubMed
and PsychINFO search engines with the search terms
“interniet [AND] gambling,” identified 1 articles
released through March 7, 2008, excluding our own
Internet gambling publications. Ten of these articles
met criteria for original guantitative empivical studies
of Internet gambling, These original studies used
<o i snmples: three pled Internet gamblers
{(Wood & Williams, 2607, Wood, Williams, & Lawion,
2007; Woolley, 2003), two free care medical and dental
patients (Ladd & Petry, 2002; Petry et al,, 2006), two
college students (Petry & Weinstock, 2007, Weod,
Griffiths, & Parke, 2007), one college athletes {(Kerber,
2005), one casino patrons (Woodrull & Gregory,
2005), and one employees of a university health
cepter (Petry & Maliyn, 2004), We updated this
search to include publications available through the
end of January 2009; we also identificd an additional
qualifying report {not authored by us) that is the only
study of Internet gamblers from a nationally represen-
tative sample (ie, the 2007 British Gambling
Prevalence Survey, Griffiths et al., 2009). The fact
that the gaumbling behavior represented in this study is
bused on setf-report limits and compromises our ability
to draw sound conclusions from this research.

Our literature search yielded 2 single study in the
peer-reviewed lerature that used actual gambling

behavior recorded within an Infernct enviconment.
Fiedler and Rock (2009) examined data from the
records of poker hands to help determine whether
poker {s 4 pame of skill or chance — a topic not relevant
10 our interest in disordercd gambling.

Studies of actual gambling behavior
Internet gambling yields records of unprecedented
detail: computer systems accurately record and store
virtuaily every keystroke, Recognizing the epportunity
for research, the Division on Addictions and bwin
Interactive  Entertainment, AG formed a research
coliaboration (detailed in Shaffer et al, 2010) to
promote responsible gambling. The computer resources
intepgral ta the Internet permit a new research paradigm
that can revolutionize data collection, fn general, and
gambling patterns, in particular, by focusing on actual
behavior rather than only self-report. Within this
collaborative, bwin  provides access 1o vavious
Internet gambling information, including both the
placing of bets on the outcome of sporting events and
participation in various games (e.g., casino-type games,
ather games and lotteries, and poker). Duving the data
coflection period reported here, bwin was primarily a
sports betting venue, More than three-quarters of the
seif-excluders in this study wagered a majority of their
maonies on sports. Compared to other betting opportu-
nities offered by bwin, sports betting is more easily
characterized and measured, At the moment, bwin
offers BS casino-type parses ranging from simulated
stot machines to baccarat. Simitarly, there are 61 other
ganmes Including backgammon and virtual horse racing.
The large number of game types yields a wide range of
characteristics, such as house-odds and time required to
complete a game. Poker is more standardized but in
this data collection, there were too few self-excluders
with gambling-related problems (ie,, =10y for
analysis. This study and others mentioned below used
information gathered from Internet sports gamblers.
A major goal of the Mwin-division collaborative
ressarch project is to identify procedwres to protect
Internet pamblers who are at risk for developing
problems, For example, in one study (Broda et al,
2008), we examined the effect of bwin’s defined
¢ limits of €5000 within a 3(0-day period, and
€1000 within 24 hours. That study showed that
deposits seldom approached the house limits and,
when exceeded, subsequent gambling behavior did not
change from previous behavior. The collaborative
project has already produeed betting system modifica-
tions desipned to promote responsibie pambling, For
example, our study of bwin’s system ehange that aHows
players to install their own limits on deposits (Nelson
et al.,, 2008) revealed that sports ganiblers who elected
0 lower their allowed deposits played a wider variety
of games and placed more bets than prior to fmposing
theiy own limits. After imposing Huniits, self-linsiterg
reduced thelr gambling frequency, but increased the
amount they wagered per bet. A study of behavior
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during the fast month before sports gamblers closed
their accounts because of gambling-related problems
(Xuan & Shaffer, 2009) revealed a similar pattern of
increasingly risk-averse behavior of escalating stakes
on propositions with shorter odds. Time spent gam-
bling and less selective betting, not just money spent,
appear to be importam risk factors or behavioral
markers for developing gambling problems.

The evolution of our research on actual gambling
behavior has established the fovndation for examining
patterns of behavior that deviate from peneral tenden-
cies and have the potential to cause harm.

THIS STUDY

This study begins a program of resgarch that seeks to
recognize disordered gambling at the earliest moments
and retediate these difficulties. In this study, we
prospectively examine sports gambling behavior pat-
ternis consonant with excessive or maladaptive gamn-
bling behavior sufficient to cause pwin subscibers to
self-exclude themiselves from further betting. A behav-
joral marker of gambling-related problems is the
deciston by a gambler to self-exclude from gambling
opportunitie: Studies  of  seff~exclusion  from
fand-based casinos demoastrate that the very large
majority of people wha elect to self-exclude satisfy
clinical criteria for a gambling disorder (Ladouceur,
Jacques, Giroux, Ferland, & Leblond, 2000) in addi-
tion, self-excluders are a segment of the total popule
tion of people in need of gambling-related treatment
{LaBrie et al,, 2007),

The Internet equivalent of land-based casino
self-excluders is account closers (ACs) who identify
the reason [or excluding themselves as having prob-
lems due to gambling (problem gambling account
closers {(PGACs), We expect PGACs, like their land-
based casino counterparts, recognize that their gam-
bling behavior is becoming unhealthy and are taking
steps toward remediation: in this case, closing thejr
account, However, unhealthy behavior is not synony-
mous with excessive risks and intolerable losses. For
example, Internet sports bettors who chose to limit the
amount of mouey they could bet (Nelson et al,, 2008)
included self-timiters who did not exhibit excessive
betting behavior prior to the decision to fimit play.
Similarly, we expect that some PGACs will not exhibit
recognizably extreinc betting patterns  and  might
inclwde winners, Neglecting other responsibilities to
gamble and exeessive time spent deciding on a bet are
examples of non-monetary problematic behaviors. If is
also possible that positive betting outcomes at bwin
were inconsistent with large fosses at other gambling
venues, However, excessive and intolerable losses are
the most commaon causes of problems for bettors and
their significant others, and these patterns are observe
able in betting records. We hypothe: that there wil
be PGACs who share common, exaggerated gambling
behaviors that are distinet from the behavior of people

NET SPORTS GAMBLING 3

3 BN

whe gamble without problems. The Internet’s data
collection capabilities allow scientists to analyze the
accurate records of actual gambling behavior uncon-
strained by the problems associated with self-recall
{e.g.. Baumeister, Vohs, & Funder, 2007; Nisbett &
Wilson, 1977) and self-reporting {e.g., Shaffer et al,
2010; Willlams & Wood, 2004). This study represents
the first ever investigation of actual gambling dynamics
that mark a path to the emergence of Interpet
gambling-related problems. Qur goal was to determine
whether it is possible to identify individuals who
self-identify as having gambling-reiated problems
based on their Tnternet gambling behavior. We hypoth-
esized that sports pamblers who decided to exclude
themselves from further gambling for gambling-related
reasons would: (1) include sports gamblers who exhibit
shared problematic gambling behaviors; {2) vepresent
an homogeneous gambling pattern that would be
distinet from the gambling behavior of their counter-
parts who also identified gambling-related problems as
a reason for excluding themselves; and (3) be distinet
from people who excluded themselves from further
pambling for other reasons. The research objective for
this study was to generate a predictive formula that
could mark patterns of Internet sports gambling
behaviors that lead to pambling-related problems.
We further hypothesized thal application of this
strategy 1o an independent validation sample would
confirm that these behavioral markers were not unduly
influenced by sample-bound idiosyncrasies,

METHODS

There are many clustering strategies and procedures
that might achieve the researely objectives of this study,
In aft coses, we would need to analyze the resulting
groups (i.e, clusters of people with similar cha
isties) further to define the characteristics that diser
imate these groups. For example, we can identify
defining chavacteristics that distinguish groups by
submitting them 1o a multivariate discriminant function
analysis (MDFA}. In this cxploration for distinct
PGACs, we created the three group study sample by
using the three different veasons for accomnt closing.
We used MDFA 1o identify the homogencous groups
within. PGACs by Ffirst analyzing the differences
between PGACs and other ACs and then comparing
the PGACs who could be discriminated from other
ACs to PGACs who were not distinct. The objective of
this analysis is to define & “‘pure group.” A “‘pure
group’” analysis hypothesizes that there exist homoge-
necus groups of individuals whose gambling-refated
behavior distinguishes them from other gamblers in &
relinble and predictable way. This epy yields a set
of markers for the development of gambling-related
problems by successively identifying and removing
from consideration the groups of individuals whase
sparts gambling behavior is NOT distinctive and
therefore not able to be discriminated from other
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sports gamblers. When repeated discriminative analy-
ses o fonger identify for removal any indistinet groups
of individuals, the ¥ ining individuals represent a
“pure group,’’ ready for characterization and testing,
In this case, testing means determining that the
behavior of the group is distinct and that the members
are part of a. defined group of interest; here,
setf-identified problem gamblers. Gamblers who
chose not to identify themselves as having problems
may also exhibit this distinct behavior, The variables,
or clusters of variables, which completely discriminate
the “‘pwre group”™ from similar others represent
predictive markers for the development of gambling-
related problems.

Participants
During the first 2 years of the collaborative fongitudi-
nal study, bwin had a procedure in place that offered
ACs the opportunity to choose ong of the three reasons
for closing their account, This procedure provided us
with the opportunity to acquire purposive samples of
ACs who did and did not endorse pambling-related
problems as their motive for closing their aceounts,
This study relies on two samples: (1) a model
development sample and (2) & model validation
sample. Figure | presents the procedure that resvlted
in the model development sample of 689 ACs identi-
fied dwing the 2-year follow-up of the longitudinal
cohort of 48,114 sports bettors, As Figure | shows, we
employed four selection criteria to identify study
participants: {1} formally closing an account before
the end of the 2-year study pericd; (2) at the closing,
choosing to offer the reason for closing by selecting
one of the three proffercd choices (i.e., they were not
satistied with bwin services or they had no further
interest in gambling, or gambling-related problems),
{3) being a sports bettor, operationally defined as
making bets on sposting events for more than 3 days
and placing the majority of total stakes on sparting
events, and (4) experiencing a net 1oss in sports bets,
As noted earlier, we did not expect that all PGACs
closed their accounts because of intolerable losses.
Some PGACS (=21, 0%} were net winners, We
climinated the net winners because they could not
contribute to the focus of this study. Consequently, the
sample for analyses of betting behavior that might
mark gambling-refated problems is composed of 113
unsatisfied ACs, 351 no Jonger interested ACs, and 215
ACs with self-identified gambling-related problems.
The validation sample comprised of an independent
but matched group of bwin sports bettors who were not
members of our already established longitudinal
cohort. We evaluated a cohort of sports bettors who
enrolied in Awin during March 20035, using the same
criteria as our fongitudinal cohort. This process iden-
tified 65 ACs who closed their accounts for gambling-
related problems during the same period of observation
as the original longitudinal sample. This vatidation
sample is smaller due to the monthly variation in total

cnroliments experienced during the early days of
bwin's development,

Measures

The dependent measures of gambling behavior sum-
marize the participants’ daily aggregates of betting
activity from the bettors” first 1o last day of sports
betting for the 2 years of observation bepinning
Febsuary 1, 2005, Dwin offers two types of bets
within their sports betting propositions: fixed-odds bets
on the outcomes of sporting events or games and
live-nction hets on propositions about outcomes within
a sporting event, This study aggregated the bets made
on both fixed-odds and live-action type bets. The daily
betiing activity records include winnings credited 1o the
bettors’ accourtts on that day and can include outcomes
{rom wagers made on previous days.

We employed four composite measurves of gambling
behavior that susuned the daily information: (1) the
total Number of Bets; (2) Total Money Wagered;
(3} Total Winnings: and (4) Active Days, the towl
number of days with a recorded transaction. We
computed the Duoration of sports gambling involvement
as the munber of days from the date of the first bet w
date of the last bet. The Frequency of involvement is
the percent of Active Days within the Duration period.
We calculated the average bets per day (Bets per Day)
by dividing the total Number of Bets made by the
Active Days and the average size of bets {Average Bet}
by dividing the Total Money Wapered by the total
Number of Bets. The net resalt of gambling (i.e., Net
Loss) is the difference between Total Money Wagered
and Total Winnings. The dominant outcome is a loss
and, by subtracting Total Winnings {rom Total Money
Wagered, positive values of Net Loss indicate the total
cost of gambling, Converting Net Loss to a percent of
Total Money Wagered {i.e., Percent Lost) provides an
index of losses that is independent of the total amount
wagered. The large number of cobort members who
wager infrequently and moderately skew these mea-
sures of betting behavior (LaBrie, LaPlante, Nelson,
Schumanu, & Shatfer, 2007). We removed the skew by
converting measwes to patora fogs.

Statistical analyses

We applied a series of MDFA3 to investigate the
presence of a sub-group of FGACs whose betting
behavior would accurately discriminate them front
other PGACs. A stepwise discriminant function anal-
ysis entered messures from the battery of 10 gambling
nicasires. We entered each measure in the order of jts
contribution to discrimination as measured by Wilks
Lambda (SPSS Inc., 2008). This procedure entered
dependent measures until the contribution to diserim-
ination of the best remaining measure was not statis»
tically significant. At that point, the classification
procedore grouped subjects according to their diserini-
inant scores from the estimation equation assuming
equal « priori probabilities of group mernbership
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(ie., independent of differences in the size of the of participants, categorized by thelr selfireported

groups). This report provides descriptive statistics of
the gambling measures for the unique and non-unique
groups of PGACs and the comeltions between the
statistically significant discriminant vaciables for each
zroup.

To measure potential shifts in the accuracy of
estimation due to sample-bound idiosynerasies, we
applied the final discriminant model w the validation
sample of win participants who were not members of
the original longitudinal sample; we described this
group eartier.

RESULTS

Modeling distinctive sports gambling behavior

We conducted the first exploratory MDFA to identify
the variables that discriminated the three groups

account closing reason. This analysis identified two
statistically significant discriminators, Duration and
Total Winnings, The group of bettors who closed their
accounts because they were not satisfied with the
service they received could not be discriminated from
the other groups, Because of the poor contrast to the
other groups presented by this non-homogeneous
group, we eliminated them from subsequent analyses.
The second MDFA compared ACs who reporied
that they were no longer interested in bwin services
with the PGACs. Eliminating the non-distinet ACs who
reported their dissatisfaction with the service had litle
effect and the two-group analysis selected the same
sipgntfieant discriminators as before, Duration and Total
Winaings. This mode! correctly estimated the mem-
besship of two-thirds (n = 236, 67.2%) of the no longer
interested ACs. Half (n:= 108, 50.2%) of the PGACs
RIQOHTS
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Table 1 Discriminating gambling behavior of particips
distinet (M = 97) and non-distinet (V= 100} patterns of hehavior,

s who closod their accounts for gambling-rolated probloims (ACS) grouped by

Distinet ACs

Mean SD

Mean SD

istinet ACs

Eifect

Mensure Median Muedian [A{RER L

Froquency 3.6 0.6 40.7% 22 o8 1H0.2% 2344 219
Bess per Day 21 0.8 7.6 L3 0.7 38 596 {83
Average Bet® 2.0 14 €6.4 X3 Lo €38 134 0.52
Active Days. 4.} i B4 days 34 0.9 30 days 251 072

Notes: S, Standard deviation,
I Tsos.
*#$Groups significently difforent ( p<0.01) on all wecasures.

had distinct behaviors that discriminated them from the
no longer i d ACs and the r g half of the
PGACs.

The next MDFA compared the distinctive PGACs
{n =108} to the other PGACS (1 = 107}, In this model,
four measures contributed significantly to estimation:
Frequency, Bets per Day, Duration, and Total Wagers,
The classification correctly identified 92% of the
participants as distinctive or not. The accuracy of
classification was similar across groups: 93% (100
of 108) for distinctive PGACs and 91% (97 of 107) for
other PGACs. As noted eartier, 1o identily a marker of
potential risk for developing gambling-relaed prob-
{ems, we sought a completely aceueate formulation of
the distinctive behavior. To that end, we eliminated the
misclassified ACs and conducted another MFDA. This
reformulation again identified Frequency, Bets per
Day, Duration, and Totl Wagers as significant
discriminators. This MFDA yielded skightly modified
discriminant function weights, and accurately classified
the 100% of the PGACs as distinctive or not, The final
discriminant function veduced the number of no longer
interested ACs that exhibited the distinctive PG-related
behavior from 115 to 96,

Describing the distinctive sports gambling behavior
Table 1 presents descriptive statisties for the final
MFDA measures that distinguish the distinct and non-
distinct PGACs, To arient these statistics to the eriginal
melrics, the gambling behavior of the two PGAC
groups differed significantly on all MFDA measures.
The effect sizes derived from the univariale test
statistics indicate a large group effect for ull behaviors,
To otient the behavioral characteristics to the ariginal
metric, Table I also includes the median values of the
untransformed measures, The distinet PGACs exhibit
more intense gambling activity condensed into 2
shorter betting period,

In addition 1o ditferences in magnitude, MDFA uses
differences in intercorvelations to discriminate among
groups. Table I shows that the corretations between
pairs of discriminating variables are markedly different

i

Table T, Pearson correlations beoween Jog-transformed dis
minating measures for patticipants who closed their scconats for
gambling-velated problems grouped by distingt (¥ =97, above
the diagonal in bold) and non-distinet {N=100. helow the
diagonal) patterns of hebavior.

Bets per Average  Aclive
Measure Frequensy Day Bet Days
Frequeney ~0.43 =0.32%% 0,09
Bets per Day - 012 F40%*
Average Bet +0.04 - F0.18
Active Days 0.4 .15 -
Note: *p <0.01; *%p <1001,
for several measures. The corrclations between

Frequency and (1) Bets per Day and (2) Active Days
are statistically significant for non-distinct PGACs but
not for the distinctive PGACs. Conversely, distinctive
PGACs exhibit a significant positive relation between
Active Days and Bets per Day; non-distinct PGACS
exhibit no correlation between these measures.

The standardized discrininant function coefficients
{SC) indicate cach variable’s relative contribution to
discrimination and the association with the distinet
behavior pattern. Frequeney of play made the largest
contribution to discriimination (SC = 1.077). The dis-
tinet PGACs made more Bets per Day (SC==0.598})
and larger Aversge Bets (SCw=0.556) than the
non-distinct PGACs. The total number of Active
Days  bad  a  smaller, negative  coeflicient
{SC=—0.322). The discriminant function identifies
distinct gamblers by the combination of Frequent play
days in relative briefer periods of play compared to
their non-distinct counterparts, The discriminant scores

for the non-distinet group ranged from —4.60 1o —0.06
This

and for the distinct group from 0.06 to 4.5
formulation defines negative discriminant seor
associated with non-distinet PGACs and positive scores
associated with PGACs who have a distinctive betting
behavioy.
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Figivee 2, Seaiter plot and regression line of Frequency by Active Days for PGACs with distinet and non-distinct disordered gambling

bebavior marker.

Application to the vaiidation sample

We applied the discriminant function 1o the validation
group, i.e., PGACs in the cohost of bwin sports bettors
who enrolled dwring the month after the original
tongitudinal sample enrolled. The discriminant scores
for 32 PGACs {49.2%) were negative (—4.18 to —-0.11)
and indicated that they exhibited non-distinct patterns
of gambling behavior. The other 33 PGACs (50.8%)
had positive discriminant scores ((.07-4.32) consonant
with the distinctive betting pattern, As with the original
longitdinal sample, the discriminant function scores of
the two groups of PGACs in the validation sample did
not overlap (i.e., there were no scores in the region
between the largest score in non-distinct group score,
~0.0F, and the smallest score in the distinet
group, +0.07).

DiSCUSSION

This study ilustrates the process of idemtifying behav-
ioral markers for health visks, in general, and patho-
logical gmmbling, in particular. By taking advantage of
an opportunity to acquire a targeted (e, purposive)
sample of Iernet sports gamblers who closed their
gambling accounts and identificd having gambling-
related problems as the reasan for doing so, we
identified a pattern of behavior unique to about half

of the ACs. A diseriminant function based on four
empirically derived behaviors was 100% accurale in
estimating membership in the two groups. The behav-
joral markers in this model were: (1) placing more bets;
(2) placing larger bets; (3) betting more frequently; and
{4) betting ntensely soon after enrofiment. We applied
the behavioral markers 1o an independent validation
sample and confirmed that we could replicate the
identification of the distinct behavior pattern associated
with the onset of gambling-refated problems. The
prevalence of ACs with the behavieral marker in
the independent sample marched the prevalence in the
original sample, thus confirming that the original
formulation was  not  unduly  influenced by
sample-bound idiosyncrasies.

The distinct PGACs risked and lost niore money
than non-distinet PGACs. The distinct PGACs lost
more money in a shorter period (i.e., a median of 252
days from the first to the last bet compared to 353 days
for other PGACs) by betting more frequently (Le., a
median of 64 days compared to 30 days). Figwe 2
shows Frequency {the percent of days active within the
total duration of play) distributed by Active Days (total
betting days from the first to the last betting day).
Figure 2 illustrates a behavior that is chavacteristic of
the more intense players. Distinct PGACs rarely let a
day go by without betting. Frequent betting is clearly
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Figure 3. Scater plot and regression fine of Bets per Day by Active Days for PGACs with distinet and non-distinet disordered pambling

behavior marker.

marked for the distinctive group with relatively few
total days of betting. Figure 3 shows another measure,
Bets per Day, distributed by Active Days. The distinct
PGACs make more Bets per Day than the non-distinet
PGACs. In this case, the distinct group with relatively
more total days of betting also tends to place more hets,
an acceleration not exhibited by the other PGACs,
These figures sugpest that the distinet pattemns of
gambling behavior assoctated with PGACs pright be
recognizable after relatively few betting days for some
players because of their very frequent play. The pattern
of play also has measures that are distinct among
PGACs with relatively many days of active play.

The discussion above indicates how cumulative
sporis betting records identify a homogeneous group of
peaple who got into trouble because of their behavior.
However, the discussion above suggests that some
problem gamblers evidenced behavioral markers ewly
in their gambling pattern. Their number of bets and the
size of those bets are markedly larger than gamblers
without these markers. For example, betting every
other day is unusual given the tendency for many
sporting events 1o take place weekly. For some distinct
PGACs their infense gambling was telescoped into a
relatively short period of time. The discriminant
function provides scores that indicate how likely the
observed measures match those of the distinctive
PGACs., An application of these findings could be
used o enlenlgte discriminant scoves of players at
specific and successive accumulations of behavior.
Once calculated, these markers permit proprietors to

alert individuals whose successive scores maove in the
direction of gamblers with problems of that their
behavior is beginning to resemble that of a group of
bettors whao had to quit gambling beeause of problems
related to gambling,

The data in this stndy represent the cumulative
record of betting from the beginning to the end of play
at bwin. Live-action sporls bets provide betting choices
with variable odds (i.e., the proposition that a tennis
game will be won at love has higher odds than a win at

add). Previons research with Hwin ACs (Xuan &
Shaffer, 2009 used live-action spotis bets 1o examine

“chasing’’ during the days inunediately preceding
account closing. PGACs lost more money due o
placing larger bets, but contrary to conventional
expectation, they selected more consesvative betting
propositions with shorter odds.

It is possible that we might observe the distinct
multivariate profile of cumulative betting behavior
exhibited by some PGACs among continuing sports
Dettors. Among the somatic ilinesses, there are many
reasons why & marker might fail to identify an ilines
Similarly, players might have large resources, and
excessive losses do not result in problems. Fusther, the
disordered behavior might be episodic and not revealed
in the total cumulative behavior; the bebavior might
have been only recently adopted; participants exhibit-
ing the pattern might not close their account but simply
not wse this portal for gambling activities; the pattern
of pambling evidenced by distinct PGACs might be
adopted by players with Targe personal resources for
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whom the financial burden is not a problem, et
However, this study’s primary research objective was
to identify a behavioral marker or set of markers that
could accurately identify behavior patterns that led
bettors to seek relief from gambling-related problems
by closiog their accounts. Classifying cases according
1o etiofogical markers is a worthy goal for contempo-
rary public health workers. Evidence-hased muedicine,
as an enterprise, reflects this objective by offering
empiricat evidence to guide diagnostic and treatoent
activitics. As scientists begin to identify biological and
behavioral markers with better precision, new and
carfier interventions become possible, The behavioral
patterns of Internet gamblers provide an important
opportunity to apply the stratepgy of identifying and
using behavioral markers to intervene and interrupt
developmental psychopathology. The estimated prob-
ability of group membership produced by a multivar-
iate discriminant function does not depend selely on
the quantities of the measures, The multivariate
classification method does not ecnvert into a systern
of univariate thresholds. A practical application of this
study’s discriminant function for monitoring ongoing
behavior would apply the function to a bettor’s
cumulating betting bistory to detect progress toward
the distinct profile exhibited by players who sought
relief from gambling-refated problems by closing their
accounts.

Figures 2 and 3 show that the betting behaviors
evidenced by the group of distinct ACs might be
composed ol sub-groups; if 50, it should be possible to
discriminate these sub-proups from each other, thereby
improving the utility of behavioral markers. Future
research will expand this study, investigate betting
behavior on other types of pames, and examine ihe
potential commonality across game types to develop
additional markers of risky Internet gambling behavior
that are universal across pame types.

LIMITATIONS

The participants in this research formaily applicd to
close their accounts and identified themselves as
having gambling-related problems. Both actions
rarely occwrred and the self-selected sample is rela-
tively unique. There i po additional information, such
as a pathological gambling assay, to determine whether
these players would meet diagnostic criteria for w
clinical disorder. A large number of PGACs shared the
pattern revealed in this analysis. There might be other,
less prevalent, disordered patierns discernable in a
larger sample. The distinct sub-group identificd in this
study evidenced a discernable set of behavioral
markers, However, more research is necesswry to
extend the identification of behavioral markers
among sports gamblers beyond this initial formulation,
Consequently, we have impl d changes in the
ongoing research collaboration procedures to provide

additional information that will support of our quest for
behavioral markers,

The pottern of behavioral markers identified in this
study is distinct within the context of typical sports
betting behavior, For most participants, sports betting
is a rather slow-moving activity: many sporting events
take place weekly. More rapid cyeling games, such as
casino games might require different measures and
differea formuiations to identify behavioral markers of
disordered gambling across game types,

Despite these limitations, one strength of this study
is that it provides the opportunity 1o use an information
base of actual individual betting transactions, However,
these records are limited to those bets placed with our
collaborating  research  partner, bwin  Interactive
Entertainment, AG. Some ACs might have placed
bets at other venues and any disordered behavior
associated with these venues might not be evident from
the bwin information.

CONCLUDING THOUGHTS

This study supports the proposition that monitoring
actual betting behavior is an appropriate initiative with
the potential to promote responsible gambling and
avoid disordered gambling. This study shows that we
can recogfize a sports betting pattern evidenced by
players who later declare that they are having
gambling-related prablems. The elements of this pat-
ern are markers associated with account closing.
Continuing research will need to identify markess
carly in the process, perhaps at the cost of some
precision, so that these markers will trigger interven-
tions early in the sequence of events that can inteyrupt
behavior and reduce associated penalties. Tt might be
that the pattern described here is an identifiable phase
within the development of responsible gambling. There
is evidence that this cohorl shows a general tendency to
exhibit a period of initial enthusiastic betting followed
by an adaptation 1o behavior thiat is more moderate
(LaPlante, Schumann, LaBrie, & Shatfer, 2008).
Scientists and clinicians need to deermine how to
integrate the information about distinct patterns of
betting  behavior into a system of markers and
interventions. However, until a system is in place, the
ability to detect, and perhaps even anticipate, disor-
dered behavior demonstrated by this research has
immediate  application  to promoting  healthier
behaviors.
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Abstract

Internct gambling s one of the fastest grawing gambling-related industries (Christian Capital
Advisers 2006). As the Intemet gambling industry cxpands, many stakeholders have created, or are
in the process of creating, gambling-refated policy. Policy makers promulgating these regulations
rely on professional opinions andfor conventional wisdoms related to Internet gambling to puide
them because of the lack of sufficicnt scientific rescarch. There is an ongoing need for quatity
empirical research to guide the development of public policies that surround Interne: gambling.
This articke summarizes the current state of scientific fescarch about Inrernet gambling by
identifying, describing, and critiquing the available pecr-reviewed Hiterature. To identfy the peer-
reviewed literature related to foternct gambling published between Januacy 1, 1967 and-March 7,
2008, we used the scarch term “Internee {AND] gambling” in the PubMed and PsychINFO
scarch engines. Of the 111 articles identified by our systematic search, only 30 inctuded. Inteiner.
gambling s a focus. The stady methods presented in the abstracts of these 30 articles indicase that
none included actual gambling behavior: 10 provided selfrcports of gambling behavior using
samples not representative of the general population, and 20 of the 30 artcles were commantaries.
In response to the clarion call to improve the state of psychological research (Baumeister et al.
2007), we have conducted research utilizing actual internet gambiing behavior. In contrast to prior
selbrepart and case study research, our investigations using actual Intemer gambling behavior
suggest an overall pattern of maderate Intcrnet gambling behavior (LaBrie et al. 2007).
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Introduction

Internet gambling is one of the fastest growing gambling-related industries (Christian
Capital Advisers 2006), Although some contend its worldwide growth is less than land-
based gambling (Miller 2006), the industry is thriving and expected to continue to grow
(Christian Capital Advisers 2006). As the Internet gambling industry expands, many
stakeholders have created, or are in the process of creating, gambling-related policy
despite the absence of empirical evidence. Many of the policy development efforts rely on
professional opinions and/or conventional wisdoms related to gambling, generally, and
Internet gambling, specifically. For cxample, most recently, the United States (US)
Congress passed the Unlawful Internct Gambling Act of 2006 (UIGA), which has
prevented legitimate Intemet gambling businesses from providing gambling opportunities
to a vast segment of potential customers (i.e., US citizens)., Some negative repercussions
of this Act have started to emerge (¢.g., hundreds of millions of Euros in capitalization
lost (Ruiz 2006), fines on the US by the World Trade Organization ta be paid to Aruba
(James 2007)); however, both positive and negative consequences are possibie. For
instance, the UIGA might meet its goal of minimizing online gambling among US
citizens and, in turn, minimize unsafe gambling-related activity among US citizens.
Alternatively, US citizens might gamble onling as much as they would have if it were
fegal, but use unscrupuious vendors to do so and loge the protections afforded by
regulated, legitimate commerce. Because scientific research is nor guiding the
development of public policies that surround Internet gambling, there is an ongoing
need for new empirical research about Internet gambling that can inform public policy.
The findings from this rescarch hold the potential to encourage the use of new
technology 1o conduct research that can advance our understanding of Internet gambling,
clarify the need for public policy efforts, and define best business practices for the
Internet gambling industry,

A shifting horizon: Advancing the assessment of aciual bekavior

Reliance on self-reports about behavior, as opposed to actual observations of behavior,
has become commonplace for researchers. It is likely that this reliance is due in part to
the perception by scientists that measurement instruments have become more reliable
and improved; in addition, investigators reduce study costs by substituting participant
recall for repeated observations over time, Reseatchers, however, have started to criticize
the measurement precision costs that derive from problems associated with self-report
and recall methods. Baumeister and co-workers for exasmple, recently noted that,
“psychology calls itsell the science of behavior...Yet some psychological subdisciplines
have never directly studied behavior, and studies on behavior are dwindling rapidly in
other subdisciplines”” (Baumeister ¢t al, 2007, p.396). The major concern related to the
exclusive use of self-reports is that actual behavior and self-reports of behavior are often
inconsistent (Baumeister et al. 2007). As with any ather pattern of human behavior, it
follows that an accurate epidemiology of Internet gambling behavior requires the
examination of actual Internet gambling behavior. Studies of actual Intemet gambling
behaviors might reveal patterns that are inconsistent with self-reported patterns of
Internet gambling; the incansistencies can result from self-reports that underestimate or
overestimate the actual behavior. The ability for scientists to shift from self-report to
actual behavior represents 2 methodological paradigm change for the field of gambling
studies,
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Present study

Currently, there is very little published cmpirical research about Internet gambling.
Consequently, it seems that, with some exceptions, theoretical propositions and opinion
papers represent most of the schofarly discussion surrounding Internet gambling, However,
a careful and systematic review of the extant literature is necessary to determine the actual
pattern of these papers. Therefore, the goal of this study is to identify systematically the
extant available scientific Hterature focusing on the play patterns associated with Internet
gambling; in addition, we will illustrate differences between the conclusions generated by
distinctive methods (i.e., selfsreport v, actual behavior) that have assessed the nawre of
Internet gambling. By providing a systematic approach to the identification of this literature,
we also offer a strategy that scientists can replicate in fauture studies to idendfy investigative
trends associated with Internct gambling research.

Methods and procedures

Qur appreach to this study was simple, yet systemadc. To identify the peer-reviewed
literature related to Internet gambling, we used the search terms “Internet {[AND]
gambling” in the PubMed and PsychINFO search engines; we limited this search to peer
reviewed studies published from January 1, 1967 to March 7, 2008. This search strategy
reviewed these terms in the titles, abstracts, keywords, and text of published articles from
a literawre of over 28 million references in PsychINFO and over 17 million references in
PubMED. We excluded our own existing Internet gambling publications from this sampie
for reasons that will be seif-evident when we discuss the results of this sirategy.

This search strategy identified 111 articles that met the search criteria, We excluded cight
book reviews from this total. Qur inspection of gbstracts from the remaining 103 articles
revealed that 56 did not address the conceptual junction of Internet and gambling; most of
these discussed Intermet addiction, addiction 1o nongambling game play or gambling
problems not related to the Internet. This left 47 articles that addressed Internet gambling. A
review of these 47 articles revealed that only 30 of them included Internet gambling as
a focus; in the other 17 papers, it was only a tangential inrerest. We reviewed the study
methods of these 30 articles and classified them according to the methodological approach.
We classified studies that did not present any original quantitative empirical data about
Internet gambling behavior as commentaries; these commentaties included studies that used
so few case reports (i.e., < 5) that these publications were not representative of the population
of cases from which these were drawn. We classified studies with orginal quantitative
empirical data about Intemet gambling behavier according to the study methods and
procedures; Seif-report surveys or studies of actual Internet gambling behavior,

Results

As Table I shows, we can classify two-thirds of the 30 articles identified by our systematic
search as commentaries and the remgining third as self-report surveys, Of the 20
commentaries, 16 were comments or reviews without data, two were case reports that
included less than five patients, and two were descriptions of Internet site characteristics.
Of the 10 seif-report surveys, none included representative samples from the general
population, All of these self-report surveys employed convenience samples: four sampled
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Table I Srudies identified by systematic search of internet gambling research (Excludes published and undet
review studies about actual Internet gambling behavior from the authors).

Study

{Griffiths 1990}

{Griffiths 1999)

{Griffiths 2003a)

{Griffiths et al. 2006)
{Griffiths and Wood 2000)
(Griffiths and Parke 2002}
{Hayer and Meyer 2003)
{Kerber 2009)

{King 1999}
(King and Buarak 1999}
(Ladd and Perry 2002)

(Laffey 2005)

(Latner 2006)
{Messeddian et al. 2004)
(Mitler 2000)

(Mitka 2001)

(Nower 2003)

(Petry 2006)

{(Petry and Matllya 2004)

{Petry and Weinstock 2007)
(Sevigny er al. 200%)

{Shafler 1996) )
(Smeaton and Griftichs 2004)
(Watson et al. 2004}

(Woag et al. 2007)

(Wood et al. 2007a)

(Wood and Williams 2007)
{Wood et al. 2007b)
{Woodruft and Gregory 2005}
(Woolley 2003)

Classification Sample

C Y Nat applicabl

Co y Nuot applicab

Commentary Not applicable

Cemmentary Not applicably

Ci ary Not applicab

Commentary Not applicable

Commentary Not applicable

Self-report Convenience sample of college athletes
at three sites (N = 636)

Commentary Neot applicable

Commentary Not applicable

Self-report

Couvenience sample of uninsured,
underprivileged medical and
dental patients (N = 369)

Commentary Not appiicable

Commentary Case study (N=1})

o y Nut applicab

Commentary Not applicable

Ci ¥y Not applicabl

Ci vy Not applicabl

Self-report Convenience sample of uninsured,
underpriviteged madicat and
dental patents (N = 1000)

Setf-report Convenience sample of university health

Seif-report

Commentary
Commeniary
Commentary
Commentary
Commentary
Seifereport

Self-report
Self-report
Self-report
Seif-report

center employeas (N = 906)
Convenience sample of coflege students (V= 904)
Description of Intérnet casino sites
Not spplicable
Desctiptions of UK Internet gambiing sites
Not applicable
Case studies (N=4)
Convenience sample of student Internet poker
players (N = 422}
Convenience sample of Internet gamblers (N
Convenience sample of Tnternes gamblers (N
Convenience sample of Detroit casino players (V=
Converience samples of Australian consumers (N == 2048)

Internet gamblers, two sampled free care medical and dental patients, one sampled college
students, one sampled college athletes, one sampled casino patrons, and one sampled
employees of a university health center. None of the articles identified by our systematc
search (other than our own) were studies of actual Internet gambling behavior, In the
discussion that follows, the studies reporting actual Interner gambling behavior originate
from our collaborative research program with bwin Interactive Entertaimmnent, A.G.

Commentaries abour Interner gambling behavior

Existing commuentaries debate and speculate about the impact and influence that Tnternet
gambling has en the public health. For example, in an attempt 1o clarify nomenclature,
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Shaffer (1996) and Shaffer et al. (2000) argue that the Internet, like other inanimate
objects, does not have inherent addictive properties; the Internet is virtual space between
computers, Addiction is the result of a relationship between people and objects or
activities of interest. Computers, or the information that computers deliver, can represent
these objects, but the Internet cannot. However, some commentaries speculate that
Internet gambling is a public health hazard that, by its ability to increase access to
consumers, has led to an increase in the prevalence of problem gamblers (Griffiths 1996,
1999, 2003a, 2003b; King 1999; King and Barak 1999; Griffiths and Parke 2002; Griffiths
et al, 2006). In particular, commentacies speculate that Internct-based gambling’s
structural characteristics (e.g., rapid event frequency, high pay out ratio) encourage
excessive berting. However, many of the cited Internct risk factors also exist among
noninternet-based gambling features {(e.g., slot machines, video poker machines, Keno)
and do not necessarily represent added risk. Commentaries also speculate that the
potential social isolation of Internet gambling consumers limits the use of safeguards that
might be able 1o reduce gambling-related problems; this difficuity, in rurn, might lead to
increased access by youth, unlimited access to cash flow, and gambling in inappropriate
places {c.g., gambling in the workplace (Griffiths 1999; King 1999; King and Barak 1999;
Griffiths and Wood 2000; Mitka 2001; Nawer 2003; Messerlian et al. 2004; Geiffiths et al,
2006)). Several commentaries recognize the need for empirical studies to substantiate
these speculations (Griffiths and Parke 20025 Hayer and Meyer 2003). The two anecdoral
case studies about Internet gambling among Parkinson’s patients do not serve to increase
the evidence base (Larner 2006; Wong et al, 2007); these anecdotal studies confound
variables that provide alternative explanations for the apparent association between
gambling-related problems and dopamine agonist pharmacotherapy. Two other commen-
taries suggest that few sites provide safeguards for Internet gambling consumers. Some
sites even use unscrupulous practices (e.g., inflated payout rates during the demo period)
to lure customers (Smeaton and Griffiths 2004; Sevigny et al. 2005). Numerous problems
that result from unregulated Internet gambling suggest it is necessary to improve
regulatory systems for Internet gambling websites (Watson et al. 2004; Laffey 2005; Milier
2006). However, empirical data is necessary to understand the existing patterns of Internet
gambling behavior. In short, speculations and cotnmentaries about Internet gambling
behavior can stimulate the development of hypotheses and models, however, these
publications are of limited utility to help develop and test parameters for safer Internet
gambling.

Self-reported Interner gambling behavior

Seif-report data provide potentislty useful descriptive . information about the attitudes
of Intemet gamblers. For example, one study indicates that land-based casino patrons
who gamble on the Internet tend to be younger, more educated, and use the Internet
more regularly for other nongambling purposes compared to land-based casino gamblers
who do not usc the Internet for gambling (Woodruff and Gregory 2005). In addition,
Internet gamblers report preferring the convenience of Internet gambling to land-based
casinos (e.g., Wood et al. 2007a, 2007b). One study found that wagering on racing
and sports betting were the most commonly reported Internet gambling activities
(Woolley 2003).

Self-report studies provide a very wide range of Internct gambling prevalence estimates
across a variety of special population segments. For example, Petry and Mallya’s (2004}

RIOHTS (1~ <4)



Addict Res Theory Downloaded from informahealthcare.com by Easten Michigan University on 04/29/10
For personal use only.

109

Toward a paradigm shift in Internet gambling research 275

self-report survey of 906 university health center employees estimated a 1.2% prevalence
rate of Internet gambling, Studies of patients seeking free or reduced cost medical or
dental care surveyed show self-reparted rates of ever having gambled using the Internet
as 8.1% among 360 patients (Petry et al. 2004) and, in another study, 6.9% of 1000
patients (Peury 2006). Self-report studies of students provide higher prevalence rates
of Internet gambling. For cxample, prevalence of Internet gambling lifetime rates
were 23% among undergraduates in one study (Perry and Weinstock 2007), and 10%
among college athictes in another study (Kerber 2005); one study found that
among college students the prevalence of online paker playing at least twice a week was
33% (Wood et al. 2007a). It is possible that students’ self reports suffer from recall bias
because factors other than the internal processes gssociated with their acal behavior
influence their perceptions of personal behavior (Nisbett and Wilson 1977; Baumeister
et al. 2007).

Authars of several selfereport studies (Kerber 2005; Petry and Weinstock 2007;
Wood et al. 2007a; Wood and Williams 2007) claim that their study findings demonstrate
higher rates of gambling-related problems among Intemet gamblers than nonlnternet
gamblers. While Internet gambling might be associated with higher rates of gambling
problems, to date, these studies do not demonstrate a causal relationship between Internet
gambling and gambling-related problems. These cross-sectional surveys are point-in-
Lme estimates that cannot reliably predict cause-effect relationships. And, as stated
previously, reliance on participant self-report hinders the ability to assess Internet gambling
behavior accurately.

In addition to the limitations of seif-report, self-selected participation and low response
rates (¢.8.,54% for Kerber (2005) 33% for Petry and Mallaya (2004)) limit the
representativeness of Internet gambling survey findings. Our systematic review failed to
identify two prevalence studies (Welte et al. 2002; LaBrie ¢t al, 2003) that included Internet
gambling information. Qur seatch failed to identify these studies because they did not have
the key search terms required for inclusion in this research, Nonetheless, these studies used
systematic sampling procedures rather than relying on convenience samples, increasing the
likelihood that the sample under study is representative of the population from which it was
drawn, One of these two studies (LaBrie et al, 2003), utilizing information from 10,765
students selected from the 119 scientifically identified schools comprising the 2001 Harvard
School of Public Health College Alcohol Study, found that 1.9% of responding students
participated in Internet gambling a few times a year and 0.3% participated in Internet
gambling once or more a week. These prevalence estimates suggest that studies of college
students using convenience samples (Kerber 2005; Petry and Weinstock 2007; Wood et al.
2007a) have overestimated Internet gambling among this population segment. In the only
existing prevalence study of the US adult gencral population (Welte et al. 2002) that
included data about Internet gambling, a telephone survey of 2340 nationally representative
US adults yielded a 0.1% prevalence rate of Internet gambling during the past year,
However, though these studies were more representative of the populations in question, they
stilt suffer from the previously mentioned limitadons that are associated with self-report
studies,

The wide variation among all of the prevalence estimates suggests that the current
rate of Internet gambling might not be reflecting the same target behavior, or that
these estimates simply are unrelisble as a result of measurement or recall bias.
Consequently, future research will need to employ improved assessment and sampling
procedures.
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The assessment of actual Interner gambling behavier

To address the dearth of scientific information about Internet gambling, researchers need to
employ investigative strategies that can improve the prevailing methods used to assess
Internet gambling behavior. Internet gambling websites provide a unique research
opportunity because of their ability to track site visitors as they are gambling. Research
taking advantage of these comprehensive data resources, therefore, has the potental to
provide an evidence-based foundation for the study of the nexus between the Interner and
gambling. Data derived from Internet sources (1) can monitor precisely both individual-
level and population-level characteristics of online gamblers and (2) has the capability of
installing and testing empirically derived intervention efforts.

Recognizing the opportunity to use Internct gambling technology for rescarch, bwin
Interactive Entertainment AG {bwin), one of Furope’s largest gambling sites, and the
Division on Addictions (DOA) entered into a seminal research collaboration relying
substantially on a database of bwin subscribers’ gaming activity. By centering a research
agenda on bein data, the DOA could study the emergence of Internet-related addiction and
take advantage of the potential for new technology to alleviate or prevent addiction. Despite
these potential advantages, using industry associuted data, and industry-academic
collaborations can be associated with a variety of potential problems. These issues must
be addressed from the outset of scientific collaboration, Before discussing the value of
Internet-based data tracking for gambling studies, we will take a brief discursion to describe
the nature of the bwin-Division on Addictions association,

bwin officials initiated the relationship with the Division on Addictions. The founder and
co-director of the company approached the Division with the proposal that it might be
possible to identify high risk gamblers early in their involvement with Internet gambling
because all of their activities can be monitored and tracked. This idea was compelling and we
recognized that this kind of monitoring opportunity had never before been available to
gambling researchers. This led to the development of a contract between bwin and Harvard
Medical Schoo! to conduct research focusing on Internet gambling. As is customary with at
Harvard Medical School industry related projects, the contract had to satisfy university
related policy for such collaborations. Harvard is unwavering in its requirements for
academic freedom, Therefore, btoin had to agree to yield all control over publications,
project review, and the scientific conduct of the research. Effectively, there was no
negotiation between the industry and Harvard Medical School; buwin simply had to meet
Harvard Medical School's demands. Once the research design satisfied institutional review
board requirements to protect the confidentiality of the data and the data tansfer and
storage requirements, bwin provided the cohort of subscriber data without any strings
attached. Practically, this meant that the Division was free to investigate a5 necessary and
publish without industry review, regardiess of the nature of the findings. As with all Division
research, academic freedom is central and industry partners have no say about the
conclusions drawn. We believe these working conditions are essential for a transparent and
productive relationship between industry and science.

Before describing the findings of the studies from this collaboration that assess actual
Internet gambling behavior in detail, it is important to underscore the unprecedented
contribution that data tracking actual Internet gambling behavior brings to the state of
Internet gambling research, bwin records every keystroke of every petson that subscribes to
the bwin website. At the beginning of this project, we defined and began tracking
a longitudinal cohort of more than 40,000 subscribers from more than 80 countries, At this
writing, we have created multiple datasets, and the original cohort has been followed for
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more than 3 ycars. The published findings that derived from our analysis of the original
longitudinal cohort generally are based on the first 2 years of data. During that time, 47,134
participants made 38 million bets on sporting propositions toraling €28.6 million; these bets
did not include poker, casino-like game play and other regularly changing bwin
propositions, The computer resources integral to the Internei permit s new research
paradigm that can revolutionize data collecting: These resources allaw us to collect the exact
betting behavior of tens of thousands of subscribers from many locations around the world.
This data includes details about the different types of sports bets, fixed odds bets (i.e, bets
made on the outcomes of sporting events or games in which the amount paid for a winning
bet is set by the betting service) and live-action bets (i.e., bets made on propositions about
outcomes within a sporting cvent such as which side will have the next corner kick or
whether the next tennis game in a match will be won at love by the server).

Research using data reflecting actual Internet gambling behavior has several methodo-
logical advantages compared to prior research about Internet gambling behavior. Research
utilizing actual online behavior provides objective, detailed information about betting
behavior, and the conditions under which gamblers place wagers. This strategy avoids the
potential biases (e.g., memory-crrors, self-presentation strategies, simple miscomprehen-
sion, and the phrasing of survey questions) that often emerge when research relies on
participant seif-report of past betting behavior (LaPlante et al. 2007). Tn addidon, by
utilizing a longitudinal study design, rescarch from this collaborative is able to examine
prospectively gambling behavior patterns that precede the development of excessive or
maladaptive gambling behavior among bwin subscribers. This evidence-based approach
permits us to identify effective prevention, diagnostic, and treatment strategies. Longitudinal
studies often have provided landmark research findings that serve to improve public heaith
interventons, For example, the Framingham Heart Study, a prospective, longitudinal study
of more than 5000 healthy participants, helped to identfy major cardiovascular disease risk
factors and has led to vast improvements in public health strategies for cardiovascuiar disease
prevention {Dawber and Stokes 1956). Similarly, apalyses of this longitudinal cohort of
bwin subscribers will allow researchers to gain a greater understanding of Internet gambling
behavior and the factors that might influence the development and maintenance of
gambling-refated problems. The availability of this data source has provided new research
opportunities to study the epidemiology of Intemnet gambling and responsible gambling
practices with increased statistical confidence. Thus, this methodology represents
a paradigm shift in the way scientsts study Internet gambling.

Toward an accurare assessment of the epidemiology of Interner ganbling behavior

Our research utilizing data about actnal Internet gambling behavior has produced seven
peer-reviewed publications (LaBrie et al. 2007, 2008; Broda ct al. 2008; LaPlante et al.
2008, in press; Nelson et al, 2008; Peller et al. 2008), and other articles that are at various
stages in the publication pipeline (e.g., Xuan and Shaffer, in press). We conducted seven
empirical research studies about actual gambling behavior (LaBrie et al. 2007; Broda et al.
2008; LaBric ct al. 2008; LaPlante et al. 2008; Nelson et al, 2008; LaPlante et a, in press;
Xuan and Shaffer in press) by assembling a prospective, longitudinal cohort of buwin
subscribers’ actual betting behavior in real time, The studies utilizing data about actual
Interner gambling behavior provide a clear lens to examine Internet gambling behavior that
is not clouded by the recall ot sampling biases often evident in prior research.
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Overall, findings from these studics of actual Internet gambling behavior (Broda et al.
2008; LaBrie er al. 2007, 2008; LaPlante et al. 2008, in press; Nelson et al. 2008; Xuan and
Shaffer in press) contradict the speculation that most online gamblers exhibit excessive
gambling hehavior. The evidence shows instead that the vast majority of buwin subscribers
engage in moderate sports bewing behavior (e.g., for the median level players, 2.5 fixed odd
sports bets of €4 cach bet, every fourth day, or approximately US $5,30). A comparison of
betting behavior among the different types of games available on the bwin site shows varying
patterns of wagering. For example, subscribers Jost more money on sports gambling than
casino gambling. The typical aggregate expense (losses) for casino players is higher than for
sports bettors. This is not because casino has greater Josses. In fact, the house odds for
casino play arc less than half the house cut on sports betting. The greater aggregate is
because casino betting is more rapid cycling and people place more bets, This finding is
consistent with previous literature showing that peopie involved in casino gambling exhibit
riskier behaviors and more frequently present for wreatment than sports bettors (Shaffer eral.
2004; LaPlante et al. 2006). Patterns of sports betting varied for fixed-odds (i.c., bets made
on the outcomes of sporting events or games in which the amount paid for a winning bet is
set by the bettdng service) and live-action bets (i.e., bets made on propositions sbout
outcomes within a sporting event, such as which side will have the next corner kick or
whether the next tennis game in a match will be won at love by the server). Advocates and
policymakers have speculated that live-action betting leads to more excessive gambling
behavior (Griffiths 1999; Kong ct al. 2008). Although empirical evidence from this analysis
shows that subscribers placed fewer bets and lost less money when placing live-action bets
(i.e., median of 2.8 wagers of €4 every fourth day during the median duration of & weeks at
a loss of 18% of the amount wagered) than when placing fixed-odds bets (i.e., 2.5 bets of €4
every fourth day during the median 4 months from first to last bet at a loss of 29% of the
amount wagered). Although the bwin cohort of subscribers was predominantly male, we
conducted some analyses to examine gender differences in berting behavior, On average,
results show thar women's betting behavior was very similar to men’s, but that women bet on
more days and over a shorter period of ime (LaBrie et al. 2007). Tt is worth noting that
because bwin markets itself prinarily as a sports betting website, the bezuin subscriber
population might be more likely to engage in sports betting. Thus, findings from these
studies might not be generalizable to all Internet gamblers.

LaDPlante et al, (2008) and Xuan and Shaffer (in press) completed studies of bwin
subscribers that also used longitudinal methods with actual betting behavior. LaPlante
et al.’s (2008) study of 46,330 bwin sports bettors illustrates an overall healthy exposure and
adaptation pattern of betting behavior for the entire sample during a period of 18 months
(i.c., short term increases in activity foflowed by quickly developing declines in population
participation, number of bets, and size of stakes). Separate analyses of the most involved
bettors (i.e., top 1-5% of the sample) show that trends of more excessive gambling behavior
are evident for a very small minority of subscribers (LaBrie et al. 2007, 2008). The meost
involved bettors had increasing stakes and bets for live-action betting over time (LaBrie et al.
2007).

Xuan and Shaffer’s (in press) paper examines the multiple trajectories of gambling
behavior among the cohort of bawin live-action bettors from February 1, 2005 to June 30,
2006 who reported closing their accounts because of gambling-related problems (N = 226).
These bettors who self identified as problem gamblers exhibited more signs of excessive
gambling behavior (i.e., increasing monetary involvement and increasing loss) and more risk
averse betting behavior than bettors who did net self identify as problem gamblers. The
authors hypothesize that this behavior represents the self-identified problem gambler's
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attempted by to regulate excessive gambling behavior. To gain a greater understanding of
{fongitudinal trends for different types of Internet gambling behavior, we need more research
examining the stability of these trends among different samples of bettors (e.g., groups with
various risk and resiience gradienis),

The assessment of actual Interner gambling using data from Internet websites
provides new opportunities to improve this evidence base. In particular, studies evaluating
the use of jimit setting techniques (i.e., Nelson et al. 2008; Broda et al. 2008) provide
researchers the opportunity to evaluate the efficacy of various harm reduction techniques.

Discussion

Although the field of Internet gambling is still in its infancy, we now have the technological
ability to study real time gambling and all of its attendant details, This new technology
represents a paradigm shift for both (1) the concepiual frameworks that nrganize how we
think about information and each other (Kipnis 1991) and (2) rescarch methods. This new
technology provides researchers with the opportunity to concepiualize new und different
research from the studies that have been available, This new research can focus on actual
human behavior in addition to self-report, offering the opportunity to implernent rigorous
behavioral methodologies. Taken together, this technology and the opportunity t study
actual behavior instead of only self-reported behavior represents a fundamental methodo-
logical shift in gambling studies that was not available in labaratory or land-based gambling
seaings. This scientific revolution already has yielded findings abour Internet gambling that
are distinct from earlier speculations or seif-report based-research. For example, our
findings derived from actuat Internct gambling raise important questions about the utility
and validity of self-report-based gambling research. Furthermore, this new body of research
advances our understanding about the constructs and nomenclature now associated with
excessive Internet gambling behavior, To illusirate, the current clinical definition of
patholagical gambling (American Psychiatric Association 1994), with respect to “persistent
and recurrent” behavior, derives from the self-report of self-identified probiem gamblers.
The emerging body of literature using actual Internet gambling behavior suggests that these
patterns might be different from those reported by treatment seekers, encouraging us to test
these constructs empirically. In addition, studies of actual Internet gambling behavior assist
with clinical case identification by providing behavioral evidence that will help clinical
investigators minimize classification errors. Ulumately, it will be necessary to integrate
evidence from studies of actual gambling behavior with seif-report data that reflects the
experience of gambling (e.g., perceptions and symptoms) 1o allow us to develop a more
complete picture of Intermet gambling behavior. Increased ability to understand the
complexity and trajectory of gambling patterns also has important practical implications for
developing strategies to regulate Internet gambling. For example, research identifying
specific mediators and moderators of excessive Internet gambling provides policymakers and
public health practitioners swith an improved body of literature on which to base degision-
making. This improved evidence base will guide the development of policies and public
health interventions that will promote safer Internet gambling. Thus, continued research
about Internet gambling utilizing the study of actual behavior has broad public health
implications.
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Limitations

This assessment of the peer-reviewed literature that focuses an Internet gambling has some
important limitations. Although we conducted a systematic review of the literature, use of
different keywords or scarch engines might have resulted in a different selection of articles,
We present a critical discussion of study methodology (e.g., assessment techniques,
sampling procedures) that we considered pertinent to the state of Internet gambling
research; however, other researchers might have interpreted these studies differently.

The studies discussed in our systematic review evidenced important limitations.
Commentaries do not provide any empirical evidence about Intemet gambiing. The self-
report studies contain empirical data about Internet gambling behavior; however, the validity
of these self-reported behaviors is potentially biased (e.g., recall bias). Rescarchiers used
convenience samples for many of these self-report surveys, and this strategy compromises
the refiability of prevalence estimates and our ability to generalize the findings, Studies that
utilize¢ actual gambling behavior alsa have limitations. For example, these data stll rely on
subscriber self-reported demographic characteristics. Several people might use an account
or a single user might be making bets for others. Subscribers might be engaging in Internet
gambling on multple sites, including bwin. Therefore, the research based on actual
gambling might not capturc fully all of the features associated with subscriber betting
behavior, Although bwin subseriber betting behavior is likely representative of betting
behavior, these studies do not describe the players’ clinical characteristics, perceptions, or
the social consequences associated with their betting behavior. There are several other
potentially important limitations associated with Internet-based gambling research, First, as
we have noted elsewhere (LaBrie ct al. 2007; Xuan and Shaffer in press), we currendy have
no means test, that is, no data about subscriber income. Consequendy, it is difficult to know
which subscribers might be betting beyond their means. Second, duc to the absence of
a means test and other psychosocial information about the meaning and consequences of
gambling (e.g., debt, family/social problems, legal problems, etc.), we have little information
to base any clinical judgments about the impact of Internet gambling on the lives of
individual subscribers. Finally, it is reasonable to expect that Internet gamblers might also
gambie both onfine and at casinos or other gambling venues. Thercfore, we cannot estimate
the potental synergistic effects of Intermet and nonlnternet gambling. Consequently,
estimates of how much Internet subscribers gamble might not be accurate,

Next steps: Research 1o increase understanding of Interset gambling behavior

Despite advances in the methodology used to assess Internet gambling behavior (e.g., use of
acrual gambling behavior, longitudinal studies), current gaps in knowledge about Internet
gambling behavior demand further empirical research, By introducing the Internet
Gambling Study Act of 2007, US policyrnakers have acknowledged the need for empirical
research to guide policymaking decisions. There arc several areas rclated to Internet
gambling that require further inquiry. For example, research examining the psychological
characteristics of subscribers in more detail (e.g., functionality measurcs, mood) is an
important next step towards understanding how to create parameters for safer Tniernet
gambling, Fucther research also can improve the efficacy of product safety parameters for
Internet gambling, by studying the factors that mediate and moderate safe play. For
example, because research has not addressed comprehensively all of the components of the
Epidemiologic Triangle, it is important to develop more research to address the social
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settings with which people gamble (Peller et al. 2008). In addition, Interner gambling
research will need to pinpoint factors that moderate exposure and adaptation effects across
time and space to gain a better understanding of ways to create environment parameters for
safer gambling behavior (LaPlante et al. 2007; Peller et al. 2008). Use of standardized
assessment tools (c.g., Regional Impact of Gambling Exposure (Shaffer et al. 2004)) can
facilitate quantified measurement of gambling exposure effects, Furthermore, the develop-
ment of research that recognizes the dynamic relationship between host, agent, and
environment holds the potential to generate new approaches for product safety. For
example, research shows that time spent gambling on the Internet can be as debilitating to
subscribers’ daily functioning as the amount of money they spend gambling (Nelson et al.
2008). Therefore, interventions designed to limit Internet gambling involvement might help
some people with gambling-related problems. However, future research will need to
integrate observations of behaviors with self-reports of symptoms to optimally target
interventions.

Advances in rescarch about Internet gambling behavior will require collaborative
partnerships between researchers, operators, and policymakers (Peller ¢t al. 2008). For
example, allowing researchers full access to data about subscribers” actual betting behavior
and chargcteristics requires Internet gambling operators to participate in responsible
gambling collaboratives that bring key stakcholders together, This empirical data can, in
turn, help policymakers to enfarce regulations that promote safer gambling behavior for all
Internet gambling subscribers.
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Disordered gambling, type of ééiﬁbling and
gambling involvement in the British Gambling
Prevalence Survey 2007

Dehi A. LaPlante, Sarah E. Nelson, Richard A. LaBrie, Howard J. Shaffer

Background: The purpose of this study was to examine the relationships between types of gambling
and disordered gambling, with and without controlling for gambling involvement (i.e. the number
of types of games with which respondents were involved during the past 12 months). Methods:
We completed a secondary data analysis of the 2007 British Gambling Prevalence Survey {BGPS),
which coliected data in England, Scotiand and Wales between September 2006 and March 2007. The
sample included 9003 residents, aged 16 or older, recruited from 10 144 randomly selected addresses.
5832 households contributed at feast one participant. Post-facto weighting to produce a nationally
representative sample yielded 8368 observations. The BGPS included four primary types of measures:
participation in gambiing {during the past 12 manths and during the past 7 days), disordered gambling
assessments, attitudes toward gambling. and destriptive information. Resuits: Statistically controling

for gambling nvolvement substantially reduced or eliminated. all statistically significant relationships -

between types of gambliing and disordered gambling. Conctusions: Gambiing invelvement is an import-
ant predictor of disordered gambling status, Our analysis indicates that greater gambling involvement
better characterizes disordered gambling than does any specific type of gambling.

Keywords: gambling, internet, internet gambling, games, PG,

Introduction

athological gambling (PG) is a public health problem

that Is associated with a number of mental and physical
health, interpersonal and financial problems.' For example,
amonyg those with co-occurring mental iliness, 73% of PGs
i1t the USA have mental iltness that preceded their PG, about
23% have mental illness that followed, and about 2% bad
these problems emerge concurrently.' Research also suggests
that PG Is associated with domestic violence, suicide and
suicidal ideation, financial troubles, criminal behavior and
other problems.™ These public health issues warrant
continued cmpirical attention to gambling and gambling-
related problems.

The aetiology of PG is uncertain; however, research has
shown a tendency to focus on types of games as a potentisl
primary cause. For example, a recent exarnination of correlates
of British Internet gambling reported highey rates of disordered
gambling among internet gamblers than among non-internet
gamblers® Consequently, Griffiths ¢ al. concluded  that

research that tests how well different games predict gambling
problems or discriminate individuals with gambling problems
from those without provides more reliable information about
the relationship between games and ganbling problems than
research that simplistically reports the prevalence of gambling
problems among individuals who participate in, or prefer, a
specific type of gambling. The latter type of research is prob-
Teratic because it yields {indings that rescarchers and others
cannot generalize 1o the general population or even ta the
general population of gamblers, Purther, the patterns of
results {ie. risk pattern by game) generated by the two types
of studies " ditffer noticeably (sec reference 7 for mere
information).

Recent research suggests that relying exclusively on game
types as an explnatory factor for disordered gambling might
mask other important contributing factors, such as the range
of gambling ivolvement {involvemesnt). Specifically, using
a nationally representative sample of US youth, Welte ¢f ol
recently veported that, although a number of different types
of gambling could diswriminate individuals with and without

bl

Internet gambling probably is mere lkely te contrit o
gambling problems than non-internet gambling activites,
explaining that this might be the case because internet
gambling is less protective {e.g. year-round 24/7 access from
home} of vulnerable gamblers than other types of games,
Similarly, rescarchers and others often point te fruit/slot
machines as being particularly dangerous to individuals
because of their potential to promote rapid gambling {for a
review, sce reference 6,

Although internet gambling and frait/slat machine gambling
contribute to the overall costs associated with excessive
gambling, the scientific approach to whether specific games
are the primary cause of PG has been uneven; as a result of
this sitiation, 50 has the evidence. As Welte ef al.” erphasized,

Correspondence; Debi A. LaPlante, Division on Addictions, 101
Statian Landing Medford, MA 02135, USA. tck +1-781-306-8608,
fax: +1-781.306-8625, e-mall: dlaplanie@hms.harvard.eda

B velated  problems, the patiern of risk was not
consistent with popular theories of risk {e.g. rapid-cycling
technology-based forms of gambling being the most visky}
often identified by less sophisticated analyses. Furthenmore,
Welte et al. domonstrated that controlling for involvement
minimized or eliminated the discriminative relationships
between types of games and measures of gambling disorder,
The authors concluded that, contrary to conventional wisdom,
the most rapid play games might not be the most problematic
for US youth, and further, that overall involvement might
be & more potent predictor of gambling-related problems
than any specific game type.

The Welte et al.” research is timited by its use of a US
youth-only sample, who have few legal gambling options
in the USA. The current study cxtended these findings by
utitizing an adull, non-US sample. Specifically, we examined
data from the British Gambling Prevaleace Survey 2007
{BGPS) 1o determine the relative ability of games to predict
gambling-related disorder, with and without controlling for
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involvement. We expected that involvement would attenuate
ar eliminate the associations of games with gambling-selated
disorder,

Methods

This research utilized data from the BGPS 2007, produced
by the National Centre for Social Research, sponsored by
the Gambling Commission, and supplied by the UK Data
Archive" The datz are Crown copyright. The following is
a brief overview of the BGPS methodology, as described
mare fully in mubtiple sources,”™'*

Participants

The BGPS is a publicly avaifable dataset of interviews
from a sample of 9003 residents of England, Scotland and
Wales. For the current study, we used weighted data of
8968 observations characteristic of the general population,
The weighted sample comprised 52% women and 48% men.
With respect to age, 14% of the sample was aged 16-24, 35%
wats 25-44, 3196 was 45-64 and 19% was aged 65 and over.

Procedures
The BGPS recruited 31 households from each of 317
geographic primary sampling units sefected with a probability
that was proportional to the pumber of addresses within
them. Al residents of selected houscholds aged 16 and older
were cligible to participate in the survey, indicating that
their household had been selected as eligible for participation
in the study and that researchers would soon visit their home.
Researchers visited dwellings a minimum of five times to
recruit eligible residents to participate, During a successful
contact visit, researchers completed a brief houschold survey
and distributed bard copies (i.e. paper-pencil based} of the
study survey. Participants could complete the study survey
immediately, at a later point at which time researchers
would collect the survey, or online. Abowt 7% of the sample
completed the surveys online. Rescarchers made a minimum of
two reminder phone calls to residents who had promised to
complete the survey, but had not done so. The overal] response
rate for the study was 52%.°

Measures

The BGES included four primary types of measures. Pirst, the
survey included the assessment of participation in gambling
types during the past year and the past 7 days, including
national lottery tickets, scratch cards, other lotteries, footbalt
poals, bingo, fruit/stot machines, vietual gaming machines {e.g.
virtual roulette, keno, bingo, ¢tc.) at a bookmaker's location,
casino table games, online gambling, online betting with
bookmaker, betting exchanpe, horse race, dog race, betting
on any other event or sport in a bookmaker's, by phone or
at the venue, spread betting, private betting and ‘other” types of
betting. Second, the survey contained two assessments of
disordered gambling, the Diagnostic and Statistical Manual-
IV (DSM: 11} and the Canadian Problemy Gambling Severity
Index (PGSI: 12). For the DSM assessment within the BGPS
2007 study, investigators report that they adapted the DSM-IV
criteria into question format {e.g. when you gamble, how often
do you go back another day to win back movey you lost?).”
Response options were very often, fairly often, occasionally
and never. Positive responses included answering faitly often
or very often to criteria 1-7 {i.e. chasing losses, ruminating
about gambling, tolerance, withdrawal, gambling to escape,
Iying to others about gambling and inability to cut back)
and answering occasionally, fairly often or very often to
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criteria 8-10 {i.e. committing a crime to finance gambling,
risking relationshipsfjobs and asking othars for money
to gamble), Third, the survey included a scries of variables
representing gambling-reluted attitudes {e.g. agrec or disagree
that people should have the right to gamble). Fourth, non-
gambling information included a variety of demographic
(e.g. gender, age, socio-economics) and health-related infor-
mation {e.g. do you have a long-standing health iliness}.

For the current study, we focused on game type, gambling
problems and demographic information. For game type, we
used the above-defined categories with one exception. We
combined online gambling, online betting with a bookmaker
and use of a betting exchange into an ‘Tnternet ganbling
category, This data reduction replicated that employed by
Griffiths ef al* on this dataset. This is 4 conservative measure
because the combination of three categories of activities creates
a variable that by definition represents greater involvement,
This notation also applies to other gambling activity
categories that can represent multiple gambling opportunities
{e.p. casino table games). For gambling problems, we used the
past year DSM-TV assessiment and considered aspects of the
endorsement of symptoms {i.e. % endorsing any symptoms,
% endorsing 3+ symptoms, mean nwmnber of symptoms
endorsed). We used the cutoff 3+ symptoms 1o create 2
categorical variable called disordered gambling status (i
reporting 3+ DSM gambling symptoms during the past
12 months or not). We operationally defined gambling
involvement as the number of types of gambling for which
an individual reported being involved during the past 12
months.

Analysis plan
“The Cambridge Health Alliance Institutional Review Board
reviewed and approved this secondary data analysis,

We used weighted data for all analyses. Specifically, the
BGES created a weighting variable correcting for dweiling
and hold sclection probabilities, age, gender and
individual non-response within participating households.”
“The application of the weighting variable yiclds findings that
can be generalized to the general population surveyed.

We conducted three primary sets of analyses, First, we
calcutated for the full sample, and by gender, participation
rates for each game type. We used chi-square analyscs to
determiine whether those rates varied by gender. Second, for
each type of game, we caleulated for the sample of individuals
who had played the game during the past 12 months and,
by gender, the proportion reparting any gambling symptoms
during the past 12 months, the propostion reporting 3+
gambling symptoms during the past 12 months, the mean
number of gambling symptoms reparted during the past
12 months and the mean number of gambling types played
during the past 12 months. Thied, we conducted a series
of logistic regressions, which used participation in each
gambling type to predict disordered gambling status among
past 12 month gamblers. We conducted these logistic
regressions first without controlling for involvement and
then added involvement as a control,

Results

Gambling participation and problems

Table 1 shows the participation in all types of gambling by
gender and for the full sample, The top five gambling types
with respect to participation were; the national lottery, scratch
<ards, betting on harses, fruit/slot machines and ‘other’ lottery.
Also popular were private betting, bingo and other sports
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betting {other than online betting or betting on horses or
dogs}.

We observed a number of gender differences for gambling
participation. Only the rate of playing scratch cards
(x*(1)=1.32) and other Iottery (x*(1}=0.00) was the same
AUTIONE women a8 it was AMONE men, A gl’cﬂffr ﬂlﬂ'ﬂb(’f
of men than women participated in national lottery
(XA =1121), football pools ((1)=9267), fruit/slot
machin (XD =15580), virtual  gaming  machines
(x' 9.24), casino table games (x°(1) = 104.64), Internet
gambling {*(1) = 148.92), betting on hosses {x*(1) = 125.27),
betting on dogs {x’(1)=69.58), other sports betting
() =193.78), spread  betting  {x7(1)=36.55), private
betting  (x*(1)=161.641 and other types of berting
(Xl() J6). A greater number of women than men
participated in bingo (1) = 104.88).

Table 1 Participation in ali types of gambling by gender
{weighted N =8968)

Parcant played last year

Type of gambiing Female Male Overall
National lottery™ 55.5 59.0 572
Scratch cards 202 182 197
Other lottery [ARS 1wy 17
Footbalt paols*** 1.6 5.2 33
Bingo*** %8 4.3 72
Fruitsiot machines*'” a8 193 4.5
Virtual gaming machines> 14 39 26
Casina table games*=* 1.9 &0 39
Internet gambling®** 29 8.9 58
Betting on harses**~ 12.8 21y 17,3
Betting on dogs™™* 31 7.0 50
Other sports betting *** 27 a8 6.2
Spread betting’ ™ 02 13 0.7
Private betting™** 6.4 147 04
Other type of betting* 0.3 2.6 05
Any gambling 652 70.7 §7.9

*Significant  difference  between males and  females,
p<0.001

*Significant difference between males and females, p<0.01
*Significant difference between males and females, p<0.05
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Gambling invalvement 3 of 6

About 0.6% (N=51) of the full sample reported 3+ DSM
gambling symptoms during the past year and about 0.3%
{(N=27) reported S+ DSM gambling symptoms during the
past year. Table 2 shows gender stratified prevalence rates
for gambling-related problems reported by individuals who
participated in various types of gambling, Individuals who
participated  in spread betting and used virtusl gamiog
machines had the highest likelihoods of reporting any DSM
gambling symptoms during the past 12 months, as well as
reporting 3+ DSM gambling symptoms during the past 12
months, These types of games also were associated with the
highest mean numbers of DSM gambling syroptems and
mean number of types of gambling during the past year
{i.e. involvernent).

The top five prevalence rates of any DSM  gambling
symptoms by types of game were; virtual gaming machines,
spread betting, casino table games, other sports betting and
betting on dogs. The top five prevalence rates of 3+ DSM
gambling symptoms by the type of game were: spread
betting, virtual gaming machines, other types of betting,
casing table games and betting on dogs. The top five types
of games for the mean number of DSM gambling symptoms
were; spread betting, virtual gaming wmachines, casine table
games, huternet gambling and betting on dogs. The top five
types of gamwes for the mean number of types of gambling
during the past year {i.e. involvement} were; spread betting,
virtual gaming machines, casino table games, internct
gambling and other sport betting,

Predicting gambling-related problems

T this section, we use ‘precict” in a technical sense to indicate
a relationship betwesn the logistic regressions ‘predictor”
variables and owstcome (sce reference 14, pp. 623-4), and
not to suggest these predictor variables cause gambling
problems. Amoug the full sample, participants engaged in
an average of 167 types of gambling (512 = 1.93) in the past
12 months, About 62% reported gambling in the past year,
Among gamblers {i.e. those participants who engaged in at
least one type of gambling in the past 12 months), that
average increased to 2.47 (SD = 1.88}.

Table 3 shows a series of logistic regressions Hustrating how
well each type of gambling cantributes to the prediction of

Table 2 Prevalence of any gambling symptoms, prevalence of disordered gambling, mean gambling symptoms and invelvement
for gamblers who played each type of gambling {weighted N =8968)

N {weighted) Percentage of

Mean no, of
types of gambling

Percentays of weight!  Mean na. of
3+ gambling symptoms  gambfing

§ M Total F M Total § M Total

weight/any

gambling
Type of gambling f M Total F ™ Total
National fottery 2398 2400 4798 55 W03 81
Scratch cards 866 J7Y 1637 7.4 139 104
Other lottery 495 467 962 1S 0.7 2.0
Faotbali pools 86 207 273 121 159 15.0
Bingo a3 178 609 8.3 174 11.0
Fruitsiot machines 427 767 1194 82 138 118
Virtuai gaming machines 56187 213 16t 308 26.9
Casina table games BY 245 326 111 e 174
Internet gambling 127 354 481 110 1649 5.4
Betting on horses 565 851 1456 B4 126 0.2
Betting an dogs 137 286 423 B0 19.9 6.1
Qther sports betting 126 405 $31 127 8.1 163
Spread betting 3 A 5§ 11t 92 23
Private betting 275 580 855 9.5 a5 12.9
Other type of betting 15 23 | n.o 130 19
Any gambling 2726 2801 §527  S& 102 7.9

a4 16 1.0 Q.08 018 013 231 291 261
0.8 XY t9 012 028 Q.19 338 448 390
14 28 21 013 024 Q.19 334 43 3.82
15 a3 37 018 037 032 423 530 505
e 8.7 31 014 050 025 363 502 404
16 33 27 015 030 Q.25 414 475 453
54 134 13 0.48 1.04 089 637 7.30 705
12 6.5 5.2 035 051 042 528 623  6.00
24 5.9 5.0 022 050 042 520 579 563
0.7 28 8 D10 926 020 370 443 435
15 70 52 012 057 642 474 564 535
15 a7 a0 020 044 Q38§ 5.24 571 560
i 1.3 155 053 114 105 1054 8.6G 889
15 2.8 23 013 031 0.26 418 497 a2
@0 87 53 600 051 031 314 473 4
04 15 0s 007 0,17 012 223 282 25%

F=femate; M =male; 541 participants did not answer DSM questions and thus were not inciuded in this table
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Table 3 Logistic regression analyses predicting disordered gambling status from type of game, with and without contealling for

invalvement

Type of game 0Qdds ratio {95% Ci). Odds ratio (85% G, Change In Involvement odds ratio
no <ontrot wontrolled for invalvernent odds ratios {35% Ci)

Spread betting 21.8449.,31, 48.10y** 0,70{0.21, 2.28) NS ~-21.14 1.58 {1.44, 1.79)"*

Virtual gaming machines 24.01 {1362, 42.32)** 4.26 {1.85, 9.88)" ~19.75 138 (1.24, 153

internet 9.58 (5,50, 16.74)"*
Betting on dogs 9.3 (5.36, 16.47)'*
Casino table games 8,15 (4,50, 14.74) "
Other sports betting 6.60 (2.5, 11.60)"""
Fruitklat machines 5.75 (327, 10.10
Other betting 7.24 {1.99, 27.58)y""
Foaothall pools 456 (2.24, §.29y
singo 4572 {2.78, 8.72)7"
Private betting 3.36 {1.90, 5.507"*
Seratch cards 3.91 {(2.22, 6.88y*"
Betting on horses 2.77 1,60, 4.80)***
Other lattery 3.00 (1.70, 528y
National fottery 1.85 {0.65, 5.19} NS

1.53 (069, 3.38) NS
1.95(0.95, 3.97) NS
0.79 (8.3, 0.99) N5
0.77 40,34, 1.74} NS
119 (0.58, 2.47) N5
2.93 0,60, 14.43) N3
044 {0.16, 121 NS
1.76 (0.90, 342} NS
0.36 (0.16, 0.89)
1.09 {0.56, 2.13) NS
0.46 (0.2, 097}
0.85{0.43, 171} NS
1,04 {0.36. 3.00) NS

1.50 (1.36, 166"
1.49 (136, 1.62)"
1,58 (143, 1.75)
1.59 {144, 1759
1.53 (140, 168
1.5 (1.43, 167
162 {1.48, 178y
1.52 {140, 1.65)
1,69 {1.52, L8R
154 (142, 1.68)
164 1,50, 1,803
1,57 (1.44, 1,70
155 (1.44, 1,675

*P<0.05; **P<0.01; ***P<0.001; NS=nat significant

gambling-related problems (i.e. 3+ DSM-1V criteria). Bivariate
analyses showed that alf types of gambling, except for the
National Lottery, contributed significantly to the prediction
of gambling-related problems and all increased risk for
gambling-refated problems. The top five odds ratios were
for: virtual gaming machines, spread betting, Internet
gambling, betting on dogs, and casino table games.
Subsequent regressions that added involvement (i.e. number
of types of games played in the past 12 months) showed
that involvement contributed significantly to the prediction

of gambling-related problems in all models, The addition of

involvement greatly reduced the contribution of games to
the prediction of gambling-related problems in each model,
For almost all games, the addition of the involvement
variable rendered the significant positive associution between

bling type and gambli tated problems non-significant.
The exception was virtual gaming machines, which maintained
a significant positive refationsbip to disordered gambliog
status after adjusting for involvement. Two games, private
berting and betting on horses, had a reversal of association.
After controlling for involvement, individuals who engaged
in private betting or betting on horses werc significantly
fess likely to have gambling-rclaited problems than people
who did not.

Discussion

In this study, we provide a comprehensive analysis of partici-
pation with different games among British residents aged 16
and older, We placed a special emphasis on the nature and
strength of the associations between types of games and
gambling-related problems. The types of games that had
the strongest associations with gambling-refuted problems
did pot include all of the games that the conventional
wisdom might expect. For example, fruit/slot machines were
not jncluded among the top five game types for gambling-
related problems. Virtual gaining machines had the strongest
association with gambling-related problems, but few people
(i.e. 2.69) endorsed that they had played these games during
the past 12 months. These findings suggest that popular
perceptions of risk associated with specific types of gambling
for the development of gambling-related problems might mis-
represent actual risk.

Regardless of the type of game, past 12-month participation
was associated with disordered gambling however, for the
most part, such associations disappear, or at least become
weakened, when statistical analyses control for the range of

gambling involvement, Our findings with a primarily adult
British sample are consistent with Welte e al's (2009)
vesults for US youth. Taken together, these two sets of
findings suggest that researchers and others use caution
when interpreting rtesults showing that people who play
specific types of games have a higher rate of gambling-
related prablerns than others, In fact, these studies reveal
that some games wmight be indicators of unheaithy involve-
ment, rather than critical factors for gambling-related
problems themselves,

One interesting, and perhaps wnanficipated, finding was
that the nature of the relationships between private betting
and betting on horses and gambling problems changed when
we considered the influence of involvement: engaging in these
types of gambling, but not other types, seemed to protect
players against developing gambling problems. This finding
suggests that the apparent risk between gambling activities
and developing gambling-related problems resides, perhaps
primarily or even entirely, among individuals who have high
rates of {nvolvement, For others wha do not have high rates
of involvemient, playing these types of games might reflect
social setting characteristics {eg. nonms) that encourage
control and preciude excessive gambling.

These findings hold some disparate possibilities  for
theories of gambling cxposure. On one hand, these findings
might imply that more opportunitics to gamble create more
opportunities for involvement and, therefore, might yield
more gambling-related problems. On the other hand, these
findings might suggest that mote opportunities to gamble
will have little to o impact on the prevalence and incidence
of gambling-related problems becanse individuals are more
or less prone to involvement, Inereases in gambling
opportanities will not influence individuals who are less
prone to involvement, but only those likely to become, or
who already are, involved. There is some evidence to support
the latter view because the rate of gambling disorders has
changed little during the past 35 years despite the extraordin-
ary gr:::vth of gambling opportunities and access around the
world.

Strengths and weaknesses of the study

Notable strengths of this study include the analysis of mul-
tiple game types simubtancously and the incorporation of a
measure of fnvolvement into analyses that examine the asso-
ciation between type of game and gambling-related problems,
Controlling for involvement allows a more sophisticated
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understanding of the risk vnique to some types of games
and provides a level of analytic sophistication more advanced
than the majority of avaitable rescarch.” By controlling for
involvement, this research shows that involvement is a
potent predictor of gambling-refated problems that exceeds
the potency of types of games. Tn fact, controlling for involve-
ment drastically reduces the ability of games to discriminate
statistically individuals who have gambli clated problems
from those who do not, Another strength of this study is
that it advances this more sophisticated methodology and
line of inquiry from a US adolescent sample to a British
primarily adult sample. This broader study sample helps
to avoid problems related to legal access to different types of
gambling observed amang the US sample and concerns about
different gaming interests by age cohorts,

Nevertheless, this study is not without fmitations, First,
the analyses rely on self-report data and not actual gambling
activity, Self-report is vulnerable to weaknesses, including
faulty memory, factual errors and self-presentation biases.
Sccond, we only included one measure of involvement
(i.e. number of types of games played during the past 12
months), Other measures of invelvement (e intensity of
play, involvement in clusters of games, ete) might provide
weaker or stronger attenuation of the assocjation between
types of games and gambling-related problems. Third, this
study relied on retrospective reports of behavior and
therefore cannot establish any causal patterns. Fourth, many
of the game-type variables represent multiple types of games
by definition {eg. casino table games, internet gambling,
cte.j. This approach is conservative and only presents as a
limitation because of the inability 1o distinguish the effects
of subtypes of games. Fifth, a small number of people played
some types of games: consequently, increases in the sample
size might alter the findings for games played by small
wmumbers of prople,

Future research should include the longitudinal ass
ment of real-time gambling data and multiple measures
of involvement te yield a better determination of whether
involvement is a moderator, mediator or both, of disordered
gambding. Other important directions include examinations
of game clustering, to determine whether subtypes of involve-
ment are possible, the determination of whether there might
be a critical level of involvement (e.g. 5 types, 10 types) that
has optimal sensitivity and  specificity  for  determining
disordered gambling status and, finally, a considecation of
age-related cffects.

Concluding thoughts

The range of gambling involvement frequently is a better
predictor of disordered  gambling status than type of
gambling. This finding is important because it represents a
deviation from the teadency to focus on specific games,
such as fruitislot machines as central to gambling-related
problems. This rescarch does not suggest that differentiating
between types of games is completely unimportant; clearly,
there are differences in the popularity of games, These and
similar results” suggest the need to reconsider the conventional
assumptions rodated to the influence of game types and
direct more attcotion toward globat behavioral characteristics,
such as the range of invelvement,
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Key points

+ The aetiology of PG is uncertain, but research has
atteripted te determine whether specific game types
{e.g. slot machines, intornet gambling} are associated
with increased risk for developing  disordered
gambling,

Recent research snggests that past findings linking
game types to risk for disordered gambling failed to
consider the range of gambling involvement among
people who play specific games and when the extent
of fovolvement is considered, game type influences
diminish. Nevertheless, this recent research is limited
by its reliance on a US youth sample.

The current study extends vecent research by testing

-
the associations between specific games, range of
savolvement and  disordered  gambling ameng a
nationally representative British adult sample.
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Abstract Objective: To examine behavioral patterns of actual Internet gamblers who
experienced gambling-related problems and voluntarily closed their accounts. Design: A
nested case—control design was used to compare gamblers who closed their accounts
because of gambling problems to those who maintained open accounts. Setfing: Actual
play patterns of in vivo Internet gamblers who subscribed to an Internet gambling site.
Participunts: 226 gamblers who closed accounts due to gambling problems were
selected from a cohort of 47,603 Internet gamblers who subscribed to an Internet
gambling site during February 2005: 226 matched-case controls were selected from the
group of gamblers who did not close their accounts, Daily aggregates of behavioral data
were collected during an 18-month study period. Main outcome measures: Main out-
comes of interest were daily aggregates of stake, odds, and net loss, which were
standardized by the daily aggregate number of bets. We also examined the number of
bets w measure trajectory of gambling frequency. Results: Account closers due to
gambling problems experienced increasing monetary loss as the time to closure
approached; they also increased their stake per bet. Yet they did not chase longer odds;
their choices of wagers were more probabilistically conservative (i.e., short odds)
compared with the controls. The changes of monetary invalvement and risk preference
occurred concurrently during the last few days prior to voluntary closing. Conclusions:
Our finding of an involvement-secking yet risk-averse tendency among self-identified
problem gamblers challenges the notion that problem gamblers seek “long odds” during
“chasing,”
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Introduction

The study of gambling consequences is a central topic that has stimulated interest
among researchers, clinicians, and public policy makers (Griffiths 2004; National
Research Council 1999; Petry 2005; Shaffer and Korn 2002), Although long-tun
mathematical expectations for gambling (e.g;, “Gambler’s ruin” (Ross 2002)) have been
documented, considerable complexity arises for those who try to predict actual gambling
behaviors, Theoretical attempts to predict gambling behaviors are sometimes inconsis-
tent with what ordinary people actually do. For example, The Saint Petersburg Paradox
was published in 1738 from Daniel Bernoulli’s presentation of the problem. An indi-
vidual is required to pay a fixed fee to enter a coin toss game. A fair coin will be tossed
in sequence unti} a “tail” appears and ends the game. The payoff starts at | dollar and
is doubled after each “head” appears. The individual wins the final payoff when the
game ends with the first “tail”. The question is how much an individual should pay to
enter the game. In theory, the expected value of the game is pesitive infinity; yet in
reality, most people are willing to pay only a small amount of money to play the game.
The Saint Petersburg Paradox highlights a classical example where in vivo people
behave differently from what a naive decision theorist recommends, A naive decision
theorist would suggest that people pay an infinite amount because the expected value of
gambling is positive infinity; however, ordinary people usually follow heuristics rather
than pure mathematical reasoning. ’

Theoretical constructs regarding the development and maintenance of gambling
disorders often are not empirically developed and tend to remain untested against actual
gambling behavior, One example is the construct of “chasing.” Researchers have
defined chasing in several ways. Lesieur (1979) describes the “chase” as an individual
episode or series of gambling events where gamblers increase their losses because they
continue gambling compulsively to recoup previous losses. Lesieur (1984) asserts that
the intensity of the “chase” escalates as the money loss increases. Similarly, the
American Psychiatric Association defines pathological gambling as a persistent and
recwrrent pattern of maladaptive gambling that is characterized behaviorally as “needs
to gamble with increasing amounts of money” and “after losing money...returns...to
get even” or “chasing one’s losses” (American Psychiatric Association 1997). Patho-
logical gambling also entails elevated monetary risk (Breen and Zuckerman 1999).
Clinicians have considered “chasing losses” as a central attribute of pathological
gamblers. Finally, Dickerson describes chasing losses as “to bet more...by a sequence
of losing bets resulting in further betting with increased stakes andfor longer odds”
(Dickerson 1984, p. 133),

The suggestion that a gambler’s choice for more risky bets, and a desire for & bigger
win to “get even” more quickly, is inconsistent with the extant decision-making lit-
erature that shows “loss aversion” (Kahneman and Tversky 1979) motivates people
more than “winning.” To advance the scientific literature on this topic, it is necessary
to empirically investigate whether the behavior of in vive gamblers corresponds to a
conventional depiction of “chasing.” In this study, we primarily examine Dickerson’s
two-part definition of chasing: increasing stakes and/or betting on propositions with
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fonger odds to recoup losses. Further, we study the trajectory of gambling frequency as
measured by the number of bets when loss occurs and continues, Conceptually, chasing
is a construct that represents behavioral patteras of betting that evolve over time.
Consequently, this study is the first longitudinal investigation of actval ®gambling
behaviors that focuses on the nature of chasing. :

The extant empirical foundation for the constructs used to identify gambling disor-
ders is limited. For example, despite the popularity of inferring “loss of control”
(Blaszczynski and Nower 2002) as a construet to explain “compulsive” or “patholog-
ical” gambling, this association remains uncertain and not immune to caveats; the
reason for this uncertainty is that the empirical base for this explanation rests primarily
on self-report, The notion of gambling as an irrational impulse control disorder derives
primarily from gamblers who have sought heip for the disorder and not from gamblers
in the community. Clinicians typically diagnosis the presence of pathological gambling
by interviewing help-secking patients and then applying criteria and cutoff values (e.g.,
DSM-IV) (American Psychiatric Association 1997) to their self-reported gambling
patterns, Self-report measures of gambling wins and losses can be unreliable. Both
selection bias and recall bias compromise the reliability of clinical assessment. These
biases also limit the validity of inferring how problem gamblers differ from other
gamblers in their behavioral trajectories. Similarly, experiments (Potenza et-al. 2003;
Reuter et al. 2005) that shed light on the association between pathological gambling
status and reduced efficacy of the mesolimbic reward system often rely on self-report
interview questions. Further, the value of physiological evidence derived {rom gamblers
experiencing artificial gambling tasks is uncertain: using gambling experiments as a
substitute for in vivo gambling raises important validity concerns about whether proxy
gambling can stimulate responses that are sufficiently similar to actual gambling to yield
useful results (Anderson and Brown 1984),

In addition to the limitations of self-reported behavior, if we are trying to understand
behavioral trajectories, cross-sectional research can be misleading. Longitudinal analysis
is instrumental to understand the maintenance or escalation of gambling behavior
(Slutske 2007). The longitudinal analytic approach in our study is a type of random-
effects model that represents a common and unifying approach to fitting growth tra-
jectories and repeated-measures data (Laird and Ware 1982). To the best of our
knowledge, there are no studies that employ longitudinal analyses to investigate the
patterns of actual gambling bebaviors that reflect chasing-related monetary involvement,
risk preference, and frequency.

Recently, researchers began to leam from the study of actual Internet gamblers
(LaBrie et al. 2007, 2008; LaPlante 2008a, b), The present study extends this growing
hody of in vivo research by examining the natural course of gambling patterns evi-
denced by a group of Internet gamblers who reported gambling-related problems and,
consequently, voluntarily ended their gambling accounts because of these problems. We
will use a prospective cohort recently detailed in an epidemiological description of
Internet gamblers (LaBrie et al. 2007). The advent of Internet gambling provides an
ideal context to study gamblers who might experience gambling problems because this
technology permits us to examine prospectively every bet, with its stake and odds. This
study will focus on the behavioral trajectories of in vivo gambling that precede account
closure, In addition, this study will allow us to test the prevailing wisdom that gambling
problems increasingly are associated with higher levels of risk-seeking (i.e., increasing
stakes and/or engaging in longer odds bets when experiencing increasing monetary
foss).
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Methods
Sample

The research cohort consisted of 47,603 individuals who sequentially subscribed to an
Internet sports-betting service provider during February 2005, This service implemenied a
web-hased account closure system that allowed gamblers to close their accounts volun-
tarily. To close an account, players were required to report one of three listed reasons for
the account closing: (a) I am unsatisfied with the company; (b) I have no more interest in
betting; (c) Gaming causes me financial, social or personal problems; therefore, I would
like to close my account in context with the prevention of gaming addiction,

To be inciuded in this study as a case, players must have wagered on live action events
for 3 or more betting days and reported closing their accounts because of gambling
problems (i.e., reason {c) above). Live gambling allows gamblers to follow the progress of
a particular sports event and bet on various imminent outcomes. For example, as a tennis
match progresses, a gambler can bet on “How many set points will the winner of the first
set need to win the set?”, “Who will serve the first ace in the second set?”, “Who will be
the st to win 10 points-in the third set?” and so on. To examine how cases differ from
other gamblers, we employed a nested case~control study design (Rothman and Greenland
1998). To approximate the risk set, we selected those who had open accounts on the day an
individual’s account was closed due to gambling problems, but who did not close their
accounts. We randomly sampled controls without replacement from the risk set. We
employed a 1:1 ratio of case—control matching on age and sex variables. As a result, both
cases and controls had the same distributions of the age and sex. We do not have other
demographic variables such as income level or education for this cohort, The cases and
controls were not matched for the number of beiting days because this variable is fun-
damental to the imbalanced data structure for our longitudinal analysis.

We only included gamblers with a history of live action gambling activities for three
reasons. First, live action gambling requires quick evaluation and rapid decision for a
sequence of outcomes while sporting events are taking place. This type of quick evaluation
and rapid decision is common among various types of casino and poker games and research
suggests that this type of rapid evaluation and decision-making can be made quickly, with
autonomic arousal (Sharpe et al. 1995), and without conscious contemplation (Bechara et al.
1997). Second, using only live action gambling data prevents bias from sports fan prefer-
ence about event outcomes that support their favorite teams, a common phenomenon in
conventional fixed-odd sports gambling, that might preclude observation of chasing-like
behavior. Third, unlike other fixed-odds gambling data where betting and event outcome
can be separated by days, live action gambling data can be aggregated easily on a daily
basis, an efficient way to construct a dataset suitable for longitudinal analysis.

During the period between Feb Ist 2005 and June 30th 2006 (study period), 264
gamblers who had a history of live action gambling closed their accounts because they
reporied gambling probltems. To predict both group-average trajectories in a statistically
meaningful way, we excluded gamblers who had less than three live action betting days.
As a result, the number of cases in our study was a sub-sample of 226 gamblers,

Design

We criployed a nested case—control design in our study. The outcome variables included
net loss, stake, odds, and number of bets, We standardized the daily aggregates of stake,
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odds, and net winning by the daily aggregates of bets because the respective aggregates of
stake, odds and winning were influenced by the number of the bets. We used log trans-
formation to normalize the right skewness of stake per bet, odds per bet and the number of
bets. The net loss per bet is, on average, positive (i.e., gamblers lose); this inevitable
outcome is due, in part, to the “rake” collected by the gambling provider,

To operationally define the “time” variable for the longitudinal analysis of gambling
behaviors prior to account closure, we used the following two schemes: (a) active betting
days; and (b) calendar days. We counted backward in both schemes. In the first scheme, the
last betting day was coded as 1, and the previous betting day was coded as 2 and so ou,
regardless of the calendar days. In the second scheme, we used the last day of our
observation period (June 30, 2006) as day 1 and counted backward to Feb 1, 2003, yielding
a total ol 525 calendar days, We applied both schemes of coding *time” variable to the
cases and controls. ’

Analyses

To determine the length of the time that would be included in the following analyses, we
examined descriptive statistics. Prior to account closure, the number of active gambling
days ranged from 3 to 299 days (Table 1) among the sub-sample of 226 gamblers. 50%
had at least 23 gambling days and the mean gambling days was 45 days. We computed
regression coefficients of the time effect using 23 days prior to account closure as the
maximum analytic period because this time frame covered a majority of the cases.
Therefore, day | represents the last betting day. A case might or might not have closed
account on that day. We plotted the group average by the betting days prior to closing. We
stratified these means by case—control status. We employed lowess smoother (smoother
span == 1/3) on the plotted means to illustrate the trends,

Since the number of active betting days varied by individuals in our sample, we applied
a two-stage random-effects model (Laird and Ware 1982; Ware 1985) to handle the
imbalanced longitudinal data structure. We used the NLME package (Pinheiro et al. 2008)

Table T Descriptive statistics
for the live gambling account
closers who identified themselves
as having gambling related

Sub-sample Full sample
(at least 3 days)

problems Total subjects 226 264
Total ohservations (daily aggregates) 10,143 10,199
Demographics
Age (s.d.) 293 (R0) 30 (8.9)
% wmale 93 93
Gombling behaviors
Range of gambling days 3-299 1-299
Mean gambling days 45 39
Median gambling days 23 i6
Median # of bets per gambling day 5 3
Median stake per bet £7.67 €7.64
Median Odds per bet 249 249
Median actual net loss per bet €0.67 €0.68
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in R 3.1 to conduct the regression analysis. We used the Restricted Maximum Likelihood
method to compute parameter estimates, For simplicity purpose, we assumed no within-
subject serial correlations, Our basic model can be formulated as:

Yy = Bo + BiTimey + B + PuTime; + ey where Time; denotes the time of the j
measurement occasion on gambler i, and f; denotes the coefficient of the time effect. In
other words, the corresponding change of Y associated with one unit change of Time (i.e.,
day). We assumed standard Gaussian distributions for fz. fir, and e We estimated the
time effect with and without adjusting for age and gender as covariates; this provides an
opportunity to further determine the potential influence of these covarintes. We used Q-Q
plot to examine and confirm the Gaussian distribution assumptions for the random effects.
We used the Bayesian Information Criterion (BIC) to examine model fit and confirm the
assumption of no within-subject serial correlation, To investigate whether cases had dif-
ferent behavioral trajectories compared to the controls, we revised our basic model by
adding a main effcet of case status and examined the interaction term between case status
and time in the fnreraction model.

When we estimated the time effect, we restricted the range of data points to the
cumulative gambling days prior to account closing. Specifically, for the duration of the 23-
day analytic period, we computed a total of 21 coefficients (from Lst~3rd day to Ist-23rd
day) for the time effect, For example, since each of the 226 gamblers had at least three
observations of daily aggregates, we computed the coefficient of the time effect for the last
three gambling days prior to closing using a total of 678 observations of daily aggregates, 3
days from each of these 226 gamblers. Further, we computed the coefficient for the last
four gambling days prior to closing by restricting the data to the last four daily aggregates;
gamblers with only three observations contribute all 3 days to form their respective tra-
jectories. Because we computed the trajectory for each individual cumulatively using the
algorithm just described, we computed and interpreted the group average trajectories as
cumulative time effects prior to closing. To illustrate the patterns of the time effect
coefficients near account closure, we plotted the coefficients of the time effect against the
days prior to closing, We reversed the signs of the effects in the plot so that the coefficients
correspond. to the time effects approaching account closure. Similar to the means, we
stratified these coefficients by case—control status.

Results
Monetary Loss

Figure | illustrates that both cases and controls experienced loss, but the cases evidence
increasing loss per bet for the last several betting days, For example, the average losses per
bet on the last 3 betting day were €3.3, €4.7, and €7.5 (day 1} per bet [or the cases. The
average losses per bet on the equivalent last 3 betting day among the controls were €3.5,
€3.7, and €3,7 per bet. Figure | indicated that gamblers who closed their account due to
gambling problems experienced an increase of monetary loss—on average €2 per bet—
each day during the last 3 betting days prior to account closing. When we examined the last
6 betling days among the cases, we observed a statistically significant rate of change
(f = 1.02, p-value == 0,03, 95% CI [0.08, 1.97]). This rate of change with respect (o loss
per bet increased from €1 per bet during the last 6 betting days to €2 per bet during the Iast
3 beiting days. Based on the stratified analysis, the magnitude of the rate of change appears
to be greater among the cases as they near their account closing time. This observation
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reveals the increasing tendency toward monetary loss among those whe eventually closed
their accounts due to gambling problems. The rate of change regarding loss per bet among
the controls remained constant during this time in Fig. 1.

Monetary Involvement: Stake Per Bet

Figure 2 shows an increasing average log-scaled stake per bet among the cases as they near
their account closure dates, For example, the average log-scaled stake per bet for the last 3
betting days among the cases were 1.71, 1.75, and 1.91; the average stake per bet for the
same period were €17.4, €18.8, and €23.3. Among the controls, the average log-scaled
stake per bet for similar period were 1.40, 1,32, and 1.32; the average stake per bet were
€15.1, €12.8, and €15.7, T-tests on the log-scaled stake per bet suggested significantly
greater monetary involvement among the cases as compared to the controls (i.e., t = 2.2,
3.1, and 4.0; p-value <0.05, <0.01, and <0.001, respectively). Lowess sinoothers in Fig. 2
suggest that a declining monetary involvement among the controls for the 23-day analytic
period. The decline was much less salient among the cases; on the conrary, the beginning
of an uptrend was evideni near 5th day prior to closure, Figure 2 compares the rates of
change of stake per bet (log scale) in the days preceding the closure for the cases and
controls. For example, for the last 5 betting days prior to closure, the coefficient of the time
effect is around 0.05 (p-value = 0.02) with 95% CI [0.01, 0.09]. That is, I beiting day
nearer to the closure is significantly associated with an increase of stake per bet by about
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Fig. 1 (Above) Average loss per bet counting backward prior to account closing, (Below) Regression

coefficients of cumulative time effect on loss per bet in five action gambling. A solid marker indicates that
the coefficient significantly differs from 0 at an alpha fevel of 0.05
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Fig. 2 {Above) Average tog-scaled stake per bet counting backward prior to account closing. (Below)
Regression coefficients of curmulative time effect on log-scaled stake per bet in live action gambling. A solid
marker indicates that the coefficient significantly differs from 0 at an alpha level of 0.05

5%, Similarly, the rate of increase of stake per bet among the last 3 betting days shows a
10% increase per day as the gamblers approaches their account closure dates. In contrast,
the rates of change for the controls appear to be constant near zero. This means that, among
the controls, there is no statistically significant stake per bet chanpes during parallel
analytic periods, even for the equivalent period prior to account closure. The rates of
change for the interaction terms in the interaction models corroborated the results of the
stratified analyses: the coefficients for the interaction terms increased from 0.04 (p-
value = 0.04) with 95% CI [0.002, 0.07] for the last & days to 0.14 (p-value = .02) with
95% CI [0.02, 0.26] for the last 3 days. Coding “time” according to calendar days yields
similar trend results: the nearer cases get to their account closure dates, the percentage
increase of their stake per bet advances at a more rapid rate.

Risk Preference; Odds Per Bet

From the lowess smoother in Fig. 3, there appears to be a small downtrend of risk pref-
erence among the cases several days preceding closure. The average log-scaled odds per
bet among the cases for the last 3 days were 1.01, 1.07, and 0.96; the average log-scaled
odds per bet among the controls for the last 3 days were 1.10, 1.08, and 1.12, The log-
scaled odds per bet among the cases for the last 3 days was significantly lower than the
controls {1 = 1.97, p-value < 0.05). The downtrend appears to begin around the 5th day
preceding closure. Figure 3 shows that the rate of change in log-scaled odds per bet among
the cases is decreasing prior to closure; however, this rate of change is not statistically
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Fig. 3 (Above) Average log-scaled odds per bet counting backward prior to account closing: (Below)
Regression coefficients of cumulative time effect on log-scaled odds per bet in live action gambling. A solid
marker indicates that the coefficient significantly differs from O at an alpba level of 0.05

significant, Based on the data from the last 5 betting days, 1 day closer to the account
closure is associated with a 2% decrease of odds per bet for cases’ risk preference. A
decrease of odds (or shorter odds) per bet suggests involvement with less risky bets (i.e.,
bets with more ¢ertainty), Among the controls, the log-scaled odds per bet remain constant
in Fig. 3. Using calendar day as the “time™ variable, we also observed a conservative risk
preference (i.e., less risky) as indicated from the downtrend of negative coefficients, where
some coefficients near the closure time were significantly less than zero (i.e., f = —0.0005
for the last five day period, p-value = 0.02, 95% CI [—0.00{, —0.0001}; f = ~0.00045
for the last six day period, p-value <0.05, 95% CI [-0.001, ~-0.00001]).

Risk Preference; Number of Bets

Figure 4 illustrates dowatrends of the average log-scaled number of bets for both the cases
approaching their account closing and for the controls, Figure 4 also shows a consistent
downtrend of the significant rates of change with respect to number of bets per day. This
downtrend indicates that the percentage of decrease in the number of bets per betting day
increased for all gamblers. In other words, gamblers with problems and the controls appear
1o make fewer and fewer bets over time. In addition, none of the 21 ceefficients of the
interaction terms in the interaction models were statistically significant, suggesting that the
tendency to make fewer bets is common among both cases and controls,
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Discussion

Using evidence from a group of Internet gamblers who identified themselves as having
gambling problems, we examined the patterns of actual gambling behavior that led these
gamblers to voluntarily close their online gambling accounts. We observed that while they
experienced increasing loss preceding account closure, these gamblers appeared to try
recouping their losses by increasing their stake per bet on events that were probabilistically
less risky, We also observed decreasing gambling frequency as measured by number of
bets during the analytic period,

Qur findings of in vivo Internet gamblers extend the risk preference literature. Among a
group of gamblers who identified themselves as having gambling problems, we unex-
pectedly observed evidence of a risk-averse gambling pattern. The construct of *chasing,”
cpisodic interview records among Gamblers Anonymous members (Lesieur 1979, 1984),
and structured questionnaires that assess pathological gambling (American Psychiatric
Association 1997) suggest an increasing risk-seeking tendency among those with gam-
bling-related problems. However, the results of this study reveal the downtrends of average
log-scaled odds per bet and negative coefficients (Fig. 3) as well as some significant
departure from zero using calendar day as the coding scheme for the “time” variable.
These findings may reflect the tendency of problem gamblers to increasingly become
probabilistically risk-averse. Instead of making more risky bets by increasing their stake on
probabilistically longer odds, as Dickerson (8) had suggested, this group of gamblers tried

@ Springer



134

1 Gambi Stud {2009) 25:239-252 249

to recoup losses by increasing their stake on events with higher probabilities of winning
(i.e., they become more risk averse and, therefore, bet more conservatively).

Previously, some research seemed to suggest the opposite: using a simulated gambling
task to study rapid processing of monetary gains and loss, Gebring and Willoughby fourd
that betting choices after losses were riskier (Gehring and Willoughby 2002). Instead, we
observed a risk-averse pattern of live action gambling during a period when gamblers
experienced loss and increasing loss. The difference in our research focus might explain
the contrast in the findings. Our longitudinal data was constructed using daily aggregates;
we aimed at estimating in vivo behavioral tendencies, rather than experimental event-based
responses. Thus, “instant utility” (Kahneman 1999), a mental state resulting from
sequential event-based evaluations, had little influence on this data. Further, the short-term
mood or emotional states that can impact event-based gambling sequences had little impact
on our findings. We employed a longitudinal data structure (i.e., daily aggregates) that
operationally represents and is consistent with the premise that (a) “the long-term chase is
the distinguishing feature of compulsive gambling” (Lesieur 1984; O’Connor and Dick-
erson 2003) and (b) the DSM-IV behavioral cross-session criterion that a disordered
gambler “often returns another day to get even.” With actual behavioral data, our findings
advanced the knowledge base focusing on the human tendency toward “loss aversion”
during a period when problem gamblers experienced increasing monetary losses, an aspect
not previously studied in the above-mentioned event-based experiment.

It is intriguing to consider the concurrency between the monetary involvement and risk
preference behavioral changes that emerge for cases prior to closing their accounts.
Although the plots of slopes by days prior to closing suggest that the stake per bet and odds
per bet rate changes appear to begin near the 5th day preceding account closing, it is not
sufficient from this study to proclaim the exact location of this dynamic change. However,
this finding can suggest that contemplating a decision to self-exclude is perhaps a relatively
brief temporal process, during which gamblers increase their stake and reduce their
probabilistic risk to recover loss. If loss continued to escalate, however, it did not take long
before players made a decision to close their account, This phenomenon of gambling larger
stakes prior to voluntary closure resonates with the clinical observation of substance
abusers who stop using psychoactive drugs after taking a “last fling.” That gamblers bet a
larger stake while simuitaneously becoming more conservative in their risk preference
provides support for the notion that losing encourages people to become more “loss
ayerse” than “gain motivated” under conditions of uncertainty. Future research should
focus on identifying possible break points where gamblers’ change their behaviors with
long series of data points.

In general, the comparisons between the cases and controls based on the stratified
analysis and the interaction models appear to be consistent. The gamblers who closed their
accounts due to gambling problems evidenced heavier stake per bet than the controls,
although both groups appear to experience loss and engage in fewer bets. This finding also
was consistent when we employed other 1: n matching ratios (n > 1) with more precise
standard crrors (these results are available from the authors upon request).

The estimates of the cumulative time effect were consistent when we used adjusted
models (i.e., for age and sex) instead of the unadjusted models reported in this paper {these
results are available from the authors upon request). We expected this correspondence
because, by matching on age and sex, these two covariates were uncorrelated with case-
ness; therefore, the estimates of the cumulative time effect in the unadjusted model should
not be biased without controlling for age and sex. Moreover, although we observed that the
two coding schemes for the *time” variable {e.g., whether calendar days or betting days
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were used) influenced the magnitude of the coefficient, the direction of the time effects on
the outcomes was consistent regardless of coding scheme. Finally, the random effects
employed in our models appeared to fit the Gaussian assumption. According to BIC, the
assumption of no within-subject serial correlation fit the data well when the cumulative
time spans were near the account closure. )

This study has several limitations. First, we did not have information about individuals’
wealth, other gambling activities (i.e., Internet or land-based venues), personality (Blas-
zezynski et al. 1986), and cognitive determinants; some of these attributes can be linked to
the development and maintenance of gambling disorders (Breen and Zuckerman 1999,
Shaffer and Korn 2002), Because wealth can affect both monetary invoivement and
gambling frequency, controlling for wealth should yield a more accurate estimate of the
cumulative time effect. In the absence of wealth information, our choice of a nested case~
control design should limit possible confounding, but not entirely. Further, monetary loss
has been presumed as the main reason why gamblers closed accounts. Despite the absence
of wealth information, our findings about greater tendency of gambling loss among the
account closers near the closure time confirmed the existence and nature of salient
behavioral changes. Second, seasonality can impact gambling behaviors associated with
sporting events, which is not accounted for in our longitudinal models. However, sca-
sonality might not be an influential factor in our analyses because the gamblers’ dates of
voluntary termination varied during the observation period. Because our analyses focused
on live action gambling, a type of gambling similar to casino games and poker games that
requires rapid decisions and quick evaluation, seasonality likely has limited impact on our
findings. Third, the current cohort represents Internet sports gamblers. Therefore, their
gambling behaviors might not readily generalize to other types of gambling, Nevertheless,
it is worth noting that live actios gambling shares some similar cognitive characteristics as
Poker and some Casino games where rapid evaluation and decisions are cognitively
engaged. Finally, the last daily aggregate (day 1) in Fig. 4 should not be interpreied as a
full-day aggregate because the time of the day when a gambler closes account might vary.
Therefore, the last observation (day 1) in Fig. 4 among the cases must be read with caution:
the average log-scaled number of bets for day 1 should be greater than the reading in
Fig. 4. Nevertheless, the gambling frequency is trending downward among both the cases
and controls. The measurements for stake, odds, and net loss were valid as well because we
standardized these indices by the number of bets.

This study has several important theoretical implications. The dictum that “losses Joom
farger than gains” (Kahneman and Tversky 1979) might have played an imporant role in
how gamblers chase their losses. This study suggests that people, even those who self-
identify as having gambling problems, are more “loss averse™ than “gain motivated”
under conditions of uncertainty; they choose more conservative wagers to prevent further
loss—despite their willingness to bet with greater stake size. It is possible that when
players employed a more conservative gambling strategy, the momentum of losing might
have triggered a decision to voluntarily terminate their account. If so, this new model of
chasing raises important questions about the capacity for self-control during periods of
excessive gambling. Because most [nternet gamblers also are land based gamblers, it is
possible that similar behavioral patterns exist within Jand based gambling settings. How-
ever, due to the lack of in vivo data derived from players in those settings, our current
understanding of “chasing” remains limited because of the recall bias associated with
participants in land-based gambling research. Qur findings suggest that it is possible for
some gamblers to self-control {e.g., self-exclude) some aspects of their gambling behavior
even under adverse circumstances. More research will be necessary to better identify (1)
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the heuristics that guide Internet players’ decisions to close their accounts, (2) the temporal
sequencing of the associated behavioral changes, (3) the mediators of these processes (i.e.,
co-occurring disorders, cognitive processes), and (4) the unique attributes of these gam-
blers compared with other types of gamblers,

Statistically, the expected value of any bet is negative because of the service provider’s
“rake,” Therefore, from a behavioral economics perspective, engaging in gambling vol-
untarily without contemplating the negative expected value is paradoxical and irrational
(Wagenaar and Albert 1988). We can view the self-initiated voluntary account closing by a
problem gambler as a measure of seif-control; this control represents a transitional state
from irrational to rational. By providing actual gambling behavior as an evidence base, this
study advances our understanding of the choice of risk before problem gamblers decide to
close. ;

In sum, regarding the construct of “chasing losses,” we observed evidence that supports
the construct with respect to increasing stake during increasing monetary loss. However,
we also observed that, among this group of gamblers who experienced gambling problems,
betting long odds is a path “less traveled by.” We observed reduced gambling frequency
among these problern gamblers. This apparent paradox reflects an intriguing example of
how studies focusing on actual behavior can contradict a prior theoretical proclamation,
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ARTICLE INFO ABSTRACT

Internet gambling is a potential object of addictive behavior and consequently an important concern for
public health. Epidemiological analyses of Interngt gambling are necessary to determine the extent of
public heaith threat. This paper teporis the results of the first prospective epidemiolegical study of actual
Internet poker gambling behavior. Participants were 3445 internet gambling service subscribers who
enrolled dusing February 2005. Data include twa years of recorded poker outcomes (i.e., chips bought
and sold) for cach poker session played. Among our sample, we identified two subgroups of poker play-
ers. Approximately 95% of the sampie bought 2 median of €12 worth of chips at each of two poker ses-
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‘,,r;:;:“ sions per week during a median duration from fivst fo last bet of six months. A smatler subgroup {i... 5%}
Epidemiology of most involved poker players bought a median of £89 worth of chip at each of 10 sessions per werk
Public health during a median duration from first ta last bet of 18 months. In addition to level differences, we report

the differences in patterns of behavior observed between these two subgroups, The analyses preserted in
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1. Introduction

Most people who gamble never experience serious gambling-
velated problems (Shaffer, LaBrie, LaPlante, Nelson, & Stanton,
2004); however, same expetience poor financial and heafth out-
comes {Petry, 2006). These gambling-related problems are similar
to the sequelae associated with other expressions of addiction
(Shaffer, LaPlante et al., 2004) and consequently, gambling is asso-
clated with many of the same concerns as ather objects of addic-
tion. For cxample, the availahility of common objects of
addiction (e.g., alcohal, tobacen, gambling] tepds uniformly to cre-
ate concerns about the emergence of addictive behavior and its se~
quetaec among the general popufation (Shaffer, LaBrie, & LaPlante,
2004; Weitzman, Folkman, Folkman, & Wechisier, 2003}, With re-
spect to gambling, new forms of gambling often raise concerns that
easy access to and social approvai of gambling will expose more
peaple to the risks of gambling, increase the number of people in
the general population with gambling-refated problems, and exac-
erbate the difficulties of those already affected by gambling (DeF-
uentes-Merillas, Koeter, Schippers, & van den Brink, 2004;
LaPlante & Shaffer, 2007).
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Politicians, advocates and researchers alike have expressed con-
cerns about the potential public health impact of Internet gambling
{Blitz & Yeager, 2006; Griffiths, 2001, 2003; LaBrie, LaPlante, Nel-
son, Schumann, & Shaffer, 2007; Lemke, 2006; Savage. 2007).
Unfartunately, the validity of such concerns is unctear. Although
gambiing in general is now widely recognized as a potential object
of addiction {Shaffer, LaPlante et al.. 2004), researchers know little
about the ways that different types of gambling might influence
the development of addiction, Internet gambling, for example,
can take many forms {e.g., casino-type games, lotteries, and poker),
but we do not know whether different forms pose differential risk
to health. fnternet poker is of particular interest because of the cue-
rent popularity of poker ("How to counter onfine bets”, 2006;
McManus, 2006; Mihoces, 2007, Wise, 2007). A first step toward
understanding the relative influence of different types of gambling
on addictive behavior is to determine the epidemiology of particu-
lar gambling activities. This paper provides the first ever epidemi-
ological analysis of the actual gambling behavior evidenced by a
large cohort of Internet poker gamblers,

1.1, Current Information about Internet gambiing and Internet poker
Policy malkers and some in the general public have expressed

concerns about internet gambling (Business Week, 2007; Ford,
2006; Murray & Grimaldi, 2006; Savage, 2007}, Examples of these
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concerns include: Unlimited access to gambling venues at home or
work; easier access for underage gambling; gambling to escape
problems; playing multipie games at one time; anonymity allow-
ing users to engage in gambiing without fear of stigma: harmful
marketing practices: and gambiing while intoxicated (Griffiths,
2001, 2003}, Many such ¢oncerns about Internet gambling derive
exclusively from speculation because of a dearth of empirical re-
search related to these issues.

The bulk of the available literature related to Internet gamnbling
focuses on rates of participation and related probtems, and rates
vary widely from study to study. For instance, several cross-sec-
tional studies utilizing self-report surveys estimate the prevalence
of Internet gambling in the general papulation to range from 1.2%
to B,1% (e.g.. Responsible Gambling Program of British Columbia,
2003; Griffiths, 2001; lalomiteanu & Adiaf, 2002; Volberg, 2002;
Wardle et al., 2007), Similarly, studies involving special popula-
tions, such as clinical samples (Ladd & Petry, 2002; Petry, 2006;
Petry & Mallya, 2004), are also variable.

To date, only one study has examined Internet poker play
(Wood, Criffiths, & Parke, 2007). Researchers asked 422 coliege
students from the midlands region of the United Kingdom to
self-report retrospectively their poker play. Wood et al. found that
approximately 29% {n = 123} of the study sample participated in
online poker play multiple days each week. Eighteen percent of
these participants endorsed at least four DSM-IV criteria for path-
ological gambling. The extant studies are Himited. Most used sam-
ples of convenience (i.e., non-probability samples), limiting the
generalizability of the studies and obtained self-reports of hehavior
which are subject ta inadequacies of recalt and potential hias to-
ward more socially acceptable answets.

1.2. Longitudinal research on actuat gambling behavior

Until recently, there have been a limited but growing number of
available longitudinal gambling studies {e.g., Abbott, Witliamis, &
Volberg, 2004; Barnes, Welte, Hoffman, & Dintcheft, 2005; DeFuen-
tes-Merillas et al, 2004; Hodgins & ci-Guebaly, 2004; jacques,
Ladouceur, & Ferland, 2000; Shaffer & Hall, 2002; Slutske, Caspi,
Moffitt, & Poulton, 2005; Stutske, Jackson, & Sher, 2003; Vachon,
Vitaro, Wanner, & Tremblay, 2004; Vander Bilt, Dodge, Pandav,
Shaffer, & Ganguli, 2004; Wiebe, Single, & Falkowski-Ham, 2003;
Winters, Stinchfield, Botzet, & Anderson, 2002; Winters, Stinch-
field, Botzet, & Slutske, 2005). These studies were self-report sur-
veys of gambling behaviors repeated over time, and none
examined Internet gambling specificaliy.

We are not aware of any research studies before our research
program that examined actual gambling behavior. To date, we
have published three studies about Internet gambling using a fon-
gitudinal design and actual gambling behavior, One study (LaBrie
et af., 2007} examined the actual daily Internet gambiing behavier
of more than 40,000 Internet sports gamblers during an 8-month
study period. A second study LaPlante, Schuman, LaBrie, and Shaf
fer {2008) observed a general exposure and adaptation experience
consisting of an eight-day period of increasing gambling after ini-
tial exposure to both Hxed-odds and live-action betting followed
by a gambling decrease during the next 3 months, This adaptation
patiern was not ebserved for the 1% most invotved bettors (MIB),
identified by the number of bets made and total monies wagered,
During the Jength of the study, MIB hettors often maintained or in-
creased their betting activity, The third study (LaBrie, Kaplan, taP-
fante, Nelson, & Shaffer, 2008), measured the gambling behavior of
4222 Internet casino gamblers during a two-year period. LaBrie
et al. identified two distinct groups of gamblers simifar to sports
bettors: maderate gamblers and an empirically determined group
of most invoived bettors whose gambling behavior exceeded that
of §5% of the sample.

1.3, Present study

To advance and expand the extant literature refated to actual
Internet gambling behavior, the present study examined the poker
play of participants in an epidemiological study who used an Inter-
net gambling service provider's poker site, We analyzed the daily
records of poker sessions into the total amount of chips purchased,
amount of chips cashed, and sessions conducted. We present three
types of results: (1) an epidemiological deseription of the charac~
teristics of 3445 sequentiatly subscribed Internet poker players;
(2) an epidemiological description of the gambling behaviar of
these Internct poker players; and (3) an. epidemiological descrip-
tion of the gambling behavior of an empirically determined sub-
group of most invoived poker players.

1.4. Hypotheses

Qur previous research {LaBrie et al, 2007, 2008; LaPlante et al.,
2008} identified primarily moderate internet gambling behavior
amang subscribers ta this internet gambling service, compared to
the excesses suggested by some stakeholders (Ford, 2006; Griffiths,
2003; Kyl, 2003; Wood et al., 2007}, in those studies, we also ob-
served that a small {i.e., 1% or 5%) portion of the population dis-
played more extreme gambling behaviors than the majority of
the population. Because both sports gambting and poker playing
are chance games that attempt to incorporate a measure of skill
{e.g., anticipating spread and implementing strategy, respectively),
we hypothesize the presence of a similar pattern of gambling
behavior among poker players. Mare specifically, we anticipate
observing what many might consider to be moderate gambling
behavior for the majority of the poker sampfe, but also a fack of
continuity in our sample’s betting behavior. A smali fraction of
the population will display discontinuously extreme betting
hehavior across measures.

2. Methods
2.1. Sampie

The full epidemiological research cohort included 48,114 people
who opened an account with the Internet betting service provider,
bwin Intecactive Entertainment, AG {bwin), during February 2005
(i.e., 100% of new subscribers). The Internet site, bwin, known best
for its sports gambling setvice, offers several types of gambling ser-
vices including poker, This investigation inciudes a eohart of 4459
subscrihers who elected to play poker online. We excluded from
the current study 951 participants whao played less than four poker
sessions during the study period and 63 poker players wha did not
begin poker play until the last month of the study period {i.e., after
January 31, 2007). The resulting sample includes the 3445 people
with more than a passing interest in playing poker and a sufficient
observation period.

2.2, Measures

The availahle demographic characteristics of the research sam-
ple included age, gender, country of residence, and preferred lan-
guage, At enroliment, participants elected to interact with the
wagering system in one of 22 fanguages.

The study participants’ actual transaction records with the poker
platform provide the gambling behavior measures, A gambling ses-
sion consists of the recorded vaiue of chips purchased at entry to the
poker platform and the value of chips at exit, if any. We aggregated
the daily records of poker sessions into the tatal amount of chips
purchased, amount of chips cashed, and sessions conducted,
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The gambling behavior measures are based on daily aggre-
gates of betting activity records, We summarized the daily aggre-
gations into composite measures of gambling behavior. We
measured the duration of gambling involvement (i, Duration}
as the number of calendar days from the first eligible session
to the last. We ohtained the total number of sessions {i.c., Total
Sessions} and total monies wagered (i.e., Total Wagered) hy sum-
ming the daily aggregations. To obtain a measure of intensity, we
calculated the Sessions per Day by dividing Total Sessions by
Duration, We obtained the average buy-in {value of chips pur-
chased) per session (e, Euros per Session) by dividing Total Wa-
gered by the Total Sessions, The net result of gambling (i.e., Net
Loss) is the difference between Total Wagered and total win-
fiings. The dominant outcome is a net loss and, by subtracting to-
tal winnings from Total Wagered, positive values indicate net
fosses, the cost of gambling. We converted Net Loss to a percent
of total wagers (ie., Percent Lost) o create an index of losses
that is independent of Total Wagered.

2.3. Procedures

We canducted a secondary data analysis of the subscriber data-
base obtained from bwin. We received approval from our Institu-
tional Review Board to conduct secondary data analyses of the
available infarmation.

2.4. Data analysis

We summarized the participants' demographics and gambfing
behavior using descriptive statistics., Tests for differences be-
tween group means included testing the assumption of equal
variances and, if necessary, adjusting for unequal variances. We
organized the analyses into three sections: (1) cohort character-
istics; {2} cohort gambling behavior; and (3} the behavior of
most involved players. For cohort characteristics, we repart gen-
der and country distributions, as well as gambling behavior dif-
ferences by gender. For cohort gambling behavior, we repart
gambling involvement by time {i.e., Duration), betting intensity
{i.e,, Total Sessions, Sessions per Day, Euros per Session), and
money at risk {i.e, Total Wagered, Net Loss, and Percent Lost).
We afso examined the correfations between measures. The distri-
bution of characteristics violates the assumptions of normality
necessary for the interpretation of product moment correlation
coefficients. Consequently, to avoid the undue influence of ex-
treme observations on the relationship between characteristics
we used a non-parametric procedure (i.e., Spearman’s rank-order
corretation) to measure the degrees of asseciation, For this same
reason, we provide medians when describing eohort gambling
behavior.

The measures of betting intensity were all skewed towards
extreme values. We considered that extreme amounts of Totak
Wagered was the best measure of involvement because it car-
ried with it the highest risk for financial problems associated
with disordered gambling, Similar to a scree plot, Fig, 1 presents
the centiles of the distribution of Total Wagered and reveals a
discontinuous distribution beginning at the 95th centile, Guided
hy this evidence, we operationally defined the most involved
players as those among the 5% of the cohort with the largest
Total Wagered. We report gambling behavior for the entire co-
hort, the most involved 5% and the remaining majority of
bettors,

The targe sample size greatly reduces the {ikelihood that ob-
served differences result by chance, limiting the usefulness of tests
of statistical significance. Consequently, it is important to consider
both the statisticat significance and the size of any effects to deter-
mine the practical significance of any differences.

3. Resulis
3.1. Cohort characteristics

The average age of the cohort was 27.9 years (SD=84) and
mast {94.5%) were male. The players were from 46 countries, The
majority (24.8%) were from Denmark. There were 17.3% from Ger-
many, 9.6% from: France, 6.9% from Austria, and 8% from Spain. Tur-
key, ltaly, Greece, Poland, and Norway each accounted for
approximately 5% of the sample. Switzerland, Sweden, and Portu-
gal accounted for 3.1%, 2,4%, and 1.3% of the sample, respectively,
while the remaining 33 countrics accounted for the remaining
4.2% af the cohort.

The relatively few women (5.5%) in the sample differed from the
men on anly twoa characteristics. The womnen {n this study were old-
er than their male counterparts (Mwomen = 31.7 years of age, S0 = 11
versts My, =27.7 years of age, SD=8.2, {{199,1) =497, p<.001
adjusting for unequal varfance. On average, wamen bet for a shorter
duration af time than men did {Mwomen = 208 days, §D =223 versus
Miyen = 267 days, 5D = 232, {3443} = 3,37, p < 001}, Given the rel-
atively small numher of women in the cohort and a single difference
in gamhling behavior between men and women, we chase not to
conduct analyses separately by gender.

3.2. Cohort gambling behavior

The first set of columns in Table 1 present the total sample’s
descriptive statistics for the measures of poker behavior, The dif-
ferences between the medians and means and the standard devia-
tions, as well as the Kolmagorov-Smirnov test for normality reveat
that most distributions are not normal and are skewed by extreme
values. To create the most representative characterization, we uti-
tize the median as the description of centraf tendency,

The typical poker player in our sample was an active poker
player for a median Duration of six and a half months and partic-
ipated in a median of one poker sessinn every three days (i.e, Dura-
tion/Total Sessions), The median Euros per Session gambied was
€13 and the median Net Loss across all sessions was €106, A calcu-
tation that divides median Net Loss by median Total Sessions re-
veals the median cost of playing poker was €1.8 per session.

3.3, Relationships between gambiing behaviors

As Table 1 shows, the gambling behaviors were not normally
distributed, Consequently, we calculated non-parametric rank-or-
der correlations (rho) between behaviors. Table 2 presents the cor-
relations for the entire study sample. Of note, people who played
paker for a fonger period of time (Duration) tended to play fewer
sessions during that period (Sessions per day, rho = G2), Risking
more money {Total Wagered) was related to playing more often
{Tatal Sessions, rho =85} and to wagering higher stakes per ses-
sion (Euros per Session, rho = .57) However, hettors who wagered
mare (Total Wagered) also fost a smaller portion of the monics
bet {Percent Lost, rho = - 36). 1t {s notable that individuals who lost
farger portions of their monies bet {Percent Lost} were involved for
shorter periods (Duration, rho = -.23) and played fewer poker ses-
sions when they were involved (Total sessions, rho = -.41),

3.4. Most involved players

Fig. 1 shows the disproportionate distribution of Total Wagered
that begins at the 95th percentile, The final columns of Table 1 de-
scribe the behaviar of the 5% most involved polker players. Accord-
ing to median measures of behavior, these players were active for a
duration of 18.5 months and participated in a session and a half per
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Table 1

Gambling behaviar of Internet poker players #nd most invalved poker players.

Measure Total sampie {n = 3445} Majnrity {95%} (n = 3272) Most involved 5% (n » 173)
Mean {SD} Median K-S df P Mean {30} Median  Mean {SD) Median ¢ df p(2-tited) Cohen's d

Duration 263 {232) 196 013 345 <Dl 248{225) 6t 530 (190) 565 -i88 1985 <000

Totat Sesstons 197 {376} 50 030 3445 <001 152 {256) 52 1060 {891} 418 -134 1735 <000

Sessions{Day 11(16) o0s 024 3445 <DO1 L1 (15} 05 22{1.9) 16 -7.8 1859  <DOO

EurosfSession 3% (187) 13 D43 3445 <001 25(46} 12 231 {786} 83 -34 1721 <0t

Total Wagered 8684 {85383} 807 046 3445 <001 2737 (4784) 704 121167 (355037} 55012 ~4.4 1720 <000

Net Loss 587 (3019} e 035 3445 <00% 465 (3210} 106 2B88 (12206) 1841 ~26 1722 <05

% Lost 2429) 20 0.1 3445 <001 25{30) 21 T3} 3 16.4 287.0 <001

Note. Duration, interval in days between first and tast poker session; Net Loss, total wagess mints total winnings;X Lost, Net oss divided by Total Wagered,

Table 2

Correlations among gambting behavior measures for internet poker play for the total sample {n = 3445},

Duration Tota Sessinng Sessions/Day EurajSession Taral Wagered Net Loss Percent Lost
Duration -
Total Sessions 062" -
Sessions{day 0387 037 -
Euros/Session 0137 0.09™ -0.29" -
Tolal Wagered 056" 085" 0.30 057" -
Net Loss 031 0.44” 030" 047" 0,59 -
Percent §.ost ~0.23" ~041" ~0.18" ~0.07" ~036" 036" E

Nate, Nonparametric Spearman currelations,
* Correlation sigaificant at p < .05,
*" Carretation significant at p < .01,

day. They staked €89 at each session and fest nearly two thousand
Euros {€1941). They wagered at least 75 times more than the
majority of the sample, However, the most involved players had
a smaller Percent Lost than the sample majority, Ultimately, their
Cost {i.e,, Net Loss/Total Sessions) of playing poker per session,
€2.4, was slightly higher than for the entire sample. As Table 1
shows, when comparing the differences on each of these gambling

measures between the majority of the sample and the 5% most in-
volved poker players, Cohen's d indicates that Duration and Total
Sessions had large effects and Sessions per day and¥ lost with
the same high degree of significance exhibited medium effects,
Table 3 presents the correlations among bebaviors observed for
the 5% meost invatved poker players. Among these most invalved
players, the variables measuring financial intensity {Total Wa-
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Table 3
Carselations among gambling behaviar measures for Internet poker play far 5% most invotved {n = 173},

Duration Total Sessions Sesstons{Day Euro/Session Tota} Wagered Net Loss Percent Lost
Dusation - 0347 -0.29" 0.2t 0.08 -0.01 -0.03
‘Total Sessions - 076" ~074" 007 ~0.01 0.01
Sessions/Day - ~0.50™ ~0.01 om nos
Euros/Session - 0557 -0,13. —0.!8“
Totat Wagered - 017 - U.ZQ?{
Net Loss - 0.85

Pereent Lost

Note, Nonparametsic Spearman corelations,
" Correiation significant ar p < .05,
" Coreelation significant at p < .01,

gered, Net Loss, and Percent Loss) did not relate to intensity as
measured by Duration, Total Sessions, and Sessions per Day. In this
group, the players who bought in for more money {EurajSession)
played less as indicated by the negative correlations between
EurofSession and Duration, Total Sessions, and Sessions/Day,

4. Discussion

This study presents the first epidemiotogical description of ac-
tual Internet poker playing behavior. During recent years, concerns
about gambling-related addiction and other morbidity have
sparked a worldwide debate, Some countries have regulated Inter-
net gambling, others prohibited it, and others have not yet ruled on
its legal status. In the absence of evidence, speculation ahout fnter-
net gambling abounds in the popular press and in professional
journals {Bray, 2006; General Accounting Office, 2002; Griffiths,
1999; Griffiths & Parke, 2002; Ladd & Petry, 2002; McBride,
2006; Mitka, 2001).

The findings from our research provide a description of the epi-
demiology of Internet poker behavior evidenced by a large cohort
of gamblers observed for two years. The description includes the
central tendencies of this cohort and it distinguishes the behavior
of a group of intensely involved players. The discontinuous nature
of gambling behavior within our population stimufated us to ana-
lyze this extreme group to better illustrate the {imits possible for
this gambling medium. The varicty of findings we present here
has important implications for gambling-related public health re-
search and poticy.

4.1. Cohort characteristics

The majority of this sample of Internet poler players is males of
European descent, in their mid to late 20s. Women comprise only
5.5% of our research cohort of poker players. Our research focusing
on people secking treatment for gambling problems {LaPiante, Nel-
san, LaBrie, & Shaffer, 2006) revealed that gender was only one of
many predictors of game choice and more research is necessary to
determine whether this finding also applies to Internet poker play.
It is interesting to note that the patterns of Internet poker play ovi-
denced by women in our sample were very similar to that of the
nien. The only significant difference was that women played for
a shorter duration of time between their first and fast poker
sessions,

4.2, Cohort gambling behavior

it is important to estahiish an epidemiological baseline for any
area of addiction-related research, especially potentially new ob-
Jjects of addiction (LaBrie et at,, 2008). In this research, we provide
evidence that supports the findings in our previous rescarch {LaB-
rie et al, 2007, 2008; LaPlante et al., 2008} that most subscribers
who gamble on the Internet do so moderately, In fact, correlation

analyses indicated that as Percent Lost increased, Duration, Total
Sessions, and Total Wagered ali decreased, suggesting that the
majority of individuals moderated their behavior based on their
wins and losses - exhibiting “rational” betting behavior, This sug-
gests that, at the population level, losing discourages ongoing play
and winning encourages continuing play.

One other important aspect of our population-level findings is
the discontinuous nature of its gambling behavior. Most of the
gambling behavior variables in this study indicated a large skew.
This suggests that the vast majority of the sample fook similar
when examining their gambling behavior, but differently fram
the most involved poker players at the high end of the distrihution.
This is not surprising because there is evidence from the epidemi-
ology of other patterns of behavior associated with various expres-
sions of addiction (e.g., drinking, drugging, shopping, etc.} that the
vast majority of the poputation can engage in these activities mod-
erately and without meaningful health risks (Grant et al., 2004;
Kessler, Chiu, Demler, & Walters, 2005; Lejoyeux, Ades, Tassain,
& Sofomon, 1996; Regier & Robins, 1991). The next section pro-
vides an in-depth analysis of this extreme group.

4.3. Most involved poker players

The subset of most involved poker players devoted much more
time and money to this activity than did the rest of the cohort. We
might have expected that more intense involvement would limit
duration: Perhaps the expenditures wouid become a3 burden and/
or the time spent would interfere with other activities, Tbis was
not the rase; the duration of play for the more intense playees
was three times longer than the majority of the sample.

Between groups comparisons indicated differences in poker
play between the majority of the sample and the 5% most invalved.
However, it is important not only to examine levei differences, but
also the relationship between the various gambling variables. We
examined the correfations between the gambling variables and
found some interesting differences, Untike the majority of the re~
search sample, there was no correfation between Percent Lost
and either Duration, Total Sessions, or Sessions per Day, However,
with respect to manies spent, the most involved, like the rest of the
sample, reduced Euros per session and reduced Total Wagered as
Percent Loss {acreased. This finding suggests differential deci-
sion-making for temporal and financial costs: Financial cost pat-
terns potentially representing more rationale behavior than
temporal cost patterns. The study of actual Internet gambling,
therefore, might hold meaningful potential to advance our under-
standing of the important risk factors that influence how addiction
emerges and is sustainad.

4.4, Clinical significance

Although this study reperts the first ever analysis of actual
Internet poker gambling activity among a large cohort followed
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during two years of observation, it is important to note that this
study does not include information about rates of clinical or sub-
clinical gambling pathology. However, spending large amounts of
money on gambling is consistent with some DSM-IV-R pathologi-
cal gambling criteria {American Psychiatric Association, 2000)
{e.g. needing to gamble with increasing amounis of money to
achieve the desired excitement; and “chasing” one’s losses), Exten-
sive involvement with gambling also can cause problems not re-
flected in money spent but, instead, in the amount and
appropriateness of time spent gambling {c.g., choosing to gamble
rather than meet other obligations). Future research is necessary
to understand the clinical significance of our findings. Research
that indicates a disproportionate influence of time-related factors
on disordered gambling could direct DSM-V revisions of the defini-
tion of pathological gambling.

4.5, Limitations

This study is not without imitations. The cbserved internet po-
ker behavior of this sample might not represent a participant’s to-
tal online gambling bebavior, Unlike land-based gambling venues,
bettors can access Internet sites easily, play at several venues, and
move among them readily. Subseribers to bwin also might have
been betting on sports at the site, [t is possible that multiple indi-
viduals might have bet using the same account. We reported gam-
bling behavior observed diring a two-year study period, it is
passible that the course of activities leading to problem gambling
might require longer exposure to fnternet gambling. Additional re-
search is necessary to clarfy these issues and we continue to cal-
fect information about this cohort.

4.6, Concluding thoughts

This study takes the first steps necessary toward informing the
wide range of gambling stakeholders about the behavioral epide-
miology of Internet poker gambling, Understanding the distribu-
tion of a phenomenon is central to building a scientific
foundation of explanation. The next step is to clarify the distribu-
tion of Internet poker playing and other anline gambling among
vuinerable population segments. Once the distribution of this
activity is clear, it will then become passible to identify the deter-
minants of these patterns, with emphasis on the moderators and
mediators of gambling disorders, For naw, research must move
to replicate these findings using a variety of other Internet sites
and a variety of other types of Internet gambiing. Research must
begin to identify the population segments at greater or lesser risk
for developing internet gambling-refated addiction problems. The
determinants for increasing or decreasing the fikelihood of devel-
oping Internet gambling problems can then serve as a guide for
the development of gambling addiction prevention and treatment
Programs,
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Abstract

Background: In an attempt to reduce harm related to gambling problems, an Internet
sports betting service provider, bwin Interactive Entertainment, AG (bwin), imposes limits on
the amount of money that users can deposit into their online gambling accounts, We examined
the effects of these limits on gambling behavior.

Methods: We compared (1) gambling behavior of those who exceeded deposit limits
with those who did not, and (2) gambling behavior before and after exceeding deposit limits.
We analyzed 2 years of the actual sports gambling behavior records of 47000 subscribers to
bwin.

Results: Only 160 (0.3%) exceeded deposit limits at least once. Gamblers who
exceeded deposit limits evidenced higher average number of bets per active betting day and
higher average size of bets than gamblers who did not exceed deposit limits. Comparing the
gambling behavior before and after exceeding deposit limits revealed slightly more
unfavorable gambling behavior after exceeding deposit limits,

Conclusions; Our findings indicate that Internet gamblers who exceed deposit limits
constitute a group of bettors willing to take high risks; yet, surprisingly, they appear to do this
rather successfully because their percentage of losses is lower than others in the sample.
However, some of these gamblers exhibit some poor outcomes. Deposit limits might be
necessary harm reduction measures to prevent the loss of extremely large amounts of money
and cases of bankruptey. We discuss how these limits might be modified based on our

findings.
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Background

The Internet is a relatively new medium available for wagering. Research indicating
how many people participate in Internet gambling is scarce. Two empirical studies published
prevalence estimates of Internet gambling among the US general population: these studies
reported rates of 0.3% [1] and 4% [2]. Among [294 adults from a representative slﬁmple in
Ontario, 5.3% reported having gambled on the Internst during the past 12 months [3]. Using a
representative national sample from the United States, researchers reported a lower rate of
2.5% for college students [4], Although some observers note that Internet gambling growth is
slow compared to other forms of gambling, e.g. casinos and lottery [5], Internet gambling is
prolific and growing {6]. Therefore, examining the influence of Internet gambling on public
health is important.

Research examining land-based gambling suggests that adverse gambling-related
outcomes often include financial distress, emotional and physical deterioration, and damaged
interpersonal relationships [7]. Some research suggests that disordered gambling relates to
poor mental health, such as personality and psychiatric disorders {8, 9]. Researchers, public
policy makers, and public health officials have argued that Internet gambling is associated
with similar public health threats [10-13]. One study reported that Internet gambling was
linked to pathological gambling and associated with poor physical and mental health [14].
Because this is the only study providing empirical data about health correlates of Internet
gambling, and because this study provides results based on retrospective self-reports of a
locally restricted sample of patients in clinic waiting areas, what we actually know about the
health dangers of Internet gambling remains limited.

Speculations about potential hazards particular to Internet gambling include the

apparent lack of fail-safes, such as the inability to protect individuals who are underage or
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people known to have gambling-related problems and to prevent gambling while intoxicated
or gambling at work [15]. However, the Internet also provides a unique opportunity for
implementing special safeguards and harm reduction efforts. For example, tracking software
can record all gambling online activity, which comparies could potentially use to control the
extent of gambling by specific users, Web-based technology could limit the time per
gambling session or the amount of money participants can use to gamble. Recent
recommendations for Internet gambling operators include accepting payments with credit
cards only, providing options to seif-limit gambling expenditure, and providing options that
allow users to self-exclude from an Internet site [16].

In this study, we explore a harm reduction feature currently unique to Internet
gambling, As part of their corporate social responsibility agenda, a large Internet sports
betting service provider, bwin Interactive Entertainment, AG (bwir), imposes limits on the
amount of money that users can deposit into their online gambling accounts within a given
time period. When a user tries to deposit more than the allowed amount, bwin sends the user a
notification message about the attempt to exceed deposit limits and rejects the attermpted
deposit, We expected that users who received a notification message constitute a group of
extremely engaged gamblers, and we therefore hypothesized that exceeding deposit limits
would be associated with unfavorable gambling behavior, such as excessively large betting,
high losses or high frequency of playing (i.e., high financial and/or temporal engagement),
Furthermore, we expected that receiving a notification rﬁessage would act as a wa;'ning sign o
users; conscq}uemly, we hypothesized that exceeding deposit limits would attenuate gambling
behavior that followed exceeding the limit. To examine these possibilities, this study
compares (1) the gambling behavior of those who exceeded deposit fimits with those who did

not, and (2} the gambling behavior of consumers before and after exceeding deposit limits.
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Methods

Sample
- The research cohort included 48114 people who registered with bwin between

February | and February 28, 2005, and who deposited money in their accounts before
February 28, 2007, bwin is primarily an Internet sports gambling service, offering two types
of sports bets: fixed-odds bets and live-action bets. Fixed-odds bets are made on the outcomes
of sporting events or games before the events begin. The amount paid for a winning bet is set
(fixed) by the betting service at the time of the bet. Live-action bets are made while the event
is in progress. In addition to bets on the ontcome of the event, the betting service offers bets
on selected outcomes within the sporting event (e.g., which side will have the next corner
kick). Fixed-odds bets are relatively slow-cycling betting propositions. The outcomes of a bet
are generally not known for hours or days later. In contrast, live-action bets provide relatively
quick-paced betting propositions posed in real-time during the progress of a sporting event,

Some subscribers in the cohort did not engage in fixed-odds or live-action sports
gambling (n = 1114, < 3%). Consequently, these subseribers were excluded from the study,
leaving 47000 sports-betting subscribers for the current analysis. This cohort consisted of
43222 (92.0%) men and 3778 (8.0%) women. The mean age of subscribers was 30.3 years
(SD= 9.9) and the cohort included people from 84 countries, with most people (n = 26955,
57.4%) from Germany, followed by Turkey (n = 2846, 6.1%), Poland (n = 2834, 6.0%), Spain
(n = 2754, 5.9%), and Greece (n = 2586, 5.5%). The majority, 31544 (67.1%), placed both
fixed-odds and live-action bets, 14723 (31.3%) played fixed-odds only, and 733 (1.6%)
played live-action only,
Measures

bwin prepared a dataset of the actual Internet sports gambling behavior of this cohort

for the 2+-year period, between February 1, 2005 and February 28, 2007, More specifically,
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this dataset included the daily aggregates of betting activity (i.e., the aggregate number of
bets, amount of money wagered, and amount of money wan for fixed-odds and live-action
sports betting per calendar day) for all participants in the cohort.

Exceeding Deposit Limits. bwin provides several ways of limiting the amount of
money that users can deposit in their accounts. By default, bwin does not allow users to
deposit more than 1000 Euros per 24 hours or 5000 Euros per 30 days (or currency
equivalents), One exception to this default is a flexible limit system, which automatically
increases allowable deposit limits by the subscribers’ amount of winnings from gambling. A
second exception occurs when subscribers can evidence exceptional financial means, In such
cases, users may have higher deposit limits. At the other end of the spectrum, users can
choose to set for themselves lower maximum deposit amounts per 30 days. Users repeatedly
can adjust these self-limits to their needs.

Exceeding any deposit limit leads bwin to issue a notification message. Although we
have information about if and when a user received such notification, we do not have
information about the type of limit (i.e., self or company) that initiated the notification
message. Thus, this study explores the combined effects of exceeding company- and self-
imposed deposit limits.

Gambling Behavior. Based on the daily aggregates of betting activity, we computed
four measures of gambling behavior for each user: percentage of days within the active period
from first to {ast betting day on which the user placed bets (i.e., percent active betting days);
the average number of bets per active betting day; the average size of bets in Euros; and a
categorical measure of percent lost. These measures are more adequate than gross totals of
number of bets or money wagered when comparing the gambling behavior of different users.
Each measure was computed for fixed-odds and live-action betting separately, aggregated
across the total 2-year observation period. Further, within the subset of people wh‘o received a

notification message, each measure was computed for the period of time before as well as
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after the first receipt of a notification message (note that the day of receipt of the notification
message was defined as an ‘after’ day).

We defined the percentage of active betting days as the percent of days within the
interval from the first to the Jast betting day that included a bet. We obtained the average
number of bets per active betting day by dividing the total number of bets made by the total
number of active betting days, and the average size of bets in Euro by dividing the total
money wagered by the total number of bets. These two gambling behavior measures were
highly positively skewed with many cases on the left and fewer cases (but still substantial
numbers due to the large sample size) on the right side of the distribution. Log-
transformations were performed to generate normal distributions for these measures,

We calculated the percentage of losses by subtracting the total amount of winnings
from the total amount of wagers and dividing the difference by the total amount of wagers.
This measure was highly negatively skewed and transformations did not help approximate a
normal distribution. We therefore categorized this variable to capture (1) users who were
overall winners (negative percentage of losses), (2) users with the lowest percentage of losses
(operationally defined as losses of 0 to <20%), (3) users with an intermediate percéntage of
losses (i.e., 20 to <80%), and (4) users with the highest percentage of losses (i.e., 80 to
100%). We chose the cut-point of the lowest percentage of losses to approximately agree with
the expected losses, which according to the targel returns expected by the operator are
approximately 13% for fixed-odds betting and 6% for live-action betting. The 20% cut-point
reflects the ncarest rounded percentage. For the cut-point of the highest percentage of losses,
we applied the same 20% margin, and the remaining percentage of losses was categorized as
intermediate.

Most Involved Bettors. We defined most involved bertors (MIB) subgroups as the top
1% of the sample regarding the total number of bets, total amount of wagers, and net loss (i.e.,

subtracting the total amount of winnings from the total amount of wagers) on fixed-odds or
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live-action betting. We used a scree-type analysis of centile plots to empirically identify these
1%-subgroups [17]. This strategy allowed us to classify MIB into six non-exclusive groups:
(1) total number of bets; (2) total amount of wagers; (3) net loss for fixed-odds players (each
of these groups n = 462); (4) total number of bets; (5) total amount of wagers; and (6) net loss
for live-action players (each of these group n = 322), A total of 984 users belonged to at feast
one of the fixed-odds MIB groups {2.13% of 46267 fixed-odds players), and a total of 613
users belonged to at least one of the live-action MIB groups (1.90% of 32277 live-action
players).

Analyses

In addition to providing descriptive statistics, we conducted two primary comparative
analyses, First, we examined differences in garnbling behavior between users who did and did
not exceed deposit limits using independent-samples tests. Thesc tests employed the gambling
behavior measures that were aggregated across 2 years, We also looked to see whether the
proportion of most involved betters was greater among individuals who exceed limits
compared to those who did not. Second, we analyzed individuals’ differences in gambling
behavior before and after exceeding deposit limits within users who exceeded limits using
paired-samples tests, These tests compared the gambling behavior measures that were created
for the period of time before and after receipt of the notification message.

The procedures of limiting deposits and sending notifications were only in effect
starting late September 2005, about 8 months after the beginning of our study. Users of our
cohort experienced no restrictions to the amount of money they could deposit during the first
8 months after they registered with bwin. This could potentially bias our findings: On one
side, only a subset of people who registered in February 2005 was still active in September
2005 (e.g., of the 47000 sports, 27726 or 59% had deposited money after September 2005)
and thus could experience the new deposit limit policies. Short-term bettors might exhibit a

low extent of gambling behavior, potentially resulting in overestimating the differences
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between users who did and did not exceed limits, We therefore repeated the analyses within
the subset of users who had deposited money after September 2005,

Alternatively, certain deposit activities could have been possible before September
2005, but might have conflicted with company-imposed or self-imposecd deposit limits after
September 2005. For example, people could deposit very large amounts during the first 8
months but not after September 2005. People might have chosen to self-limit their deposit
amount but had no option to do so before September 2005. We had no means of identifying
people who would have been subject to one of the limits before September 2003, and thus no
means of excluding these people from the analyses. However, in our analyses these people are
considered users who did not exceed limits, yielding conservative estimates for the
comparisons of users who did and did not exceed limits.

Analyses involving the average number of bets per active betting day and the average
size of bets in Euro used the log-transformed variables; however, we report means, standard

deviations, and medians for the untransformed variables for descriptive purposes.

Results

Descriptive Statistics

Of the 47000 spotts bettors, 160 (0.3%) had received at least one notification message
about exceeding deposit limits. Five (3.1%) were women and 155 (96.9%) were men, and the
mean age was 30.8 years (SD = 9.2). Most of the bettors who exceeded limits played both
types of games: 159 (99.4%) were fixed-odds players and 149 (93.1%) were live-;iction
players; 148 of the 149 who played live-action also played fixed-odds. Among users who
placed both fixed-odds and live-action bets, 0.5% (n = 148) received a notification message,
compared t6 0.1% (n = 11} of users who played fixed-odds only and 0.1% (n = 1) of users
who played live-action only (xz =46.95, df = 2, p <.001).

These 160 notitied users reccived between | and 267 notification messages, with a
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mean of 14 messages (SD = 29, Median = 6). Of the 160 users, 5 (3.1%) stopped depositing
money in their accounts after receiving the notification message. One user had tried tokdeposit
more than the allowed amount with the very first deposit. The mean number of deposits
before receiving the notification message was 57 (SD = 89, Median = 20) with a range of | to
796. The mean number of days between the date of the first deposit and the date of the first
notification message was 372 (SD = 184, Median = 380) with a range of 0 to 741.

To describe the general distribution of deposits, we examined the maximum amount
deposited per 24-hour and 30-day period among the 46840 sports bettors who never received
a notification message. Table 1 reports the mean (SD) and centiles for this measure. The vast
majority of users never came close to the lumnits of 1000 Euros/24 hours or 5000 Euros/30
days.

Comparing Gambling Behavior between Users who Did and Did Not

Exceed Deposit Limits

Table 2 presents a comparison of gambling behavior aggregated across 2 years for
users who did and did not exceed their established deposit limits. Results were similar for
fixed-odds and live-action betting. The percentage of active betting days for these groups was
not significantly different. The average number of bets per active betting day and the average
size of bets were higher among users who exceeded deposit limits compared to users who did
not exceed deposit limits. The distribution of the categorized percentage of losses was more
favorable among users who exceeded deposit limits; that is, the likelihood of the lowest
percentages of losses was significantly higher and the likelihood of the intermediate and the
highest percentages of losses were significantly lower among users who exceeded deposit
limits.

Despite losing a smalier proportion of what they wagered, users who exceeded limits
still, on average, lost significantly more than users who did not exceed limits. That is, the

mean net loss on fixed-odds of users who did exceed limits was 1,135 Euro (SD = 2,766,
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Median = 213) compared to 183 Euro (SD = 1,028, Median = 50) for users who did not
exceed limits (t = 1 1.51, p <.001) (live-action: 1,975 Euro, SD = 5,569, Median = 135,
compared to 187 Euro, SD = 1,414, Median = 13, t = 14.9], p < .001).

Exceeding deposit limits was a significant predictor of being in the MIB subgroups.
For example, 14.5% of users who received notification messages, belonged to at least one of
the fixed-odds MIB groups, compared to 2.1% who did not; this association yielded an odds
ratio of 7.95 (95% CI 5.08 —~ 12.42). Further, 14.8% of users who received notification
messages compared to [.8% of those who did not, belonged to at least one of the live-action
MIB groups; this association yielded an odds ratio of 9.24 (95% CI 5.84 — 14.64). Table 3
presents the associations between individoal MIB groups and exceeding limits.

Within the group of people who cxceeded limits, we compared users who belonged to
at least one of the fixed-odds or live-action MIB groups to users who did not belong to a MIB
group on the gambling behavior measures. Users belonging to a MIB group had a higher
percentage of active betting days and a higher average number of bets per active betting day
on fixed-odds and live-action, and a higher average size of bet on live-action. The distribution
of the categorized percentage of losses was not significantly different between users who did
and did not belong to a MIB group. k

Comparing Gambiing Behavior Before and After Exceeding Deposit

Limits

Table 4 shows the comparison of gambling behavior before and after exceeding
deposit Himits. Of the 159 fixed-odds players, 143 had activity both before and after exceeding
deposit limits and are included in Table 4; likewise, of the 149 live-action players, 105 had
activity both before and after and are included in the Table.

Again, similar patterns of results emerged for fixed-odds and live-action hetting, The
percentage of active betting days and the distribution of the categorized percentage of losses

did not change. The average size of bet increased and the average number of bets per active
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betting day decreased after exceeding deposit limits.
Analyses for Users Who Deposited Money after Séptember 2005
To control for potential biases that might resuit from the notification messages being
introduced only after September 2005, we repeated all the above analyses with the subset of
27726 users (39% of the total sample) who had still deposited money after September 2005.
These analyses compare the 159 fixed-odds players who exceeded limits with 27442 users
who did not exceed limits, and the 149 live-action players who exceeded limits with 21433
users who did not exceed limits. Overall these analyses yielded the same patiern of results,
although the percentage of active betting days was significantly different hetween the limit-
exceeding and non-limit-exceeding groups for fixed-odds betting and the distribution of the
categorized percentage of losses was not significantly different between the two groups for
either fixed-odds or live-action betting. The odds ratios for belonging to the MIB subgroups
were slightly lower overall: between 4.06 and 6.53 for the fixed-odds MIB groups and
between 4,37 and 9.78 for the live-action MIB groups. The analyses of gambling behavior

before and after exceeding deposit limits necessarily are identical to the overall results.
Discussion

The company-imposed or self-imposed deposit limits affected only a minority of bwin
Internet sports bettors, Very few people, only 0.3% of our sample, ever tried to exceed these
deposit limits. Furthermore, the vast majority of the sample (i.e., 95%) never deposited more
than 500 Euro per 24 hours, half the maximum allowed 1000 Euros, and sever deposited more
than 1050 Euro per 30 days, a fifth of the maximum allowed 5000 Euros. This means that
bwin could reduce the deposit limits substantially (e.g., by half) and still most people would
not exceed these limits,

One reason for the finding that the deposit limits were hardly exceeded might be that

the sports bettors are highly responsible gamblers who bet for fun and spend relatively low
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amounts on belting. Another reason might be that users are well aware of bwir’s deposit
limits policies and purposely avoid violating them. The deposit limits are presented as part of
the general terms and conditions that every user needs to accept when opening an account
with bwin, Our findings seem to indicate that knowing about the deposit limits prevented
some bettors from exceeding the deposit limits and subsequently from losing money. If this is
correct, then the mere provision of deposit limits can serve as a harm reduction device,

We examined whether the deposit limits seemed to safeguard the gambliné behavior
of the minority that exceeded the deposit limits. People who exceed deposit limits constitute a
group of bettors who are willing to place larger bets than people who do not exceed deposit
limits; yet, they appear to do this in a manner that keeps their percentage of losses lower than
others in the sample. Although the percentage of losses might be more favorable among
people who exceed limits, compared to people who do not exceed limits, their net loss still is
significantly higher. Because these bettors place very large bets they are at high risk for losing
very large amounts of money,

We identified exceeding limits as a strong predictor for being in the MIB subgroups,
People who exceed limits are about 6 to 14 times more likely to belong to the various MIB
groups, Thus, exceeding the limits is associated with a high likelihood of being in the group
of bettors that bet, wagered and/or lost the most; these activities are possible indicators of
disordered gambling. Consistent with this notion, we found that among people who exceed
limits, people who belong to MIB groups show more intensive gambling behavior than people
who do not belong to MIB groups. That is, those who belong to MIB groups bet more often,
place more bets, and place larger bets.

Our comparison of the gambling behavior before and after exceeding limits found that
exceeding the limits did not have a diminishing effect on gambling behavior, The number of
bets was the only measure of gambling behavior that evidenced a minor decrease after

exceeding limits. This decrease was offset by a steep increase in the size of bets after
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exceeding limits. The number of days of play and the percentage of losses did not change.
Thus, we found no indication that receiving the limit notification message influences users to
curtail their betting activity. Rather, the findings suggest that exceeding deposit limits
encourages players to shift their strategy; they begin to make more calculated, informed risks
with single large bets compared to before exceeding the deposit limit.

The finding that the feedback about a violation of a policy or regulation does not have
the intended harm-reducing effect is a finding consistent with other ¢vidence about regulating
behavior, For example, people who were given feedback that their blood alcohol levels
exceeded legal drink-drive limits have been nonetheless subsequently observed to drive [18-
20]. Drivers who received speeding tickets have been shown to be at increased risk of
receiving subsequent speeding tickets [21]. Likewise, smokers who were given biomedical
feedback indicating negative effects of smoking did not initiate appreciable changes towards
quitting smoking [22].

No differences emerged in the patterns of results for fixed-odds and live-action
betting. Fixed-odds and live-action propositions might differ in the extent of skill required to
place successful (i.e., winning) bets. Whereas placing a successful bet in fixed-odds might be
determined more by skill (or knowledge) than by chance, placing a successful bet in live-
action likely is determined more by chance than by skill. Thus, we could have expected our
findings to mirror the differing outcomes of games of skill versus games of chance. OQur
findings instead show that, with regard to evaluating the risk of disordered gambling among
people who exceed deposit limits, distinguishing fixed-odds from live-action betting docs not

provide additional information.

Limitations

Our study examines conceptually different deposit limits. Some limits are mandatory

and imposed by bwin: the defauit limits of 1000 Euros per 24 hours or 5000 Euros per 30



161

days, and the increase of the default limits by the amount of winnings, The users voluntarily
impose other limits: restrictions to a lower amount than the default limits, or exemption from
default limits for users with exceptional financial means, When exploring the effects of
exceeding deposit limits, we combined the different deposit limits. Although different deposit
limits are examined in this study, an essential similarity of all deposit limits is that they
represent speciﬁkc, predetermined maximum vatues that certain users are not willing to or are
not able to comply with, To this extend, the current study investigates effects of exceeding
pre-set deposit limits.

We can posit that different types of limits might be associated with different effects on
gambling behavior, Therefore, an analysis differentiating the types of limits would have been
desirable. Unfortunately, no information was available about the type of limit that Jed to
issuing a notification message; thus this analysis was not an option for this paper.

It is important to note that the procedures of limiting deposits and sending notification
messages were not in effect during the entire two-year study period. We performed some
statistical controls in our analyses to account for this fact, and the overall results rcmained
largely unchanged. Thus, we consider our findings to reflect generalizable effects of deposit

limits on Internet sports gambling behavior,
Conclusion

The deposit limits examined in this study are part of the corporate social responsibility
agenda of bwin, This harm reduction practice is consistent with recommendations to integrate
safety features for the prevention of disordered gambling into gambling websites [16].

This study indicates that current deposit limits affect only a very small minority of
Internet sports bettors. The vast majority of Internet bettors seem to bé able to regulate
themselves and require little additional safeguards; however, some bettors can benefit from
additional limits. Consequently, for Internet gambling operators reluctant to include harm

reduction measures, an interesting message is that a company’s financial loss due to imposing
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such safeguards such as deposit limits will be rather small and balanced by the promoting
effect of being regarded as a socially responsible company,

In this study, we saw that the mandatory limits exceed what most people are willing to
spend on Internet gambling activitics. However, the mandatory limits also exceed what most
people could possibly spend without taking substantial financial risks. Thus, while the current
mandatory limits might help prevent the loss of extremely large amounts of money and cases
of bankruptcy, these limits still allow users to transfer substantial amounts of money each day
arid each month, which can lead to financial problems for gamblers without sufficient
financial means. For these cases, instead of the company-imposed limits, the self-imposed
limits might have value,

This study shows that people who try to exceed deposit limits have some poor
outcomes: a high likelihood of placing an extremely large number of bets, wagering
extremely large amounts, and/or loosing extremely large amounts of money. These people
constitute a group of bettors who appear to be willing to take high risks; yet, surprisingly, they
appear to do this rather successfully because their percentage of losses (but not their net loss)
is lower than others in the sample.

Without deposit limits, the behavioral and financial consequences of gambling might
be even more adverse, These unintended consequences of Intemet gambling indicate that the
bwin deposit limits could aid in the prevention of adverse gambling-related consequences.
More research is necessary to determine the extent of this influence and 1o monitor and revise
such notification systems so that the promise of limits can be optimized. For example, recent
research suggests that gambling activity, or behavioral engagement in gambling, might be as
important to consider as financial considerations [23]. Such findings suggest that corporations
need not limit harm reduction techniques to financially-related factors. Rather, techniques that
account for temporally-related factors (e.g., amount of time spent gambling) remain open to

consideration and examination, Online gambling companies would benefit from testing the
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harm reduction value of warning systems for amount of time spent gambling.

In this study, we examined depasit limits as a single harm reduction measure of a
single Internet gambling provider, Unfortunately, users can sidestep such single safeguards
easily; another Tnternet gambling provider is just a mouse-click away. To implement effective
safeguards, concerted harm reduction efforts of companies, users, public health organs, and
others are necessary. Ways of achieving this goal might include the development of policy
requiring safety provisions as a prerequisite for licensing providers, or having companies
cooperate to employ software programs and technology tools to regulate user gambling.

The findings of this study originate from actual gambling behavior and betting
activity, without any direct contact with individual gamblers. A previous study analyzing
Internet sports betting behavior in this manner indicated that, at the population level,
gambling activity is moderate, as evidenced by analyses of time (e.g., people were active less
than half the time possible, despite infinite access), activity (e.g., most placed less than 4
bet/day during such limited active periods), and expenditures (e.g., most placed bets less than
5 Euros) [4, 17]. Future research needs to investigatc how these findings compare with
subjective assessments of perceptions and behaviors by the individual. If additional research
supports the findings of this study, technology-based screening tools for gambling-related
problems could incorporate the attempt to deposit more than the allowed amount of money as

an early indicator of a person’s vulnerability to disordered gambling.



164

Declaration of competing interests

The authors declare that they have no competing interests,

Authors' contributions

AB performed the statistical analyses and drafted the manuscript. RAL and HIS
conceptualized the study and were instrumental in its design and coordination, DAL and SEN
participated in the statistical analyses and were involved in drafting the manuscript. LBB
made substantial contributions to the analysis and interpretation of the data. All authors read

and approved the final manuscript,
Acknowledgments

The Division on Addictions receives funding for its studies of Internet sports gambling from
bwin Interactive Entertainment, AG. The Division also receives funding from the National
Center for Responsible Gaming, National Institute of Mental Heaith (NIMH), National
Institute of Alcohol Abuse and Alcoholism (NIAAA), National Institute on Drug Abuse
(NIDA), the Massachusetts Council on Compulsive Gambling, the State of Nevada
Department of Public Health, the Massachusetts Family Institute, and others. The authors of
this article take responsibility for its content and do not personally benefit their work with
gaming-related campanies (e.g., stocks, etc.). Thanks are extended to Ziming Xuan and

Christine Thurmond for their contributions to this project.



{2]

[4)

(71

(81

91

165

References

Welte JW, Barnes GM, Wieczorek WF, Tidwell M-C, Parker J. Gambling
participation in the U.S, - results from a national survey. J Gambling Studies 2002; 18:
313-37.

American Gaming Association, 2006 State of the States: The AGA Survey of Casino
Entertainment. 2006, Washington, DC: American Gaming Association.

Talomiteanu A, Adlaf EM, Internet gambling among Ontario adults, From
hetp://www.camh.net, retrieved 2007-06-28,

LaBrie RA, Shaffer HJ, LaPlante DA, Wechsler H. Correlates of college student
gambling in the United States. J Am Coll Health 2003; 52: 53-62.

Miller R. The need for self regulations and alternative dispute resolution to moderate
consumer perceptions of perceived risk with Internet gambling. UNLV Gam Res Rev
T 2006; 10: 51-8.

Christiansen Capital Advisors, Global internet gambling revenue estimates and
projections. From http://fwww.cca-i.com, retrieved 2007-06-28,

Shaffer HJ, Hall MN, The natural history of gambling and drinking problems among
casino employees, J Soc Psychol 2002; 142: 405-24.

Petry NM, Stinson FS, Grant BF. Comaorbidity of DSM-IV pathological gambling and
other psychiatric disorders: Results from the National Epidemiologic Survey on
Alcohol and Related Conditions. J Clin Psychiatry 2005; 66: 564-74.

Slutske WS, Caspi A, Moffitt TE, Poulton R. Personality and problem gambling: A
prospective study of a birth cohort of young adults. Arch Gen Psychiatry 2005; 62:
769-75.

Griffiths M, Parke A, Wood R, Parke J. Internet gambling: An overview of

psychosocial impacts. UNLV Gam Res Rev ] 2006; 10: 27-39.



{1

{13]

[15]

{16]

{17

(19]

[2H]

166

Hollander E, Buchalter AJ, DeCaria CM., Pathological gambling. Psychiatr Clin North
Am 2000; 23: 629-42,

Ladd GT, Petry NM. Disordered gambling among university-based medical and dental
patients: a focus on Internet gambling. Psych Addict Behav 2002; 16: 769,

Volberg RA. The future of gambling in the United Kingdom: increasing access creates
more problem gamblers. Br Med J 2000; 320; 1556.

Petry NM. Internet gambling: an emerging concern in family practice medicine? Fam
Pract 2006; 23: 421-6.

Griffiths M. Internet Gambling: Preliminary results of the first UK. prevalence study.
From http://www.camh.net, retrieved 2008-06-27.

Smeaton M, Griffiths M. Internet gambling and social responsibility: An exploratory
study. CyberPsychol Behav 2004; 7: 49-57.

LaBric RA, LaPlante DA, Nelson SE, Schumann A, Shaffer HJ. Assessing the playing
field: a prospective longitudinal study of internet sports gambling behavior. J
Gambling Studies 2007, 23: 347-62.

Meier SE, Brigham TA, Handel G. Effects of feedback on legally intoxicated drivers.
J Stud Alcohol 1984; 45: 6.

Nau PA, Van Houten R, Rolider A, Jonah BA. The failure of feedback on alcohol
impairment to reduce impaired driving. J Appl Behav Anal 1993; 26: 361-7.

Rydon P, Stockwell T, Syed DA, Jenkins EM. Blood alcohol levels of patrons leaving
licensed premises in Perth, Western Australia. Aust J Public Health 1993; 17: 339-45.
Lawpoolsri S, Li J, Braver ER, Do speeding tickets reduce the likelihood of receiving
subsequent speeding tickets? A longitudinal study of speeding violators in Maryland.

Traffic Inj Prev 2007; 8: 26-34,



{22]

[23]

167

Lipkus IM, Prokhorov AV, The effects of providing lung age and respiratory
symptams feedback on community college smokers' perceived smoking-related health
risks, worries and desire to quit. Addict Behav 2007; 32: 516-32.

Nelson SE, LaPlante DA, Peller AJ, Schumann A, LaBrie RA, Shaffer HI. Real limits

in the virtual world: Self-limiting behavior of Internet gamblers. under review,



168

Table 1: Descriptive statistics for maximum amount of euros deposited by time period

Euro in 24 hours Euro in 30 days

Mean (SD) 111 (258) 243 (725)
Percentile

25" 25 30

50" (Median) 40 50

75" 100 150

9o 250 500

g5t 500 1050

99 1000 3768
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Table 2: Gambling behavior in users who did and did not exceed deposit limits

Fixed-odds (n = 46267}

Live-action (n = 32277)

Gambling behavior Users who  Users who did Difference Users who  Users who  Difference
measure did exceed  not exceed test did exceed  did not test
limits linuits limits exceed
(n=159) (n=46108) (n=149)  limits
(n=32128)
Percentage of active  Mean (SD) 21 (20} 2529 26 (28) 313N
betting days Median 14 3 i6 |}
Log Mean (SD) -- t=-190 - - t=-1.71
Average numberof  Mean (SD) 7(13) 4(7) 8 (14) 4¢)
bets per active Median 3 2 4 3
betting day Log Mean (SD) (.60 (0.40) 0.44 (0.32) t=6.12%  0.68(0.42) 046(034) t=7.98%
Average size of bet  Mean (SD) 25 (55) 3o 27 (41) ti (25)
in Buro Median 8 4 12 4
Log Mean (SD) 0.96 (0.60) 0.67(0.51) t=7.14%¥ 1.07(0.58) 0.65(0.53) t=9.59*
Categorized
percentage of losses
Overall winners 1 (%) 26 (16.4) 6755 (14.7) 25 {16.8) 6924
(21.6)
Lowest n{%) 59(37.1) 12367 (28.8) 73 (49.0) 10548
percentage of (32.8)
losses .
Intermediate n{%) 56(35.2) 19338 (41.9) 40 (26.8) 9533
percentage of {29.7)
losses
Highest n (%) 18(11.3) 7648 (16.6)  Chi*= 174 5123 Chi =
percentage of 10.91% (159 20.58*
losses

*p <05,
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Table 3: Proportions of most involved bettors (MIB)' among users who did and did not exceed
deposit limits

Fixed-odds (n = 46267} Live-action (n = 32277)
MIB group Users who Users who Odds ratio Users who Users who Qdds ratio
did exceed did not {95% CI) did exceed did not {95% CI)
fimits exceed limits {imits exceed Hmits
(n=159) (n=46108) (n=149)  (n=132128)
Total number of 6.3% 1.0% 6.78 6.0% 1.0% 6.53
bets (3.55 - 12.95) (3.30 -~ 12.94)
Total amount of 8.8% 1.0% 0.84 114% 09% 13.44
wagers (5.64~17.17) (8.01 ~22.55)
Net loss 9.4% 10% 10.64 12.1% 0.9% 14.38
(6.20 - 18.26) (8.68 - 23.85)

'MIB are defined as the top 1% of the sample regarding the total number of bets, total amount of
wagers, and net loss on fixed-odds or live-action betting.
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Table 4: Gambling behavior before and after exceeding deposit Jimits

Fixed-odds (n = {43)

Live-action {n = 105) "

Gambling behavior Before After Difference Before After Difference
measure fest test
Percentage of active  Mean (SD) 2322) 26 {206) 27(23) 26 (25)
betting days Median 14 17 20 19
Log Mean (8D} -~ - =-1.37 - - t=0.11
Average uumber of  Mean (SD) 6(12) T{15) g 917
bets per active Median E 3 G 5
betting day Log Mean (8D) 0.59(0.38) 049 (043) t=4.10* 078(042) 071{044) =247
Average size of bet  Mean (SD) 21 {48) 44 (107) 25 (43) 32 (45)
in Euro Median 7 i 17
Log Mean (SD) 0.90¢0.57) 1.04(0.70) t=.3.63* 1.03(0.57) L17(0.59) =-4.27*

Categorized
percentage of losses \

QOverall winners  n (%) 30210y 201403 17(16.2} 21 (20.0%

Lowest n (%) 41(28.7)  40(28.0) 59 (56.2) 43 (410}

percentage of

losses

Intermediate n {%) 56(39.2) 47(32.9) 24(22.9) 31(29.5)

percentage of

losses

Highest n (%) 16(11.2)  36(282) Chi'= 5{¢4.8) 10(9.5) Chi* =

percentage of 15.30 - 9.38

losses

*p < 05,
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longitudinal study of actual Internet
casino gambling

Richard A. LaBrie™?, Sara A. Kaplan?, Debi A. LaPlante™?, Sarah E. Nelson'?,
Howard J. Shaffer™

Background: Participation in Internet gambling is growing rapidly, as is concern about its possible
affects on the public's health. This article reports the resuits of the first prospective longitudinal study of
actual Internet casino gambling behaviour. Methods: Data include 2 years of recorded Internet betting
activity by a cohort of gamblers who subscribed to an Internet gambling service during February 2005,
We examined computer records of each transaction and transformed them into measures of gambling
involvement. The sample included 4222 gamblers who played casino games. Results: The median
betting behaviour was to play casino games once every 2 weeks during a period of 9 months,
Subscribers placed a median of 49 bets of €4 each playing day. Subscribers tost a median of 5.5% of
total monies wagered, We determined a group of heavily involved bettors whose activity exceeded that
of 85% of the sarple; these players bet every fifth day during 17.5 months. On each playing day, these
most involved bettors placed a median of 188 bets of €25. Their median percent of wagers lost, 2.5%,
was smalter than that lost by the total sample. Conclusion: Our findings suggest that internet casino
betting behaviour resuits in modest costs for most players, while some, roughly 5%, have larger losses.
The findings also show the need to consider time spent as a marker of disordered gambling. These
findings provide the evidence ta steer public health debates away from speculation and toward the

creation of empirically-based strategies to protect the public health,

Introduction

athological gambling is a public health problem
Pciatcd with many physiological, psychological and social
repercussions——some of which are shared with other expres-
sions of addiction and some of which are unique to excessive
gambling behaviour.! There are many influences on the pre-
valence of pathological gambling among the general popula-
tion.™ For exarvple, researchers have identified an association
between increases in opportunities to gamble and changes
in population-level gambling behaviour.™® Researchers and
gambling advocates alike worry that Internet-related increases
in gambling opportunitics can lead to excessive gambling
among segments of the population.®” Ta date, very litde
research has examined population-level Internct ganmbling
behaviour. This srticle provides the first glimpse into the actual
gambling behaviour, as opposed 1o self-reposted gambling
Lehaviour, of online casino gamblers,

internet gambling and public health

Rates of Internet gambling currently are low compared to
ather types of gambling.'*'® However, researchers and advo-
cates have suggested that online gambling will grow and attract
players because of some uniquely appealing aspects, such as
anonymity, proximity and a greater sense of control'”*!
Mareaver, the loose regutations implemented by many gam-
bling websites,”” combined with younger generations’ famil-
farity with, interest in and access to conaputer technology, has
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created uneasiness concerning the possibility of an increase in
underage gambling.'”

Studies have veported higher prevalence rates of Internet
gambling in special populations, suggesting differential pop
larity and potency of Internct gambling for these groups. 1538
For example, Ladd and Petry®® investigated the gambling
behaviour of people secking treatment at University of
Connecticut health clinies (1= 389) and found that &1% of
the cohort affirmed gambling on the Internet in their lifetime:
thase who gambled on the Internet were more likely to be
younger, on-Caucasian and have higher scores on the South
Oaks Gambling Screen®” in comparison to non-Internet gam-
blers, However, these prevalence studies have gathered data via
self-report measures, which often provide inaccurate or biased
data duc to participants’ emotional responses to the events in
question and difficulty with recall.™ Baumcister of al.™! simply
state that people’s accounts of their actions do not often corre-
Jate with their actual behaviours and thus these discrepancies
lead to inaccurate reports. Evaluating gamblers’ actual online
behaviour provides a valid record of gambling activities and
more accurate knowledge about players” behaviour patterns,

Assessing actual online gambling behaviour

LaBric e al.®* provided the first report of actual gambling
behaviows of a longitudinal sample of Internet sports gam-
blers. This study revealed primarily moderate gambling
behaviour at the population level {ie, 2.5 bets of €4 cach
every fourth day), suggesting that Internet sports gambling
does not encourage excessive gambling for many players,
However, the research also showed that a small peccentage
of subscribers {i.e. 19) exhibited behaviours that deviated
matkedly from the norm {i.e. the median activity profile of this
group was to place 4.7 bets of €44 each every other day).
Similarly, analyses of temporal patterns of sparts gambling
behaviour showed evidence of rapid population-level adapta-
tion 1o online gambling™ The observed cycle of sports
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gambling activity indicated short-term increases in activity
followed by a swift decline, & model consistent with proto-
typical public heakth adaptation curves.'” The rapid adaptation
might be a result of previous gambling experience; the novelty
of the Internet might have generated the initial short-term
increases in activity, LaPlante and colleagues™ noted a small
segment of the population {1%) which did not adapt,
consistent with the findings of LaBrie ot al™

Hypotheses

Qur previous research® provided a wnique description of
actual Internet sports gambling, and a description of actual
Internet poker play is forthcoming, Both types of betting are
referred 1o as ‘skill' games. In comparison, chance governs
casino games entirely. As a result, we expect that casino game
play will differ in a few important ways from sports gamnbling
and poker phiy. Structueally, casine play is more rapid;
therefore, we expect that vohune measures, such as number of
bets, will be greater for casino gambling than for sports betting.
Our rescarch focusing on the gaunbling behaviour of 2356
people in treatment for gembling-related problems™ ™
suggests that casino games are the game of choice for people
seeking treatment, Despite the absence of epidemiologic evi-
dence other than that presented heve, we hypothesize that
individuals betting in virtual casinos will exhibit riskier behav-
iours, such as more excessive Joss patterns or time spent
gambling, than observed among Internet sports bettors and
poker players. However, we expect to find moderate and
consistent gambling among the majority of the population
with a small minority {i.e, 5% or less) exhibiting excessive
gambling behaviour.

Present study

This article describes the actual Internet casino gambling
behaviour of a large cohort of participants during 2 years of
a longitudinal study. We established. # research cohort and
accumulated their subsequent casino gambling transactions at
2 gambling website. The cumulative information base of these
transactions docaments each player’s gambling behaviour at
that site. Although previous investigations examined the self~
reported betting activity of Internet gambling on various types
of games,™ this is the first study to document the actual
gambling behaviour of Internet gamblers playing casino-type
games of chance. We present three types of results: (i) an
epidemiofogical description of demographic characteristics of
4222 sequentially subscribed Internet casino gamblers; (if) an
epidemiological description of the casino gambling behav-
iour of these Internct gamblers and (iii) an cpidemiofogicat
description of the Internet casino gambling behaviour of an
empirically-determined group of heavily involved bettors.

Methods

Sample

The full research cohort included 48 114 people who opened
an account with the Internet betting service provider, bwin
Interactive Entertaioment, AG {bwin), in February 2005. The
majority of subscribers engaged primarily in sports gambling.
As expected, relatively fow, 8472 {18%), elected to play some
casino games, and half of those, 4225 participants, were
excluded for playing fewer than 4 days during the study period.
‘The large number of bettors excluded for limvited involvement
is typical of people curious enough to try the product, but not
sufficiently interested to continue casino betting, We also
eliminated 10 bettors whe played for ‘fun’ (i.e. only played
with betting service promotional funds). Finally, we excluded
15 bettors because they had Hmited exposure to casino play,

starting their casino play less than 1 month before the end
af the corrent study period (ie. between 1 Jaouary and
30 January 2007}, The longitudinal cohort eligible for the study
consisted of 4222 participants,

Measures

The available demographic characteristics of the research
sample included age, gender, country of residence and pre-
ferred Ianguage. At enrollment, participants elected to interact
with the wagering system in one of 22 languages.

The gambling behaviour measures ave based on participanty’
monetary deposits to, and withdrawals from, their wagering
accounts, as well as daily aggregates of betting activity records.
The daily betting aggregates include the number of bets made,
total monics wagered and winnings credited to the bettors
accounts. The daily aggregations provided summary measures
of gambling behaviour. We obtained number of bets and total
wagered by summing the deily aggregations, We measured the
duration of gambling invelvement as the number of days from
the first eligible bet to the last (ie. duration), We defined the
frequency of involvement as the percent of days swithin
duration that included 2 bet {i.c, frequency). We ablained the
average bets per day by dividing the total number of bets made
by the total number of days on which a bet was placed (i.e. bets
per day) and the average size of bets by dividing the total
monies wagered by the total number of bets {ie. euros per
bet). The net result of gambling (i.e. net loss) is the difference
hetween total wagers and total winnings. The dominant ont-
come is a net toss and, by subtracting total winnings from total
wagers, positive values indicate net losses, the cost of gambling.
Converting net logses to a percent of total wagers {ie, percent
fost) provides an index of losses that is independent of the total
amount wagered,

Procedures

We conducted a secondary dats analysis of the subscriber
datebase obtained from win as described above. We received
approval from our Institutional Review Board to conduct this
secondary data analyses.

Data analfysis

We summarized the participants’ demographics and gambling
hehaviour using descriptive statistics. Tests for differences
between group means included testing the assumption of equal
variances and, if necessary, adjusting for unequal variances,
We organized the analyses into three sections: {i}) cohort
characteristics; (i) cohort gambling behaviour and {iii) the
behaviour of heavily involved betitors. For cohort character-
istics, we reported gender and country distributions, as well as
gambling behaviour differences by gender. For cohort gam-
bling behaviour, we reported gambling involvement by time
{i.e. duration and frequency), betting intensity (i.e. number
of bets, bets per day, euros per bet), and monetary outcomes
(Le. total wagerad, net loss and percent lost). For gambling
behaviour, we report medians because of the skewed nature of
the gambling data,

Results

Cohort characteristics

General demographics

The cohort average age was 30 years {SD = 9.0} aml most {93%)
wete male. The players represented 46 countries. The majority
indicated residence in Germany {19%}, Austria  (11%),



174

Greece {119} and Spain {10%]), but ssbstantial proportions of
participants were from France (9%}, Denvmark {8%), [taly (836},
Turkey (8%%) and Poland (5%). The remaining 10% of
participants were evenly distributed among 37 other countries.

Betting behaviour was similar across genders with the single
exception that women placed significantly more bets per day
than  men  {Mogmen =141, SD =206 versus My, =114,
SD =191, P<0.05). Consequently, the data did not justify
additional gender-specific analyses.

internet casino gambling behaviour

The wagering of this cohort on casine games included
>206 000 records of daily aggregates that tracked 14.8 million
bets, risking €114.7 million and losing a total of €3.5 million,
Table 1 swmmarizes the betting activity for this cohort
(N=4222). The typical number of days of playing casino
games is roughly 18; we estimated the number by multiplying
the median duration (261 days) by the median percent of days
{7%%) gambled within the duration {frequency). We estimated
the typical cost per day by dividing the median net loss (€117)
by the typical number of days of play. Briefly, the contral
tendencies (medians} describe a cobort that plays casino-type
games about once every 2 weeks during a 9-month period and
loses about €6.5 at each session, The eclationships between the
means and the medians, and the size of the standard deviations
i relation to the means, indicate that the total distribution is
markedly skewed (i.¢. extreme betting activity limits the ability
of the means to adequatcly describe the general betting activity
of the population majority), We will consider the heavily
involved bettars in a Jater section.

Relationships hetween behaviours

The distributions of the measures violate assumptions of
bivariate normality required for product-moment correlations,
Consequently, our anslysis of the independence among
measures used non-parametric rank-order correlation proce-
dures to avoid the undue influence from extreme observations.

Table 1 Gambling behaviour of internet casino bettors

Casino Bettors {n=4222)

Measure Mean ($D} Median
Duration {in days} 299 {231 261
Frequency 16% {21} 7%
Number of bets 3515 (122100 532
Bets par day 116 (192} a9
Exiras per bet 35 (184) 4
Total wagered 27172 {109604} 2603
Net foss BA0 {3229) "7
Percent fost 1742 S5

3of7

Internet cusiso gunbling behaviosiz

Table 2 presents the Spearman rank-order cotrelations
between pairs of measures. In large samples, relatively small
correlations {in this case, as small as 0.05) are statistically
significant. Only one corvelation presented in Table 2, the
correlation between duration and bets per day, was not statis-
tically significant. Therefore, it is important to consider the
size of these correlations as well as their significance.

in Table 2, most of the correlations between messures are
both significant and large. Participants who wagered larger
amounis of money also placed more total bets, more bets per
day, wagered more per bet and lost more money overall,
Percent lost was negatively correlated with all other measures
af betting involvement, indicating that bettors who bet more
and more often fost a lower percent of their total wagers than
others, Though duration and frequency were highly negatively
correlated, indicating that the longer subscribers remained
active on the site the lower the percent of days on which they
bet, these two measures did not correlate highly with the other
measures of gambling behaviour,

Gambling behaviour of heavily involved bettors

We examined subject centile plots to identify empirically
whether subgroups within our sample evidenced discontinu-
ously high involvement with casino wagering. Similar to inter-
preting a screen plot by identifying the ‘elbow’ of that plet,
Figure 1 demonstrates for total wagered a discontinuous
distribution beginning at the 95th centile. This alse was the
case for net loss. The total wagered and net loss measures of

400000 -4

J0L000

Ewros

200000 ~4

160000 -4

LA AN I S S S S 2 B M i
5 1015 20 25 30 35 40 43 50 S5 60 65 O 75 40 85 80 95 96 U7 98 99
Cantigs

Figure 1 Total stakes wagered on casino games

Table 2 Correfations among gambling behaviour measures for fixed-odds hetting {n=4222}

Duration Frequency No. of bats Bets per day Euro per Bet Total wagered Net toss Peyeent lost

Duration - ~0.63 0.26 0.01§ Q.05 0.27 023

Frequency 0.63 - n.22 013 0.09 0.27 0.16

No. of Bats 0.26 0.22 - 087 ~0.24 0.66 0.49

gats per day 0.01§ 0.13 0.87 - ~-0.47 041 033

Eurps per Bet 0.05 0.09 ~0.24 ~0.41 - 0.52 0.32

Total wagered 0.27 0.27 Q.68 041 0.52 ~ Q.70

Net logs 0.23 g8 0.49 033 0.32 0.7¢ -

Percent last -0.07 -0.18 ~0.26 ~0.14 ~0.27 ~0.43 0.20 -

Duration, interval in days between first and last bet; frequency, percent of days within duration when a bet was placed; net loss,
{otal wagers minus total winnings; Percent Jost, net foss divided by total wagered. Non-parametric Spearman correlations all

P<0.001, unless indicated by §.
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Table 3 Gambling behaviour of extreme § and 95% sub-
groups of casino bettors

Most fnvolved Other 95% of

casino bettors top 5% participants

{n=212) {n=4010}
Measure® Mean {SD} Median  Mean {(SD) Median
Age 34 (9) 32 30 (9 8
Duration 476 (232} 529 290 {233} 246
frequency 24% (17%) 0% 16% {21%) %
Number of bets 24558 (36779} 10465 2403 {7819} Ad6
Bets per day 285 (344} 188 107 {176} a6
Euros per Bet 213 (682) 23 25 (97) 4

10338 (19360) 2284
422 (939) 167
8.0 (1) 5.9

345579 (354890} 233195
8746 (11213} €698
26D P&

Totat wagered
Net loss
Percent lost

a: All measures significantly different between groups at
£<0.001

involvement ave highly correlated {Sprarman r=070) and
two-thirds of the most involved bettors were common to both
measures of money at risk. As shown in Table 2, total wagered
was correlated more highly with betting activity, both total
bets and bets per day, and was considered a better measure of
gambling involvement. The temporal measures of duration
and frequency were skewed but not markedty discontinuous.
We analysed the most top 5% of casino gamblers identified by
total wagered (ie, the top 5%) separately to provide a more
compleie description of the most heavily invelved Internct
casino gamblers,

As Table 3 shows, the top 5% of players and their less
involved counterparts significantly differed on a number of
variables. The single exception was gender. The proportion
of females in the top 5% group was lower, 4.2%, compared to
the other players, 7.2%; however, this difference was not
statistically significant {x7 = 2.69, P=0.10}, The top 5% players
were significantly older by 4 years (1=06.4, ndf=233,
P<0,001). The top 5% exhibited significantly increased gam-
bling behaviour compared to other gamblers on all measures
of activity and spending. However, the top 5% lost a signil-
icantly simaller prreent of their total wagers compared to the
rest of the cahort {#=21.0, ndf =871, P <0.001}.

Discussion

Although Internet gambling is often the subject of public
heaith debate and concern, there is fittle empirical evidence
avaifable to inform such debate and address that concern.
Stakeholders, however, have speculated about Internet pam-
bling and related public palicy in both the popular press and
public health Circles A0SR pornately, empirical data
descrihing population-lovel Internet gambling bebaviour s
mounting, Contributing to this growtb, this study presents the
first ever analysis of real-time betting behaviour of Internet
casino gamblers. These fndings provide a description of
the Internct casino gambling behaviour evidenced by a large
cohort of bettors followed praspectively for 2 years, We also
identificd and reporied the chavacteristics of a distinct gronp
af heavily invalved players who comprise five percent of
the overall cohort. This information will allow stakeholders
to participate in evidence-based public health debate, rather
than  rely on  conventional wisdom and  professional
speculation,

Cohort characteristics

It is important for public health officials who might be devel-
oping Internet gambling-related policy to understand the
magnitude of a population's involvement in various types of
Internet gambling. We hypothesized that games of chance
waould not be a popular gambling choice for our Tongitudinal
cohort of sports bettors, During the 2-year study period, 18%
of the cohort tried their hand at casino games but half of them
did not play on more than 3 days. The finding that only 9%
of the rohort played casino-type games ta any extent confirms
our expectation about the popularity of this gambling
option for sports bettors. This finding suggests that, rather
than a general interest in Internet gambling, participants are
likely to be selective in the types of games that they choose
to play.

The scrvice provider that generated the sample of gamblers
for the current investigation i most well known for #ts sparts
betting services; consequently, it is not entirely clear whether
our findings suggest population-level game preferences or
indicate a level of specificity only observed among Internet
sport gamblers. We noted that females are underrepresented in
the longitudinal cobort and this might be the result of gender
differences in game preferences. However, gender does not
appear to influence actual betting behaviour; neither this study
of casino gambling nor the sports gambling study™ observed
behavicural differences sufficient to discriminate between
genders. Although casino gamblers comprise « small portion
of the longitudinal sample, both the full subscriber sample
and the subsample of casina gamblers are large (i.c. 4222}, The
experience of >4000 gamblers observed for as long as 2 years
constitutes a significant empirical informationy base about
Internet casina-style games of chance. As we hypothesized,
the typical daily cost of casino gambling is modest, but
considerably larger thao the sports betting costs of this cohort.
As we noted in the Results section, the typical daily cost of
gambling on casino games was €6.5 per day which is larger
than the €1.2 typical daily cost of gambling on fixed-odds
sports propositions and the €0.8 typical daily cost for live-
action hets.™ However, the cohort of casino bettors played
less frequently than the sports bettors. Casino bettors played
sbout twice a month {median frequency=7%) compared
to about seven tmes a month for fixed-odds bettors
(median frequency = 23%} and live-action bettors {median
frequency = 27%),% The observation that casino game bettors
incur farger fosses at each gambling session compared to sports
bettors is consistent with our Dypothesis that casine-type
games offer an additional risk for players,

The correlation analyses provide important insights about
general patterns of Internet gambling behaviour. The high
correlations exhibir the consistency of casino betting patterns
among these bettors, The correlation between the total number
of bets made and the average number of bets per day
{Spearman r=0.87) reflects the day-to-day betting cansistency
of casino players. The correlation between total monies
wagered and net foss (Spearman r=0,70) is necessarily high
because the outcome of casino gambling is & function of
chance and the house odds, Tn our cobort, we alsa observed
a general tendency for rational decision making. The total
amount of money wagered correlated negatively with the
percent that was lost; wagering decreased as losses increased.
Similarly, measures of betting activity and amount per bet also
correlated negatively with percent Jost. These findings suggest
that for this cohort, bad luck was a disincentive for gambling,
though more research focused on the temporad nature of these
patterns is pecessary to confirm this suspicion.
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Although many gambling outcomes were wniform {ie.
positively correlated), we also observed a popudation level split
in type of gambling engagement. More specifically, the time
involvement measures, duration and {requency, were nega-
tively correlated. This suggests two styles of casino play in our
sample: playing on more days during a shorter total phy
period, and playing less frequently but for a longer period
of time. Both play styles had similar outcomes as measured
by monies lost. Percent lost correlated negatively with both
frequency {Spearman r=—0.18) and duration {Spearman
r=—0.07) More frequent play was associated with a smaller
percent lost than was a longer duration of play. Althongh
future research is necessary to clurify this issue, our findings
suggest that winning reinforees playing on adjacent days more
than it reinforces playing over a longer period of time.

Heavily involved players of casino games

Similar to our earlier analysis of Internet sports gamblers,™
the pattern of gambling involvement in this cohort of casino
gamblers was discontinuous, A 5% subgroup of the longi-
tudinal cohort {#=212) was more involved with casino
gambling than the rest of the cohort, Tt is notable that
among sport gamblers, discontinuity oceurred at 194, hence,
a greater proportion of our sample of casino gamblers parti-
cipated in more extreme gambling behaviour than did sports
bettors. It is also worth noting that, on average, the extreme
5% subgroup lost €77 per day campared with the remaining
casino players who lost €2.3 per day. All measures reflected
this increased gambling involvement for this 5% subgroup,
if such groups of heavily involved players indicate noteworthy
rates of disorder, behavioural algorithms comprised of
temporal, intensity and financial gambling measures might
be useful indices for developing website warning systems.

Time involved and money spent

Because financial lasses are arguably the most obvious conse-
quence of pathological gambling, common sense suggests
that public health attention would feature interventions that
concentrate on potential financial andor material problems
and treatment outcomes. However, an cqually fmportant
consequence of pathological gambling might be how gamblers
redistribute their time {e.g. spending less tine with family or at
work}), Detined by financial risk, the cxtreme 5% subgroup
were active casino players during a tonger period, they played
on more days during the time they were active, and the
measure of time spent at casino sessions {Le. median bets per
day) was four times larger than the remainder of the sample.
The heavily invelved players played frequently, for a long
duration, and were recognized by their financial commitment.
However, the correlations based on the total sample suggest
that some gamblers might expericnce personal problems
uprelated to the amount of money risked. Inn the full sample,
duration and frequency are strongly negatively correlated
{Spearman r=~0,61}, and both have modest correlations with
the Furos per bet {Spearman r=0.05 and 0.09, respectively).
The negative correlation could signal the presence of gamblers
who played intensely but for only a few days: an episodic loss
of control that could be problemvatic, but associated with only
timited financial losses. The relatively small correlations of
duration and frequency with monies wagered could sigoal the
presence of gamblers who spent a long time playing casino
games, but did not {or could not} bet more than very small
sums, In this case, the time engaged in casivo betting, rather
than the amount lost, could be the negative outcome of

S5o0f?

hujertiet casine gambling behaviour

disordered gambling, The time-related findings confiem the
suggestion that interventions need to farget a range of
behaviours and that identification of disordered gambling
behaviour needs to move heyond financially related
consequences,

Limitations

Despite the strength of this sample and the research focus on
actual gambling bebaviour, this study is not without limita-
tions. The observed Internet betting behaviour might not
represent a participant’s total onfine gambling behaviour.
inaddition to playing other types of games on bwin (e.g, sports
betting), unlike land-based gambling venucs, bettors can access
Internet sites easily, play at several venues and move among
them readily. The proffered payback rates vary from site to
site and it would net be unusual for gamblers to “shop’ for
the most favourable rates, [t also is possible that muftiple
individuals bet using the same account, The casino games
players in this study ate a minority {9%) of the longitudinal
cohort, The service provider, bwin, is best known as a sports
gaming service. Jt is possible that many gamblers whose
primary interest is casino games would select sites that empha-
size casino games. The casino players in this sample also bet on
sports and might represent bettors with more varied gambling
interests than players at sites that emphasize casino games.
Although cpidemiological information from this and other
studies derived from our longitudinal cohort™ advance our
understanding of Internet gambling, additional research is
necessary to determine how well these findings generalize to
other types of Tuternet gambling. Research has indicated that
game preferences at casinos and other lafd-based gambling
venues {e.g. the lottery, bingo, casino games) depend upon the
players’ demographic, cconomic and health-related factors™
as well as cultural and social acceptability,”’ Researchers now
need 1o consider whether the abserved patterns of games
played at fand-based gambling venues carry over ta fnternct
gambling.

Games people play

Our data did not provide information about the specific
casino games that individuals in our sample played. However,
published reports of provider odds might shed light on this
issue. The outcomes of casing games are governed by chance
with the odds set by the provider, The website indicates that
Video Poker and Stots had the lowest veturns to the players,
overall losses of 6,2 and 5.8%. respectively {(httpsi/fcasino.
Invir,com/easino.aspxiview=payout Table). Casino table games
were most favourable with a loss rate of 2.3%, followed by
card games with a rate of 2.9%. It is possible that the lower
fractional losses for the most heavily involved players
(median=2.5%) are due to a preference for table and card
games, Similarty, the higher fractional loss {median=5.9%}
experienced by the large majority of more casual players might
be consistent with a preference for slots and video poker. This
is an important divection for future rescarch and eventually
could suggest directions for targeted public health interven-
tions based on gaming preferences.

Conclusion

The purpose of our research collaboration with bwin is to
provide an empirical foundation to guide the development and
implementation of strategivs that will protect the public health.
The rapid expansion of Internet access and services outpaces
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the acquisition of empirical evidence necessary to develop
effective regulations and policies to assure public safety and
heatth, However, an advantage of Internet capabilities is the
ability to collect the actual behaviour of a farge research sample
over a long period of time. This allows research to avoid the
nuances of setf-report and the prohibitive logistical constraines
of repeatedly surveying large samples. This study is a necessary
step toward informing the wide range of gambling stakcholders
about the behavioural epidemiotogy of Internet gambling on
casino-type games. Research must next begin to identify the
population segments at greater or lesser risk for developing
Internct gambling-related addiction problems. The determi-
nants for increasing or decreasing the likelthood of developing
Internet gambling problems can then scrve as a guide for the

development of prevention and treatment programs,
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Key points

This is the first study to provide evidence about the
actual gambling behaviour of a large cohort of Internet
gamblers who played casino games during a 2-year
period.

The study revealed moderate gambling behaviour at
the population level: the median betting behaviour of
Internct casino gamblers was to play casino games
once every 2 weeks, placing a median of 49 bets of
€4 cach.

A smail percentage of the cohort (ie. 5%) exhibited
behaviours that deviated markedly from the nonm: the
mast involved bettors played every tifth day, placing
a median of 188 bets of €25 each.

Two patterns of Intfernet casino play emerged among
the cohott: playing an more days during a shorter
total play period, and playing less frequently but for
a fonger perind of time. Little evidence suggested
a difference in outcomes across these distinet play
styles,

Internet casino gamblers incurred greater daily losses
and played tess frequently {about twice a month) than
Internet sports gamblers (about 7 times per month).
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Abstract

The Internet is a controversial new medium for gambling. This study presents the first longitudi-
nal analysis of online gambling participation and activity among a population of newly subscribed
Internet bettors. Qur analyses indicate that this population of gamblers adapted to the new subscrip-
tion service rapidly, as evidenced by quickiy developing declines in population participation, number
of bets, and size of stakes. Adaptation was not uniformly evident in our population. Among sub-
groups of heavily involved bettors, adaptation was generally slower or not apparent. Rather than
adapt, involved bettors often maintained the high level of betting they escalated to in the days fol-
lowing subscription. This was particularly evident for one type of game: live-action betting. These
mnvolved individuals and the effect of live-action play require close scruting and ongoing
examination.
© 2008 Elsevier Ltd. All rights reserved.

Keywords: Gambling; Public health; Internet

1. Population trends in Internet sports gambling

Ten years ago, the division on addictions published the first meta-analytically derived
estimates of lifetime and past year pathological gambling for the United States and Can-
ada (Shaffer & Hall, 2001; Shaffer, Hall, & Vander Bilt, 1997; Shaller, Hall, & Vander Bilt,
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1999). Those point-in-time estimates indicated that 1-2% of the adult population met cri-
teria for lifetime pathological gambling, Subsequent updates incorporating international
research (Stucki & Rihs-Middel, 2007) indicate little change in these rates. Some research
indicates that rates of gambling-related problems among scgments of the population that
gamble are higher (Gerstein et al., 1999); however, researchers still are narrowing in on the
prevalence of pathological gambling in socicty at-large and among gamblers and other
vulnerable populations (Shafler, LaBrie, LaPlante, Nelson, & Stanton, 2004). The most
recent estimate from a nationally representative survey in the United States (Petry, Stin-
son, & Grant, 2005) found lower population rates (i.e., 0.4%) of lifetime pathological gam-
bling within the general population than those generated by the original meta-analyses;
nevertheless, even these lower rates represent a substantial number of individuals.

The aforementioned studies provide the prevalence of respondents who, at one point-
in-time, self-reported the number of gambling-related problems they experienced during
certain time periods. The findings illustrate the extent of gambling and gambling-related
problems in society. However, isolated retrospective self-reports are limited in terms of
what they can tell us about changes in gambling behavior that occur over time, and, in
response to individual or environmental events, such as new gambling opportunities. Stud-
ies that utilize a prospective design can provide detailed information about the intricacies
of both internally and externally influenced behavior change.

Most of the available temporally-related research presents point-in-time estimates of
self-reported gambling and gambling-related problems before and after events considered
likely to produce changes, such as casino openings and lottery expansion {Costello, Comp-
ton, Keeler, & Angold, 2003; Govoni, Frisch, Rupcich, & Getty, 1998; Grun & McKeigue,
2000; Jacques & Ladouceur, 2006; Jacques, Ladouceur, & Ferland, 2000; LaBrie, Nelson
et al., 2007; LaPlantc & Shaffer, 2007, Room, Turner, & lalomiteanu, 1999; Wallisch,
1996). The information provided by these studies is mixed; some studies indicate increases
in gambling and gambling-related problems, others indicate no change or inconsistent pat-
terns over time (LaPlante & Shaffer, 2007). One reason the available temporally-related
research might be inconsistent is because it relies on self-reported gambling behavior.
The validity and reliability of self-reported behavior is often uncertain (National Research
Council.,, 1999) and different types of self-report can conflict for the same information
(Jacques & Ladouceur, 2006; Shaffer et al., 2004).

To date, there has been no research ﬂlustratmg, population, or population scgment,
gambling trends in real time. Consequently, although the existing studies have provided
important information about the effect of environmental changes on individuals’ percep-
tions of gambling and gambling-related problems, they cannot illustrate with specificity
real time changes in actual gambling in a population.

1.1. Present research

Some forms of gambling are more amenable to the study of real time gambling behav-
ior than others. For example, machine games, such as video lottery terminals (VL Ts), can
be equipped with player tracking software to collect real time gambling behavior over long
periods of time, Those VLT systems with central registries can even track player behavior
across machines and gambling locations. Similarly, the Internet provides a unique oppor-
tunity to record and explore actual gambling behavior because many companies record all
gambling and non-gambling online activity using web-based technology. Examining actual
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gambling behavior avoids well-known issues related to retrospective self-reports (e.g.,
poor recall, self-presentation strategies, etc.), and provides an unbiased record of popula-
tion trends in gambling activity. -

In this paper, we present the first rcal time longitudinal analysis of Internet gambling
behavior among a population of hew subscribers to an online gambling service, which spe-
cializes in sports betting. This population is of interest for several reasons: (a) the world-
wide ramifications of recent congressional legislation defining Internet sports gambling as
illegal in the United States (i.e., the Unlawful Internet Gambling Enforcement Act); (b) the
paucity of empirical research related to Internet gambling (c.g., Division on Addictions.,
2007; Grifliths, 2001; Talomiteanu, Adlaf, & M., 2002; LaBrie, LaPlante, Nelson, Schu-
mann, & Shaffer, 2007; LaBrie, Shaffer, LaPlante, & Wechsler, 2003; Ladd & Petry,
2002; Petry & Mallya, 2004; Woodruff & Gregory, 2605); and (c) there are no longitudinal
studies of actual Internet gambling activity. This study examines daily records of actual
Internet gambling activities prospectively observed over a period of 18 months.

1.2, Hypotheses

Popular opinions hold that Internet gambling is a particularly virulent form of gam-
bling, which will have profound adverse effects on the population. People have argued that
certain characteristics specific to Internet gambling present additional risks for developing
gambling problems, such as the lack of control over participants, the immediacy of access,
and the ready availability of a wide range of types of gambling opportunities (e.g., Bulke-
ley, 1995; Federal Trade Commission, 2003; General Accounting Office., 2002; Griffiths,
1999, 2003; Griffiths, Parke, Wood, & Parke, 2006; Mitka, 2001). If it is correct that these
characteristics are especially dangerous, we would expect to observe cnduring or escalating
gambling activity over timc amang new Internet gambling service subscribers.

Enduring or escalating betting trends should be especially evident for gambling propo-
sitions that might exaggerate the potentially dangerous characteristics of Internet gam-
bling (i.e., games that promise rclatively quicker action at any time). For Internet sports
gambling, live-action betting (i.e., bets made on real time propositions about outcomes
within a sporting event), as opposed to fixed-odds betting (i.e., bets made on the outcomes
of sporting events or games), might have more chance of inducing this effect. Online gam-
bling that does not involve sports betting (i.e., casino-type games) might exceed even live-
action in this respect; however, the investigation of Internet casino games is beyond the
scope of this paper and we refer the reader to LaBrie, Kaplan, LaPlante, Nelson, and
Shafler (in press).

2. Methods
2.1. Sample

This research cohort included all persons (N = 47,603) who registered with the Internet
betting service provider, bwin Interactive Entertainment AG (bwin), during February 2005,
In this cohort, some players received promotional funds, but everyone in the sample
deposited and played with their own monies. We monitored bettors for the next I8 calen-
dar months, until August 31, 2006, We excluded persons who did not start to gamble until
one month before the end of the study period (i.e., started gambling after July 31, 2006)
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and persons who did not wager on sports during the study period. We further excluded
persons who evidenced having exceptional financial means, because bwin exempted this
subgroup from company-imposed deposit limits, which could allow for non-representative
betting behaviors (N = 6).

The final sample for the analysis included 46,339 sports bettors, 42,590 (91.9%) men
and 3749 (8.1%) women who reported ages ranging from 14 to 105 years (Mean == 30.36,
SD = 9.86) from 84 countries, with the majority (57.5%) from Germany. Most bettors
played both fixed-odds and live-action propositions at least once (n = 30,642; 66.1%);
14,961 (32.3%) played fixed-odds only, and 736 (1.6%) played live-action only.

2.2. Measures

Gambling behavior measures included aggregates of betting activity (i.e., number of
bets and monies wagered per calendar day for both fixed-odds and live-action betting)
for each bettor during the 18-month observation period,

2.3. Procedures

We conducted a secondary data analysis of an 18-month subscriber database obtained
from bwin. We received approval from our institutional review board to conduct second-
ary data analyses of the available information,

2.3.1. Analyses

To generate population-level data, we first computed the number of bets and the sum of
monies wagered for each bettor, We did this for each day and for each consecutive 30-day
period (i.e., a prototypical “month”), starting with the individual’s registration day. All
bettors had at least 18 complete 30-day periods, regardless of when they registered during
February. Because not everyone had a complete 19th “month™ of observation, we dropped
the final month from all analyses, leaving 18 periods of 30 consecutive days, which we refer
to as “months” in this report.

Next, we summed the number of bets and monies wagered over the entire sample for
each month and each day. We further obtained the number of active persons {i.c., persons
who had at least one bet on fixed-odds or live-action in a given mouth or on a given day).
All analyses use these sample-level sums and thus refer to betting activity during the first,
second, third etc. month or day, as defined by registration day, rather than calendar dates.
That is, month 1 is comprised of a range of 30-day period calendar dates that depend on
population members’ registration date,

We present population trends of betting activity over time for fixed-odds and live-
action in the total sample and in the subgroup of the most involved bettors (MIB). As
empirically justified by a scree-type analysis of centile plots (LaBrie, LaPlante et al.,
2007), we defined the subgroup of MIBs as the top 1% of the sample regarding the vari-
ables of interest (i.e., number of bets and sum of monies staked). This strategy yielded four
non-exclusive MIB groups: fixed-odds number of bets (FO-B; n = 456), fixed-odds amount
of stakes (FO-S; »n = 454), live-action number of bets (LA-B; n = 310), and live-action
amount of stakes (LA-S; # = 313). We examined correlation matrices of the gambling
behavior measures for months and days, fixed-odds and live-action betting, and gambling
behavior measures and time.
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3. Results
21, Betting activity: full sample

We examined the monthly and daily patterns for the total monies wagered (i.e., Stake),
total number of bets (i.e., Bets), and total number of active persons (i.e., N Valid) using the
full sample. The various measures of betting activity within game (i.c., FO and LA) all cor-
related at greater than .91 (Table 1), indicating that patterns of activity on all three mea-
sures were very similar, Fixed-odds and live-action betting in the full sample also
correlated with each other for the various measures of betting activity (Table 2), indicating
that patterns of fixed-odds and live-action activity were similar over time. For the full sam-
ple, correlations indicated decreasing gambling activity and participation over time, for
both months and days (Table 3). Graphical illustration of betting activities over time
shows that the greatest betting activities of the sample occurred during the very first

Table 1
Correlation matrices for fixed-odds and live-action betting behavior in the full sample

Stake Bets N valid
Fixed-odds
Stake £.00 0.96 0.97
Bets 0.99 1o 0.99
N valid 0.99 .98 1.00
Live-action
Stake 1.00 0.93 0.91
Bets 0.94 1.00 0.99
N valid 0.91 0.98 1.00

Values above the diagonals are days and values below the diagonals are months. For all correlations, p < .001.

Table 2
Correlations between fixed-odds and live-action betting behavior by time in the full sample
Stake Bets N valid

Months 0.93 0.97 0.99
Days 0.78 0.88 N 0.97
For all correfations, p < .001.
Table 3
Correlations of fixed-odds and live~action betting behavior with time by type of game in the full sample

Stake Bets N valid
Fixed-odds
Months ~0.65" ~0.65™ ~0,58"
Days ~0.94 -0.96 ~0.95
Live-action
Months ~-0.72" ~0.59" -0.53"
Days -0.73 ~0.83 ~0.89

Unless otherwise indicated, for all correlations, p <.001.
Y p <08,
" p< Ol



184

mmon .
womon o jr\
\mmonos . dx \“/\Wi
osmon
! - . ,
! e i VAL
H . W /\m A
3 H 3 “"'»v\
i H N A,
PR 3 et
. o
e g ¥ 120,20 St e
. A
n
T T T e e e e T e P e T
R e
o
vescs -
i |
H i A
! [ e wiNg
H % VN m
i s SR 2w v 5
NP F I .
R P i

PR N A AN RN I Y

Fig. 1. Number af bets and Sum of stakes on fixed-odds and tive-action by month and day for the full sample.

171174

BIPTHGET (BUDT] #3 Avsaargag uenmpy up Sidgndwo? {10 12 amuelgol VG



185

D.A. LaPlante ef al | Campuiers in Human Behavior 24 {2008 2399-24]4 2408

month, followed by a sharp decrease in betting activities during the first 6 months (Fig. 1).
Thereafter, the activity fluctuated around a slightly increased level.

We examined the daily patterns of gambling behavior during the first 90 days to deter-
mine if the monthly analyses obscured any short-term trends. In general, the daily patterns
confirmed that the highest betting activity of the sample occurred almost immediately, fol-
lowed by a short increase for Bets (i.c., about one week), and then broader decreases in
betting activity, All gambling behavior measures for fixed-odds and live-action betting
showed the highest activity no later than on the eighth day. The daily patterns revealed
periodic increases in betting activity about every seven days. This pattern was most evident
for bets. The declines in betting activity were greater for fixed-odds than for live-action
betting.

3.2. Betting activity: most involved bettors { MIBs)

We analyzed the patterns of betting activity {i.e., Stake and Bets) and participation (i.e.,
N Valid) separately for the four groups of MIBs: fixed-odds number of bets (FO-B); fixed-
odds amount of stakes (FO-S); live-action number of bets (LA-B); and live-action amount
of stakes (LA-S). As with the full sample, the vast majority of measures of betting activity
within game (i.c., FO or LA) correlated with each other; however, untike the full sample,
the range of correlations for live-action betting was greater among the MIB groups (Table
4). In contrast with the full sample analyses, some correlations in the MIB analyses were
quite small. The smallest correlation (r = .09) was between the number of active partici-
pants and the daily sums of live-action stakes over 18 months for the FO-S MIBs. Hence,
for the complete sample the number of active bettors was nearly synonymous with the
other measures. Interestingly, when we look at the MIB groups, we do not find this dom-
inance of N Valid.

Compared to the full sample, betting activity on the two games over time was less con-
sistent for the MIB groups (Table 5). Nevertheless, for most groups and variables FO N
Valid rates and LA N Valid rates correlated over time. Hence, although MIB groups
tended to be active on FO and LA on the same days/months, betting activity on these
types of games was not necessarily synchronous (i.e., 10 of 16 correlations indicated no
significant relationship between betting activities).

We observed declines in FO betting across the 18 months study period for atl MIB
groups (Table 6). However, the trends in LA betting across the 18 months were less con-
sistent, and often increasing. For example, the FO-B group exhibited increases in LA
Stakes and Bets over the course of the study period. Similarly, the FO-S and LA-B groups
showed increases in LA Stakes during the same period. One exception was a decrease in
LA Bets for the LA-S group.

During the first 90 days, FO betting activity also was inconsistent among MIBs; and, as
in the analyses across months, we observed substantial increases in betting activity for a
number of variables. Most notable are the increases in Bets and Stakes for the LA-B
and LA-S groups, respectively. Finally, although the number of active players over time
decreased for monthly and daily analyses in the full sample, the number of active MIB
players did not change over time in a consistent way. Monthly and daily patterns of
live-action and fixed-odds betting often conflicted for the MIB, For example, the FO-B
group experienced significant decreases in FO participation across the study period, but
there was no temporal relationship with LA participation during that time. Conversely,
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this group evidenced no relationship between FO participation and time during the first 90
days, but showed a significant increase in LA participation during this period.

The patterns in the subgroups of the MIBs were markedly different from the full sample
and each other (Figs. 2 and 3). For the two MIB Bets groups (i.e., FO-B & LA-B), com-
pared to the generally decreasing monthly trends of fixed-odds activity, which included
broad fluctuations, the monthly patterns of live-action betting were relatively flat or
incrcasing. A closer examination revealed increasing trends in FO Bets for both groups

Table 4

Correlation matrices for fixed-odds and live-action betting behavior in the most involved bettor subgroups
Stake Bets N valid

FIXED-ODDS

FO-B

Stake 1.00 0.76 0.66

Bets 0.87 160 0.75

N valid 0.88 0.89 1.00

FO-§

Stake 1.00 0.79 0.78

Bets 0.82 1.00 0.69

N valid 0.85 092 1.00

LA-B

Stake 1.00 0.62 0.59

Bets 0.82 1.00 0.55

N valid 0.80 0.91 1.00

LA-S "

Stake . 1.00 0.40 047

Bets 0.88 £.00 0.50

N valid 0.83 0.94 1.00

LIVE-ACTION

FO-B .

Stake 1.00 033" 0.29”

Bets . 0,78 1.00 0.48

N valid 0,420 0.64™ 1.00

FO-8

Stake 1.00 0.39 .46

Bets 0.48° 1.00 0.50

N valid . 0.09ns 0.70 1.00

LA-B : .

Stake 1.00 0.82 . 0.80

BETS 0.80 1.00 0.88

N valid 0.74 0.87 1.00

LA-S

Stake 1.00 ) 0.62 0.76

Bets 0.61™ 1.00 0.62

N valid 0.55° 0.91 1.00

Values above the diagonals are days and values below the diagonals are months. Unless otherwise indicated, for
alt corrclations, p <.001. ns = not significant, .

tp<.08.

- p<.0L
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Table 5
Correlations between fixed-odds and live-action betting behavior by time in the most involved bettor subgroups
Stake Bets N valid
FO-B
Months —0.02ns 0.31ns 0.82
Days 032" 0.03ns 0.50
FO-S
Months ~0.41 0.56" 0.87
Days 048 0.08ns 0.25°
- LA-B
Months —0.34ns 0.35ns 0.35ns
Days 0.10ns 0.23° 0.38
LA-8
Months -0.0%us 0,657 0.75
Days 0.02ns -0.12ns -0.07ns
Uniess otherwise indicated, for all correlations, p <.001. ns = not significant.
t p<.0S.
<o
Table 6
Correlations of fixed-odds and live-action betting behavior with time by type of game in the full sample
Stake Bets N valid
FIXED-ODDS
FO-B
Months ~0.51" ~0.50° ~0.54"
Days 0.18ns 0.47 0.09ns
FO-§
Months ~0.72" -0.65" ~0.77
Days -0, 1 5ns 0.04ns ~0.41
LA-B
Months 0,69 -0.68" ~0.68"
Days ~0.01ns 022" ~0.01ns
LA-S
Months ~0.76 ~0.85 ~-0.92
Days -0.27" ~0,29" ~0.46
LIVE-ACTION
FO-B
Months 0.66" 0,49 ~0.01us
Days 037 —0.01ns 0.38
FO-S
Months . 0.53" 0.15us ~0.43ns
Days 0.36 ~0,03ns 0.29™
LA-B
Months 0.48° 0.20ns 0.38ns
Days 0.86 0.84 0.86
LA-§
Months 0.04ns ~0.55" -0.54"
Days 0.76 0.53 0.81

Unless otherwise indicated, for all correlations, <.001. ns = not significant.

" p <05
p< oL
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during approximately the first 30 days, followed by leveling and indications of decreasing
activity, In contrast, whereas LA Bets were unchanged over time for the FO-B group, LA
Bets increased steadily during the first 90 days for the LA-B group.

For the two MIB Stakes groups (i.e., FO-S & LA-S), the monthly trends for Stakes
were essentially the same as for Bets among the Bets groups. However, trends during
the first 90 days were occasionally dissimilar, For example, among the FO-S group, there
was a much more dramatic decrease in FO Stakes following an initial increase during
approximately the first 30 days — yiclding an inverse U-shaped trend. In addition, rather
than staying relatively flat, during this time LA Stakes increased for the FO-S group.
Trends for the LA-S groups and LA-B groups on Stakes and Bets, respectively, were
similar.

4, Discussion

This study presents the first longitudinal analysis of real time Internct sports gam-
bling behavior for a large sample of newly subscribed gamblers, Patterns of gambling
behavior in our population were consistent for activity (i.c., number of bets and size
of stakes) and for games (i.e., FO and LA). There were, however, notable magnitude
differences over time for games: the number of bets people made for FO always
cxceeded those for LA, and by the third month of the study period, the amount of
stakes placed on LA bets always exceeded those for FO. In other words, the population
cumulatively made fewer, but larger bets on LA compared to FO, Any changes in pop-
ulation-level observations over time might be attributable to subscriber attrition in our
population.

In the introduction, we speculated that LA betting might be riskier than FO betting.
These results lend some support to this speculation because the population made fewer,
but larger LA wagers. Alternatively, the results might only reflect the better odds and
smaller cost of gambling on LA games (nearly 50/50). People might be wagering more
on LA games because they have a greater statistical likelihood of winning. It is worth not-
ing that earlier research indicated that fewer subscribers participated in LA than FO bet-
ting {LaBrie, LaPlante et al., 2007); so, the small number of people involved in LA betting
was likely to be responsible for these higher rates.

We observed decreasing trends of gambling behavior over time. This was true for
monthly and daily analyses. Actual participation (i.e., N Valid) also declined uniformly
and most obviously during the first 90 days. Consequently, we did not find evidenee to
support concerns that Internet gambling will overwhelm populations of gamblers, caus-
ing escalating rates of participation, or even sustained rates of participation. Rather, our
daily analyses of gambling activity indicated rapid adaptation to the new service, as
illustrated by a short-term increase in activity, peaking by the eighth day of activity
and rapidly declining thereafter. This pattern is consistent with prototypical adaptation
curves for populations (LaPlante & Shaffer, 2007). The intra-curve peaks in activity
occurred every seventh day. This pattern might reflect fan-based betting (i.e., weekly
games); similar to the overall pattern for gambling, this weekly cycle also degrades over
time after an initial increase in interest. Both LA and FO gambling seemed to reach a
fairly stable lower fevel, around which population activity fluctuated. Longer term anal-
yses will be necessary to provide important information about the stability of these ini-
tial findings.
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It is important to note that the rapid adaptation observed among this population of
gamblers might only generalize to people who already gamble. It is likely that the people
who are new subscribers to an Internet service already have some gambling experience in
their lifetime; though, there likely will be some exceptions to this rule. On the other
hand, the novelty of Internet gambling is more likely the rule, and even those people
who gambled previously might not have gambled exactly this way and this conveniently.
Additional research on different populations is required to determine whether the
observed patterns are specific to gamblers, or might generalize to people who are newly
exposed to gambling and/or Internet gambling. Research on gambling exposure effects
(LaPlante & Shaffer, 2007; Shaffer, Vander Bilt, & Hall, 1999; Volberg, 2002} suggest
that newly exposed people might differ, by taking a longer time to adapt, from people
who already gambile,

4.1. Gambling Involvement and gambling behavior over time

We identified and examined four groups of involved bettors: groups of individuals who
were in the top 1% of behavioral distributions for FO Bets, LA Bets, FO Stake, and LA
Stake. Previous analyses indicated that the cumulative gambling behavior of such involved
bettors is distinct from the population as a whole (LaBrie, LaPlante et al., 2007). Our lon-
gitudinal analyses were consistent with these analyses. For example, whereas measures of
betting activity corrclated with each other within the full sample, relationships among
these measures were weaker and less consistent for betting activity in the MIB groups. This
was particularly evident for LA betting, indicating more independent betting activity. This
observation is consistent with a greater focus and attention to the type of game of choice
and betting activity among MIB groups. :

Compared to the full population, we also observed greater variation in individuals’
activities across game types. Whereas stakes and bets were very similar for FO and LA
activity in the full sample, in the MIB groups, betting activity on onc type of game was
relatively independent of activity on the other game. This was apparent even though
MIBs, regardless of group, tended to be active or inactive on FO and LA betting at the
same time, These findings suggest that individuals who were members of MIB subgroups
were not necessarily extreme in all of their betling activity on both games. Unlike in the
full population, for MIB groups, elevated activity on one game did not spill over to
another game.

The MIB groups also were distinct from the full population in terms of adaptation.
That is, we did not always observe cvidence of rapid adaptation in the MIB groups.
Rather, three of the MIB groups showed escalating patterns of LA gambling behavior
during the first 90 days of activity. LA betting was relatively flat during this period for
the FO-B group. This contrasts sharply with population analyses, which reveal relatively
sharp declines for both FO and LA activity starting by the eighth day of activity, at the
latest. Hence, for very involved bettors, participation in LA gambling became increasingly
attractive after their initial foray — monthly analyses indicated that these MIBs maintained
their interest for the study duration. In contrast, FO behavior did not confirm an escalat-
ing trend, but more closely approximated patterns of adaptation, with longer term
increases in activity evident, followed by flattening and/or decline. Adaptation, however,
was not rapid as in the full sample, and this trend only scemed to emerge after 45 days or
$0.
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4.2, Limitations

Although the findings presented here provide a unique and seminal description of
actual Internet sports gambling behavior, some limitations are worth discussing. For
example, we cannot determine whether the individuals who subscribed to the betting
service subscribed and/or participated in multiple online gambling activities. It is pos-
sible that subscribers offset the decreases in gambling activities on this service by going
to another service. If this is the case, this study would underestimate our participants’
overall Internet gambling activity. We also cannot determine whether multiple individ-
vals used the same gambling service subscription account. If so, the total number of
people contributing to sums of bets and stakes would increase. Other information in
our database is difficult to verify. For example, the age range for our study included
ages 14-105. Although it is certainly possible for individuals of these ages to subscribe
and bet, it is also possible that some of the age outliers indicate inaccurate self-report-
ing by subscribers.

Individuals who comprised our MIB groups could belong to multiple MIB groups.
Future rescarch should include in depth analyses of overlap among MIB groups to isolate
individuals who fall in the extreme ends of distributions and determine whether their pat-
terns of gambling are distinct from those presented here. Our findings do not specifically
address issues related to gambling-related problems. Consequently, the clinical relevance
of our findings is not yet known. However, from a public health perspective, the analyses
presented here provide researchers, policy-makers, and public health interests with impor-
tant information about how Internct gambling can influence gambling behavior. Addi-
tional studies are necessary to uncover both the implications for psychopathology and
other tangible consequences of gambling-related problems, such as ruined finances and
social relationships,

4.3. Concluding thoughts

Although there has been much speculation about the nature of Internet gambling and
its potential effect on gamblers, to date, research on this topic has been restricted to gam-
blers” self-reported gambling. At the population-level, this research challenges common
assumptions that Internet gambling will stimulate excessive patterns of gambling. This
study revealed that new Internet gambling subscribers tended to adapt fairly quickly to
betting using the service. However, for individuals who are very involved in Internet gam-
bling (i.c., MIBs), there might still be cause for concern. Adaptation was not uniformly
apparent in the population, particularly for one type of game — LA betting, Heavily
involved individuals and LA betting warrant closer attention.
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Abstract The recent expansion of Internet gambling has stimulated debate, policy, and
research on this relatively new phenomenon and its potential consequences, The current
study focuses om bettors experiencing problems by sampling Internet gamblers who
imposed limits on the amount they were allowed to deposit to a betting site. We analyzed
the beiting transactions over 18 months of all gamblers who subscribed to an online betting
site in February, 2005 (N = 47,134), 567 of whom utilized the site’s self-limit feature.
Self-limiting gamblers played a wider variety of gamcs and placed more bets than others
prior to imposing limits, After imposing limits, self-limiters reduced their activity, but did
not reduce the amount they wagered per bet. Time spent gambling, not just money spent,
appears to be an important indicator of gambling problems. Self-limit programs appear to
be promising options for Internet gamblers at-risk for gambling problems.

Keywords Gambling - Internet gambling - Gambling problems - Self limits -
Harm reduction

Introduction

The advent and expansion of Internet gambling during the past decade has caused con-
siderable controversy among policymakers (e.g., Richtel 2004), advocates (e.g., No More
Gambling 2005), and researchers alike {e.g., Smeaton and Griffiths 2004). User anonymity,
increased access to gambling, and lack of regulation of online betting services raise
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suspicions that Internet gambling might facilitate the development of gambling-related
problems (Griffiths 2003). Given the number of poor mental health outcomes associated
with disordered gambling, the potential that Internet gambling can lead to gambling
problems is a significant public health concern (Petry 2000).

Research on Internet Gambling

Speculation about the risks of Internct gambling is abundant, but there is little consensus
about the prevalence of Internet gambling (estimates range from 0.2% in the UK to 36.5%
among Detroit casino-goers; American Gaming Association 2006; Griffiths 2001; lalo-
miteanu and Adlaf 2002: LaBrie et al. 2003; Ladd and Petry 2002; Meerkerk et al. 2006;
Petry 2006; Peiry and Maliya 2004; Welte et al. 2002; Woodruff and Gregory 2005).
Further, there is very little research about the prevalence of disordered Internet gambling,
Three published studies (Ladd and Petry 2002; Petry 2006; Petry and Mailya 2004), all
using convenience samples, have investigated the relationship between Internet gambling
and gambling problems. One of these studies found that among a sample of people seeking
free or reduced-cost treatment at a health care center, participants who reported Internet
gambling endorsed more gambling problems according to the South Oaks Gambling
Screen (SOGS: Lesieur and Blume 1987) than other gamblers (Ladd and Petry 2002);
another found that, among a similar sample of people seeking health care, disordered
gamblers (i.c., those endorsing S5+ criteria on the SOGS) were more likely to report
Internet gambling than other gamblers (Petry 2006); the last found no relationship between
fnternet gambling and SOGS scores among health center employees (Petry and Mallya
2004). All of these studies relied on self-reported gambling behavior,

The first empirical study of actual Internet gambling behavior (LaBrie et al.  20074)
examined the betting behavior during eight months of more than 40,000 online gamblers
who subscribed consecutively to an Intemnet betting service, The study found that Internet
sports gamblers typically made a few small bets every four or five days, and that those who
bet the most were not necessarily the bettors who lost the most. Only a few bettors(i.e.,
approximately 19 for each variable) deviated from this basic pattern. The authors con-
cluded that detecting problem gamblers might require knowing more than their typical
gambling behavior; unusual patterns of play and changes in behavior could contribute to
improving identification. A consequent study confirmed this suspicion; among the same
sample of Internet betting service subscribers, most subscribers adapted their behavior by
reducing their participation, bets, and bet size, but heavily involved bettors failed to adapt,
instead maintaining a high level of involvement (LaPlante et al. 2008),

One way to identify people for whom gambling has become problematic, both on land
and onling, is to study people who seek treatment or employ self-help strategies for their
gambling behavior (LaBrie et al. 2007b). Self-exclusion and self-limit programs employed
by casinos are two examples of sclf-help programs whose enroilees likely have problems
with gambling.

Self-Exelusion and Self-Limit Programs: Land-Based Casinos

Seif-exclusion and self-limit programs have become popular tools for casinos attempting to
provide responsible gaming services to their patrons. Self-exclusion programs allow
patrons to ban themselves from casinos (see Napolitano 2003; Nowatzki and Williams
2002), requesting that these casinos do not allow them on the premises or accept their
money and, in some cases, that their trespass result in criminal prosecution (e.g., the
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Missouri Voluntary Exclusion Program: LaBric et al. 2007h; Nower and Blaszezynski
2006). Self-limit programs, enforced by casinos, allow patrons to impose limits on cerfain
gambling-related activities (e.g., the ability to cash checks or obtain credit at a given
casino: American Gaming Association 2003). Though sclf-exclusion and self-limit pro-
grams are not equivalent and likely attract different clientele, both serve gamblers who are
seeking help to regulate their gambling behavior,

Research about self-exclusion programs has demonstrated that, not surprisingly, the
majority of people who utilize the service meet criteria for having clinically significant
problems with gambling (Ladouceur et al. 2000), and that self-exclusions, to some extent,
increase with closer gambling proximity and greater availability (LaBrie et al. 2007bh).
These findings support the concept that self-exclusion is a good indicator that gambling
problems arc present among those seeking exclusion.

Self-limit programs, which might be considered a harm reduction technique, likely
attract people with gambling problems who wish to regulate better, but not necessarily
stop, their gambling. However, prior to this report, there has been no published empirical
research about self-Jimit programs or their enrollees.

In addition to serving as potentially useful markers of samples with gambling problems,
seif-exclusion and self-limit programs can be evaluated to assess their effectiveness in
reducing or eliminating gambling problems. As stated above, to date, no empirical research
has been conducted on self-limit programs, The one available fongitudinal study of casino
self-cxclusion found that participants, interviewed 6-24 months after self-excluding, were
generally satisfied with the program and reported a reduction in gambling problems after
joining the program (Ladouceur et al. 2007),

Self-Exclusion and Self-Limit Programs: Applications to Internet Gambling

Until now, no research has examined how self-exclusion and self-limit tools might extend
10 online gambling. As part of a research collaboration with the Division on Addictions, the
online betting company, bwin Interactive Entertainment, AG (bwin) implemented a self-
limit program, At the time of this study, bwin had a default limit on deposits €5,000 in a
30 day period and €1,000 in a 24-h period. Through the bwin self-limit program, sub-
scribers can impose lower limits on the amount they are allowed to deposit in a given
month; the company computer system then enforces these limits, Qur interest in this
potentially at-risk poputation segment (i.e., subscribers who impose self-limits) rests en the
assumption that self-imposition of limits, similar to enroliment in self-exclusion and self-
limit programs in land-based casinos, could be an indicator of potential disordered gam-
bling. Subscribers who impose limits on their online gambling accounts likely recognize
that they are, or perhaps have been in the past, (a) capable of gambling more than they
intend, (b) not able to control their gambling involvement without help, and/or (c) at-risk
for excessive gambling. Given the possibility that this population segment has experienced
these or other gambling concerns or problems, examining their gambling behavior prior to
initiating self-limits might provide information about how disordered gambling manifests
among online gamblers. In turn, examining how that behavior changes after adopting lower
limits will measure the effectiveness of a self-limit strategy.

Current Study

The current study investigates the prospective longitudinal gambling behavior of bwin
subscribers who elected to self-limit their gambling expenditures, The database for this
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study consists of the daily aggregate of individuals’ betting transactions and avoids the
inaccuracies incumbent in self-report, Based on the assumptions listed above, we
hypothesized that subscribers who imposed self-limits would be more heavily involved
than other subscribers in Internet gambling prior 1o self-limiting their gambling behaviors,
and that their gambling behaviors would improve (i.e., decreased stakes, bets, and fre-
quency of betting) after the imposition of limits. We also cxplored how sell-limitation
related to type of bets placed (i.e., fixed-odds or live-action sport betting, poker, or other
games).

Method
Participants

Participants included 47,603 Internet gamblers who subseribed to bwin during February
2005 and placed bets on that site between February 2005 and September 20067 We
excluded participants who had not placed a bet by August lst, 2006 to ensure at least a
month of exposure after active betting behavior began, This reduced the sample to 47,478
subseribers, Five hundred and ninety-three of those subscribers imposed self-limits on their
accounts between the beginning of November 2005-——when bwin implemented their self-
limit policy—and the end of March 2006. This sampling time period allowed us to measure
these participants’ gambling behavior for at least six months after they had clected self-
limits. We excluded participants who placed limits on their accounts between April st
2006 and August 31st 2006, as well as participants who placed self-limits on their accounts
that were the same or higher than bwin-imposed limits, resulting in a final sample of 47,134
{567 self-limiters (1.2%) and 46,567 other subscribers (98.8%)].

Though the vast majority of bwin subscribers engage primarily in sports betting, sub-
scribers also can engage in other activities, such as casino games or poker. Within the
sample of 47,134, there were 12,121 subscribers (25.7%) who played games on the site in
addition to or instead of placing fixed-odds and/or live-action wagers on sport events,

Procedures

We obtained from bwin de-identified datasets of all transactions made on their site over the
18 month study period by individuals who subscribed to the betting service during Feb-
ruary, 2005. We obtained approval from the Cambridge Heaith Alliance Institutional
Review Board to conduct secondary data analyses on these datasets.

Measures

The daily aggregate betting database provided by bwin includes information necessary to
create variables measuring betting behavior. These include days from first to last bet within
the 18 month time period of the study {i.e., duration), percents of days on which a bet was
placed within that duration (i.e., frequency), number of bets placed per day (i.e,, bets/day),
average bet size (ie., stakesbet), stakes wagered (i.c., total wagered), stakes wagered
minus winnings (i.c., net loss), and net loss divided by amount wagered (ie., % loss). The
database also provides information about demographics and types of games played. In this
paper, we focus on two forms of sports gambling—fixed-odds, and five-action-—as well as
betting on poker and other games (c.g., casino, lottery). Fixed-odds betting refers to the
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more familiar type of sports wager in which players bet on the outcome of future athletic
events, Live-action bets can be placed in real time on propositions posed by bwin while the
sporting cvent is in progress (e.g., who will score the next goal). Fixed-odds bets are
relatively slow-cycling betting propositions, The bets can be made well in advance of the
event and the outcome of bets made just before the event begins may not be known for
hours. Live-action sports betting provides many relatively guick-paced betting proposi-
tions, For both types of bets the players accept the payoff offered at the time of the bet. The
other games available at bwin include casino games, supertoto, soft games, lottery, flash
casino, and poker.

Analysis Plan

We first aggregated daily betting behavior and derived measures for self-limiting sub-
scribers before and after they first imposed limits. Because the time periods of pre-limit
and post-limit betting varied for each sclf-limiting subscriber and were not directly
comparable to the betting time periods of subscribers who did not utilize self-limits, we
focused our analysis on betting behaviors that were averages (e.g., bets/day) or proportions
(e.g., % loss) rather than sums (e.g., total number of bets), We also created variables that
controlled for duration, as we describe in more detail later,

We conducted descriptive analyses of the characteristics of self-limiting subscribers
compared (o the rest of the sample, as well as the limits they imposed. Next, we compared
the pre-limit behavior of self-litniting subscribers to the rest of the sample. We then
examined the change in the betting behavior of self-limiters after they imposed limits. We
conducted all of these analyses separately for participants’ live-action and fixed-odds
betting, as well as their betling on poker and other games (i.e., casino, supertoto, soft-
games, lottery, and flash games combined). We also conducted analyses examining the
change in betting behavior of self-limiting subscribers by their preferred game, defined as
the game on which they wagered the most money. Subscribers who did not have pre-limit
data for a given game were excluded from comparisons to the rest of the sample. Sub-
scribers who did not have both pre-limit and post-limil data for a given game were
excluded from pre-post analyses. To adjust for the number of comparisons (i.e., approx-
imately 60 primary comparisons), we utilized a Bonferroni correction resulting in an alpha
level for each test of p == 0009, which we rounded to p < .001, to obtain a study-wide
alpha level of p < .05,

Results

Five hundred and sixty-seven subscribers to bwin (1.2% of the final sample) chose to
impose self-limits between November Ist, 2005 and March 31st, 2006, Self-Hmits, which
subscribers imposed on the amount they were allowed to deposit within a 30 day period,
ranged from €9.27 to €4,177.55. Approximately seven percent (7.1%) of self-limiters (SLs)
placed limits on their accounts prior to engaging in any betting, and 10.6% ceased all
betting after imposing self-limits.

Four hundred and ninety-eight (87.8%) of SLs made no further changes to their self-
imposed limits during the course of the study (i.e., by the beginning of September, 2006).
Fifty-two SLs (9.2%) changed their self-limit once, 6 (1.1%) changed their limits twice,
and 11 (1.9%) changed their limits three or more times. SLs who changed their limits only
once tended to decrease the amount they were allowed to deposit (41 of 52, 78.8%); those
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who changed their limit more than once tended to fluctuate (16 of 17 fluctuated; the other
increascd steadily). “

Self-Limiter Demographics

SLs came from 20 different countries; the five most prevalent countries of residence were
Germany (61.2%), Turkey {7.2%), Poland (6.5%), France (6.3%), and Spain (3.4%). These
were also the five most prevalent countries of residence in the rest of the sample (i.e.,
non-SLs). Compared to non-SLs, Sls were slightly younger (M = 29.3, compared to
M = 304, [47132] = 2.53, p < .05), aud slightly more likely to be male, (95.9% com-
pared to 91.7%, ¥*[1] = 13.30, p <.0D), though these findings did not reach significance
at p < 001,

Self-Limiter Game Choices

All but five SLs placed fixed-odds bets (99.1%); this proportion was only slightly higher
than that of non-SLS (96.0%, xz[l] = 14.1, p < .001). However, 81,7% of SLs placed
live-action bets, compared to only 65.8% of other subscribers, zz(l) = 63.0, p < .001.
More than 30% (31.4%) of SLs played other games online at bwin, compared to 25.6% of
other subscribers, x*(1) = 9.7, p < .01. Figure 1 iliustrates the pattern of games played by
SLs and non-SLs. On average, SLs played 2.5 types of games (including fixed-odds and
live-action betting), comparcd to an average of 2.1 games for non-SLs, #(47132) = 9.57,
p < .001.

Self-Limiter Pre-Limit Gambling Behavior
Five hundred and twenty-seven SLs (92.9%;) placed bets prior to imposing limits on their

play. The average duration from first bet to self-imposition of limits for these 527 was
213 days (median = 247 days). For comparison, the study duration was 549-577 days,
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Fig. | Game choice of 8Ls and non-Sls. SL = self-limiter; non-SL = non-self-limiter (i.c., rest of the
sample)
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depending on date of enrollment, and the average duration from first to last bet in the entire
sample was 299 days (median = 350 days).

We first compared SLs” behavior to that of non-SLs for all sports gambling, and then
compared their behavior to that of non-SLs for fixed-odds and live-action betting sepa-
rately. We also compared SL’s and non-SL's behavior for poker and for other games (i.c.,
casino, softgames, supertoto, flash, and lottery).

For combined betting on both fixed-odds and live-action propositions, prior to imposing
self-limits, SLs bet on more days within their interval of belting and placed more bets per
day than non-SLs. However, they wagered less money per bet. Their total wagered and net
loss were not significantly different from non-SLs (M = 322498 vs. M = 272481,
145960} = 0.94, p > 05, and M = 36298 vs. M = 253.78, 1[45960] = 2.15, p > .01,
respectively), even though they did not have the full range of possible betting days
afforded the rest of the sample (i.e., their duration could only entail the time from regis-
tration to limit-setting, whereas non-SLs’ duration entailed the time from registration until
either account close or the end of the study), To correct for this, we created two variables,
net loss divided by duration and amount wagered divided by duration, On these variables,
SLs and non-SLs did not differ significantly. Finally, SLs’ % loss was similar to that of
non-SLs. Table | summarizes these findings.

Separate comparisons of fixed-odds and live-action betting revealed similar patterns.
Almost everyone placed fixed-odds bets (SLs = 98.7%; non-SLs = 96.0%) and fixed-odds
betting mirrared the pattern of significant differences observed for total sports wagering;
SLs bet more frequently and made more but smaller bets per day than non-SLs. Prior to
placing their limits, live-action betting was more popular among SLs (75.3%) than non-
SLs (65.8%), ;52(!) = 21,2, p < .001. For live-action betting, SLs also placed more bets
per day but wagered less money per bet than non-SLs. However, the live-action frequency
did not differ significantly between SLs and non-SLs (see Table 1).

SLs who played poker prior to placing limits (5% of SLs) did not differ significantly on
any of the available poker variables from non-SLs who played poker (8% of non-SLs). The
22% of SLs (prior to placing limits) and 22% of non-SL.s who played other games (ie.,
casino, supertoto, flash, lottery, and/or softgames) did not differ significantly on any
variables related to those other games excepl the amount wagered per bet. Non-SLs
wagered more per bet on other games than SLs (see Table n.!

Though the comparisons between SLs and non-SLs detected statistically rehablc
differences, the effect sizes, presented in Table |, indicate that all of these differences were
small,

Self-Limiter Post-Limit Gambling Behavior
Five hundred and seven SLs (89.4%) continued to bet after imposing limits on their play.

We first compared SLs’ post-limit behavior to their pre-limit behavior for combined sports
gambling, and then compared their bebavior for fixed-odds and live-action betting, as well

! Previous analysis of this sample (LaBrie et al, 2007) empirically established that the top 1% of the sample
on certain variables exhibited behavior that was extreme compared to the rest of the sample. Based on that
finding, we repeated the comparisons between SLs and non-SLs presented in Table 1 excluding non-SLs
whose bets per day, stakes per bet, total wagered, oc net loss placed them in the top 19 of the sample.
{Frequency and % loss did not exhibit the same discontinuous distribution.) This resuited in 1,410 non-SLs
being excluded. These comparisons revealed a pattern of differences identical to the pattern presented in the
Table with the following exception: for Hive-gction betting and betting on nther games, euros per bet were no
longer sipnificanty different between SLs and non-SLs.

@ Springer



sie

1aund:

Table 1 Gambling behavior of SLs before imposing limits, compared to the rest of the sample

Variable All sports betting M{SD) Fixed-cdds betiing M{(SD) Live-action beming M(SD) Poker® M(ST)) Cnher games A(SD)
SL Non-SL ” SL. Non-SL 2 SL Non-SL 2 SL Non-SL  o* SL Non-SL 'S
pre-limit (2 = 45439) pre-timit  {n = 44,705% pre-limit  (n = 30,626} pre-timit (n = 3,703} pre-limit {n = 10,657)
{n = 522} {n = 520) (n =397 (n = 303 {n =121}
Frequency 33.42% 28.05% 0.0004 32.62% 26.60" 0.0004 3432 33.04 <0000 ~ - - 4326 42.55 <0.0000
{29.723 {29.89) (30.2%) {2932y {34.38) {37.57y 41.20) 41.71)
Bets/day 6.72% 4.96% 6.0010 4.69* 3.70% 3.0004 5.45% 3.97% 0.0008 ~ - - 1993 20.04 <0.0000
(6.74) {5.00) (8.21} 4013 {5.44) {410y {19.06} {17.08)
Stakes/bet 6.57% 12.00% 00025 6.15* 11.46* 0.0027 773> 11.05= 0.0006 -~ - - 14.01* 31.44% 0.0016
{Enros) (1112 {30.08% {1051} {30.85) {15.283 {24.82) {41.6T {17114
Wagered/ 16.90 16.06 <C.0000 7.00 830 0.0002 17.40 16.55 <0000 2350 41.50 0.0025 159.29 17283 <0000
duration  (55.81) G318 (14.863 {35.67} {59.293 {81.05) {26.58) (20161} {1093.40) (1184233
Netloss/ 3.00 3.75 00001 2.0% 3.07 o001 1.71 233 00008 782 7.56 <0000 7.02 11.69 0.0002
duration  {9.93) {24.77) {8.393 {2319} {7.003 (20.24) {15.77y (8850 136.84) (62.79)
% Loss 0.25 0.29 0.0001 0.28 0.31 <0.0000 0.19 0.23 0.0001 0.30 0.26 0.0002 0.20 020 <0.0000
{0.37y {0.49) {0.4%) {0.55} {0,437 {0.59} {0.203 {0.60) (0.28}% {0453

Note: SL = self-limiter; non-SL = rest of the sample. Frequency = percent of days within interval from first to last bet {or first bet to limit irnpositon for pre-limit behavior
of SLs) on which a bet was placed; Wagered = toal amount wagered; Net loss = sum of wagers minus sum of winnings: % Loss = net loss/amount wagered; Dura-
tion == interval from first 1o last bet. Bonferroni correction resulted in an alpha criterion of 001 for significance

* Significant difference between SLs and non-SLs, p < 001
* Information for poker limited o aggregate wager and winning amounts
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as poker and other games separately. Finally, we considered SLs’ pre- and post-limit
betting behavior on their preferred game, defined as the game on which they wagered the
most money prior to imposing limits.

Generally, SLs' behavior after imposing self-limits moved in the direction of fewer bets
and less money bet. As Table 2 shows, overall, SLs significantly reduced their number of
sports bets per day after imposing self-limits. Amount wagered on sports bets, controlling
for duration, also decreased. Frequency of betting days, amount wagered per bet, net loss,
and % loss did not change for overall sports betting.

Table 2 also summarizes separate compatrisons of fixed-odds and live-action betting, as
well as poker and other games. Fixed-odds betting demonstrated a similar pattern of
change to that found for overall sports betting. For fixed-odds betting, SLs reduced the
frequency of days on which they bet, placed fewer bets per day, and reduced their total
amount wagered, controlling for duration, after imposing limits. For live-action betting,
poker, and other games, SLs who continued to play did not significantly change their
behavior after imposing limits; this might be due, particularly for poker and other games, to
the limited number of cases in these subsamples.

As measured by the amount they wagered on each game, the majority of SLs preferred
fixed-odds (64.1%) or live-action (22.4%) betting prior to imposing limits. Less than 2%
(1.9%) preferred poker, and 9.9% preferred other games. Analysis of post-limit changes in
betting behavior by preferred game did not reveal any unique trends. SLs significantly
reduced the number of bets they placed per day on their preferred game after imposing
limits. Their frequency of betting, and the overall amount they wagered also decreased, but
these decreases did not reach significance (001 < p < .01). SLs did not alter the size of
their bets and their net loss and % loss did not change (see Table 3).

Self-Limiter Post-Limit Strategies: Abstinence vs. Harm Reduction

Soimne differences between fixed-odds, live-action, and other forms of betting behavior
before and after self-limits possibly reflect different player strategies to stop or limit play
on these different types of betting. The previous analyses examined behavior only from
individuals who continued to engage in each type of betting after imposing limits. To
address this issue, we compared the propottion of SLs who initiated and ceased different
types of betting before and after imposing limits (see Fig. 2), and also investigated whether
SLs’ preferred game changed after imposing limits (see Table 4),

SLs’ likelihood to stop betting on a given game after imposing limits differed signifi-
cantly by game (x%(3) = 22.2, p < .001). More SLs stopped placing bets on live-action
after imposing limits (20.9%) than stopped placing bets on fixed-odds (13.8%). SLs who
played poker or other games were even more likely to stop play on those games after
imposing limits—23.3% and 31.4%, respectively. Figure 2 displays pre- and post-limit
play for fixed-odds, live-action, poker, and other games. The percentages in the figure
differ from percentages presented above because the percentages presented above consider
all SLs who played a given game prior to imposing limits, whereas the percentages in the
figure reflect all SLs who played a given game cither before or after imposing limits,

Analyses by preferred game revealed that the majority of players continued to prefer the
same game after imposing limits, but that the proportion who stopped betting or switched
their preferred game differed by type of game (}(16) = 542.6, p < .001). Three quarters
of SLs who initially preferred fixed-odds betting continued to prefer fixed-odds after
imposing limits, and 11% stopped betting, However, only 64% of preferred live-action
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Table 2 Gambling behavior of SLs before and after imposing Timits

Variable All sports betting M(SD) Fixed-odds betting M{(SD}

Live-action betting M(SD)

Poker® M(SD) [n = 23]

Other games M(SD) [n = 85]

[n = 461] [n == 448] [n = 314]
SL SL 7t SL SL e SL SL post- ot SL SL T SL SL 7
pre-limit  post-limit pre-limit  post-limit pre-limit  limit pre-limit post- pre-limit  post-fimit
limit
Frequency 3245 28.88 0.0100 31.85* 25.19* 00340 33.79 3226 D000 - - - 39.42 2932 0.0330
(29205 (255%) (29.80)  (23.85) (33.66; (33413 (39.11  (34.23)
Bets/day 6.88* 5.88* 0.0350 4.82* 3.91% 0.0500 581 4.98 0.0300 -~ - - 19.33 13.73 0.0870
(6.84) ©.87) (5.39) @.57) (5.64) (6.24) ' {17.50)  {11.63)
Stakesbet  6.54 741 00080 598 6.34 0.0020 8.18 892 0.0030 - - 13.53 12.38 0.0010
(Euros) (1135 (13.29) (10.5%y (1036 (1651 (1645 3057y (31.06)
Wagered/  17.77* 12.63* 0.0100 7.10* 4.31% 0.0340 20.3% 15.39 0.0060 21.12 21.50 <0.0000 76,02 64.19 0.0030
duration  (59.03)  {3371) {15.44) (851 (66.18) (43.23) (25.75)  (30.78) (18L.27) (227.00)
Netloss/ 3.02 2.56 0.0010 2.04 1.18 0.0070 217 3.65 40050 4.02 2.37 C.0880 3.66 3.86 <0.0000
duration  (10.24)  (8.98) (8.80) {5.13) (7.38) (20.29) (5.54) (3.60) {8.62) (12.84)
% Loss 0.23 0.25 <0.0000 0.26 0.26 <0000 0.19 0.23 0.0050 0.26 0.18 0.1680 0.14 0.22 0.05%0
(0.36) {0.49) 047y (0.57) {0.40}% {0.45) {0.28) 0.21) {0.23) (0.27)

Note; SL. = self-limiter; non-SL == rest of the sample. Frequency = percent of days within interval from first Lo last bet {or first bet to Hrnit imposition for pre-limit behavior
of SLs) on which a bet was placed; Wagered = total amount wagered; Net loss = sum of wagers minus sum of winnings; % Loss = net loss/amount wagered; Dura-
tion = interval from first 10 last bet. Bonferroni correction resulted in an alpha criterion of .001 for significance

* Significant difference between pre-limit and post-limit, p < 001
? Information for poker limited 10 aggregate wager and winning amounts

prig jquieD) [

¥0¢



205

1 Gambi Stud

Table 3 Gambling behavior of SLs on preferred game before and after imposing timits. [M(SD)] |

2

Variable SL pre-limit SL post-limit n

Frequency (N = 441) 32.52 (30.08) 27.80 (26.30) 0.0160
Bets/day (N = 441) 7.79 (9.42)* 6.28 (7.91)* 0.0460
Stakes/bet (Buros) (N = 441) 9.20 (19.01) 9.48 (20.16) <0.0000
Wagered/duration (N = 452) 29,34 (97.79) 18.64 (61.89) 00170
Net lossiduration (N = 452} 3.31 {1047) 3.23 (17.25) <0.0000
% Loss {N = 432) 0.22 (0.35) 0.21 (0.52) <0.0000

Note: SL == self-limiter; non-S8L. == rest of the sample. Frequency = percent of days within interval from
first to Jast bet {or first bet to fimit imposition for pre-limit behavior of SLs} on which a bet was placed;
Wagered == total amount wagered; Net loss == sum of wagers minus sum of winnings: % 1.oss == net foss/
amount wagered; Duration = interval from first to last bet. A"s differ for each analysis because three
variables were not available for SLs who preferred poker, Bonferroni correction resulted in an alpha
criterion of 001 for significance

* p < 001

90%

M Fixed Odds Bettors (n=582) N Live Action Bettors (n=463)
B80% 11 1 poker Bottors (n=52} {1 Other Game Bottors {n=157) ""

70%

60%

50%

40%

Percent

30%

20%

10%

0% =

Play prior to but not after No play prior to but play Play both befors and after
fimit after imit Hmit

Fig. 2 Play patterns of seif-limiters before and after imposing timits, The y-axis refers to percent of SLs
playing the given game who fell into the given category on the x-axis

bettors continued to prefer live-action after imposing limits—21% switched to fixed-odds,
and 13% stopped betting, See Table 4,

Discussion

Previous research with this sample of bwin subscribers has shown that, as a whole, the
sample demonstrates relatively moderate betting behavior, as demonstrated by frequency
of betting (i.e., less than half of available days and fewer than 4 bets per betting day) and
amount bet (i.e., <5 Euros per bet) (LaBrie et al. 2007a). The current study focused on a
sub-sample who likely experienced or were at-risk for gambling problems: subscribers wha
placed limits on the amount they could deposit into their bwin betting account. Analyses of
these subscribers’ betting behavior before and after they placed self-limits confirmed our
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Table 4 Preferred games of SLs before and after imposing self-limits

Preferred game prior  Preferred game after self-limit
to self-fimit

None {no bets placed)  Fixed-odds  Live-action  Poker Other games
None (no bets placed) 0 (0.0%) 24 (60.0%) 13 (32.5%) 0(0.0%) 3 (7.5%)
Fixed-odds 37 (10.9%) 182 (74.6%) 37 (109%) 2{0.6%) 10 (30%)
Live-action 16 (12.6%) 27 (21.3%) 81 (63.8%) 2 (1.6%) 1(0.8%)
Poker 0 {0.0%) 1(10.0%y  0(0.0%) 8 (80.0%) 1 (10.0%)
Other games 6(11.5%) 8 (154%)  6{115%) 6 (11.5%) 26 (50.0%)
Note: SL = self-liniter, Preferred game = game on which most money wagered. Percentages use number

of SLs who played a given game prior to imposing self-limits as the denominator. Bold numbers indicate
SLs who maintained stable preferences from pre- to post-limit

hypotheses that their betting behavior was meaningfully different from that of other sub-
scribers who did not place limits on their account deposits; these results also confirmed that
SLs altered that behavior after imposing limits. In addition, these analyses allowed us to
determine what types of behaviors might be markers of risk for gambling problems and
whether SLs” game preferences differed from the rest of the sample.

Activity vs, Expenditure

The overall pattern that emerged across analyses was that SLs were more active bettors
than the rest of the sample across a variety of measures. They placed less money at stake
per bet and did not lose a greater percent of their wagers than the rest of the sample, but
they were more likely to bet on live-action in addition to fixed-odds propositions and more
likely to play other garaes at Awisn. In addition, they placed more bets, and they bet on more
of the days during which their account was active, though these differences were small,
These findings indicate that involvement, as measured by the time spent engaging in
gambling behaviors might be as important a poteatial indicator of gambling problems as
money wagered or lost. Indeed, previous research has shown that gambling expenditure
and frequency are strong independent predictors of gambling problems (Currie et al, 2006).
Inclusion of time spent engaging in gambling as another criterion for diagnosis of disor-
dered gambling could help clinicians and public health practitioners to identify a wider
range of disordered gamblers in need of treatment services. People who exhibit disordered
gambling because of time spent gambling and not due to money lost or wagered might
represent a subtype of disordered gamblers with unique treatment needs. As with other
expressions of addiction (e.g., substance use disorders), disordered gambling supplants
other previously valued and important activities and relationships (e.g., time with family,
work, hobbies, etc.} with gambling activity, Thus, over-invalvement in gambling activities
might have as much potential to destroy these refationships as money lost from gambling.

Game Type

As noted above, SLs were more likely to engage in live-action betting than the rest of the
sample, Live-action beuting is rapid-cycling and provides nearly immediate results. This
type of betting might be riskier for some subscribers because of these characteristics, which
allow for continued play without much reflection. In contrast to fixed-odds betting, SLs
who continued to play live-action after imposing limits did not significantly alter their
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betting behavior. However, it is notable that SLs who played both games were more likely
to cease live-action play after imposing their limits than to cease fixed-odds play, sug-
gesting that players considered live-action play more perilous.

SLs and non-SLs who played other games, a small proportion of the total sample, did
not differ in their betting behavior on those games, and $Ls did not significantly alter their
betting on those games after imposing limits. However, SLs were more likely than non-SLs
to play these other games, again indicating level of involvement (i.e., number of types of
games played) as a possible risk marker for gambling problems.

SLg’ preferred game type tended to remain consistent before and after they placed self-
limits, However, SLs who initially preferred live-action or betting on other games were
more likely to either stop gambling or switch their preference to fixed-odds than other SLs.
This might indicate that these SLs recognized that these games were more risky for.them
than fixed-odds betting.

Self-Limits as a Seif-Help Tool?

Like land-based casino self-limit and self-exclusion programs, bwin’s self-limit option
allows subscribers to seek help in controlling their gambling behavior by establishing
external controls, Research about the cffectiveness of self-exclusion programs is limited
but promising (see Ladouceur et al. 2007), and research about self-limit programs, online
or otherwise, is non-existent,

A limited number of bwin subscribers (approximately 1.2%) participated in the seif-
limit program. To date, we cannot determine whether this is because of the nature of the
program provided by bwin, general hesitancy to self-limit oniine gambling behavior, the
ahsence of need, or other reasons. Future research ought io investigate the accessibility of
self-limit programs, as well as gamblers’ impressions of these programs.

The current study found that subscribers whe imposed seif-limits did reduce some of
their gambling behaviors after imposing those limits, and did so in a way that shifted their
behavior toward that of the rest of the sample. Primarily, SLs reduced their frequency of
play, both the number of days on which they placed bets and the number of bets they
placed per betting day. The amount they wagered per bet did not change significantly,
though they did reduce the total amount they wagered. These behavioral changes again
highlight the importance of activity level, not just money bet or lost, as a risk for gambling
problems and as a target for change.

More than {0% of the sample ceased all betting on bwin after imposing limits, It is
possible that for this group, the very act of using bwin’s self-limit feature influenced them
to reconsider their gambling behavior, -

Limitations

A strength of the current study is the access it provides to the real-time betting transactions
of a large cohort of online gamblers. However, because the study includes only behavioral
measures and no self-report measures, we do not know how satisfied subscribers were with
the self-limit program, which behaviors they believed were problematic, and how their
expenditure refated to their income,

Another caveat is that, though self-limiting subscribers are likely to have experienced
gambling problems, they might not be representative of all subscribers with problems,
Only a small minority of people with a gambling preblem will actively seek help for that
problem (Slutske 2006). Thus, we are limited in the conclusions we can draw about the
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online gambling behavior of people with gambling problems who do not seek help,
Similarly, some self-limiting subscribers might not be experiencing problems but instead
be using the self-limit option to avoid poteatial problems. This is especially likely for the
7% of self-limiters we found who placed limits prior to engaging in any betting activity,

These analyses included only subscribers’ bwin betting activity. It is possible that SLs
began or increased betting on other sites after imposing Hmits on their bwin betting, In
particular, the 10.6% who ccased all bwin betting might have switched their activity to
another site. However, bwin sclf-limits can be changed, so it is unlikely that subscribers
participated in betting on other sites just to avoid their limits.

Finally, bwin is primarily a sports betting site; consequently, these analyses mainly
focused on sports bettors, The gambling behaviors and effects of a self-limit program on
those behaviors might be very different for Internet gamblers who focus on other games,
such as casino games or poker. Future research will be necessary to clarify this issue.

Implications

If the history of Internet commerce and casinos are indicators, Internet gambling wilkgrow
exponentially during the next decades. Responsible gambling programs, similar to those
now implemented by almost all casinos, likely will accompany that growth. bwin's self-
limit program is one of the first of its kind and, as the findings from this study show, might
be a promising option for subscribers experiencing or at-risk for gambling problems. This
type of program appears to help subscribers reduce their betting activity (i.e., frequency of
betting, bets per day, and tetal wagered) and in soime cases possibly cease their gambling
behavior, More studies of this kind are necessary both to examine the effect of responsible
gaming efforts on Internet gambling and to continue to assess the effect of casino self-
exclusion and self-limit programs on patrons’ behavior.

In addition, the analyses from this study reveal that individuals who believe that they are
having problems with gambling (i.e., those who imposed self-limits) exhibit higher activity
levels, but not necessarily higher expenditures than other bettors, This implies that, in
considering risk, researchers and clinicians might need to pay at least as much attention to
time spent gambling in relation to other activities as to money spent or Jost.

Acknowledgments bwin, Interactive Entertainment, AG provided primary support for this study. The
authors extend special thanks to Christine Reilly, Christine Thurmond, and Ziming Xuan for their support
and work oo this project. Dr. Nefson had full access to all of the data in the study and takes responsibility for
éts integrity and the accuracy of the data analysis. None of these supporters or any of the anthors has
personal interests in bwin and its associated companies that would suggest a conflict of interest,

Refercences

American Gaming Association. (2003). Responsible gaming rufes of conduct. Retriaved September ist,
2007, from http://www.americangaming.orgfprogramsiresponsiblegaming/code_public.cfm. :
American Gaming Association, {2006). 2006 Siate of the states: The AGA survey of casine entertainment.

Washington D.C.: American Gaming Association.

Currie, 8. R., Hodgins, D. C., Wang, J., el-Guebaly, N,, Wynne, H., & Chen, $, (2006}, Risk of harm among
gamblers in the general population as a function of fevel of participation in gambling activities.
Addiciion (Abingdon, England), 101, 570-~580. doi:10.1111/].1360-0443.2006.01392 x.

Griffiths, M. D. (2001). Internet gambling: Preliminary results of the first UK. prevalence study. eGam-
bling: The Electronic Journal of Gambling Issues Retrieved June 3, 2004, from hitpufwww.camh,
net/egamblingfissucSreseareh/griffiths_article. himt,

@ Springer



209

] Gambl Stud

Griffiths, M. D. (2003). Internet gambling: Issues, conceris, and recommendations, Cyberpsychology &
Rehavior, 6(6), 557-568. doi:10.1089/109493103322725333,

Ialomiteanu, A., & Adlaf, E. M. (2002). Internet gambling among Ontario adults. eGambling: The Elec-
tronie  Jowrnal of Gambling Issues Retieved lune 3, 2004, from hup//www.camh.netf
cgamhlingfissueSiresearchfialomitcanu_adlaf_article.himl.

LaBrie, R. A., LaPlante, D. A., Nelson, S. E., Schumann, A., & Shaffer, H. 1. (2007a). Assessing the playing
field: A prospective longitudinal study of internet sports gambling behavior, Journal of Gambling
Studies, 233, 347-362. doi:10.1007/510899-007-9067-3.

LaBrie, R. A, Nelson, 8. E., LaPlante, D. A, Peller, A. 1, Caro, G., & Shaffer, H. J. (2007b). Missouri
casino self-excluders: Distributions across time and space. Jowrnal of Gambling Swdies, 23(2), 231~
243, doi:10.1007/s10899-0106-9037-1.

LaBrie, R, A., Shaffer, H. J., LaPlante, D. A., & Wechsler, H. (2003). Correlates of college student gambling
in the United States. Journaf of American College Health, 52(2), 53-62.

Ladd, G. T., & Petry, N. M, (2002). Disordered gambling among university-based medical and dental
patients: A focus on Internet gambling. Psychology af Addictive Behaviors, 16(1), 76-79. doi:
10.1037/0893- 164X, 16.1.76.

Ladouceur, R., Jacques, C., Giroux, 1., Ferland, ., & Leblond, J. {(2000), Analysis of a casino's seif-
exclusion program. Journal of Gambling Studies, 16(4), 453-460. doi:10.1023/A:1009488308348.

Ladouceur, R., Sylvain, C., & Gosselin, P. {2007). Seif-exciusion program: A longitudinal evaluation study.
Journal of Gambling Studies, 23, 85-94. doi:10.1007/510899-006-9032-6.

LaPlante, D. A., Schumann, A., LaBrie, R. A., & Shaffer, H. 1. (2008). Population trends in internet sports
gambling. Computers in Human Sehavior, 24, 2199-2414.

Lesieur, H. R, & Blume, §. B. (1987). The South Oaks Gambling Screen (SOGS): A new instrument for the
identification of pathological gamblers. The American Journal of Psychiarry, 144(9), 1184-1188.

Meerkerk, G.-I., Van Den Eijnden, R. J. ¥. M., & Garretsen, H. F. L. (2006}, Predicting compulsive Internet
use: 10's all about sex), Cyberpsychology & Behavior, 9(1), 95-103. doi:H).1089/cpb.2006.9.95.

Napolitano, F. (2003), The self-exclusion program: Legal and clinical considerations, Journal of Gambling
Studies, 19(3), 303-315. doi:10.1023/A: 1024259521729, ;

No More Gambling. (2005). The daugers of online gambling. Retrieved August 16, 2007, from
htpi/fwww nomorcbets.com/online-gambling hunl,

Nowatzki, N. R, & Williams, R, I. (2002). Casino self-exclusion programmes: A review of the issues.
International Gambling Studies, 2, 3~25. doit10, 1080/ 144597902087 32297,

Nower, L. M., & Blaszczynski, A, P. (2006). Characteristics and gender differences among self-excluded
casino problem gamblers: Missouri data. Journaf of Gambling Studies, 22(1), 81-99. doiz10.100%/
s10899-005-9004-2,

Petry, N, M. (2006), Internet gambling: An emerging concem in family practice medicine? Family Practice,
23, 421--426. doi:10.109¥/fampra/emitns,

Petry, N. M., & Mallya, §. (2004). Gambling participation and problems among emplayees at a university
nealth center. Journal of Gambling Studies, 20(2), 155-170. doi:10.1023/B:JOGS.0000022307.
09299.15.

Richtel, M., (2004, March 26). Trade group says U.S. ban on Net gambling violates global law. New York
Times,

Stutske, W. S, (2006), Natural recovery and treatment-secking in pathological gambling: Results of two U.S.
national surveys. The American Jownal of Psychiatry, 163(2), 297-302. doi:10.1176/appiajp.
163.2.297,

Smeaton, M., & Griffiths, M, D, (2004). Internet gambling and social responsibility: An exploratory study.
Cyberpsychology & Behavior, 7(1), 49~57, doi:10,1089/109493 1043228201 10.

Welte, . W., Barnes, G. M., Wicczorek, W. F,, Tidwell, M.-C., & Packer, J. (2002). Garabling participation
in the U.8.—Results from a national survey. Journal of Gambling Studies, 18(3), 313-337. doi:
{01023/A102101991559 1.

Woodruff, C,, & Gregory, S. (2005), Profile of Internet gamblers: Betling on the future. UNLY Gaming
Research & Review Journal, 9(1), 1-14,

@ Springer



210

JOURNAL OF AMERICAN COLLEGE HEALTH, YOL. 58, NO. &

Comparisons of Gambling and Alcohol Use
Among College Students and Noncollege Young
People in the United States

Grace M. Barnes, PhD; John W. Welte, PhD; Joseph H. Hoffman, MA;
Marie-Cecile O. Tidwell, PhD

Abstract. Objective: Gambling and alcohol use were compared
for college and noncoliege young aduits in the US population.
Participants: Participants were 1,000 respondents aged 18 to 21.
Methods; Data were analyzed from a representative household sam-
ple of IS young people aged 14 to 21 years old. Telephone inter-
views were conducted between August 2005 and JTanuary 2007,
Results: After wking Into account gender, age, race/ethnicity, and
socioeconotmic status, college student status did not predict gam-
bling, frequent gambling, or problem gambling, In conirast, being a
college student was associated with higher levels of alcohol use and
problem drinking. Being male was the strongest predictor of both
problem gambling and problem drinking. Blacks were less likely
than whites to drink heavily; yet they were more likely than whites
to gamble heavily. Conclusion: Young males should be targeted for
preveation and intervention efforts for both problem gambling and
problem drinking regardiess of coliege student status.

Keywords: alcohol, college students, gambling, US population,
young adults

he serious public health concern about binge drink-

ing among college students has received widespread

attention, spotlighted by federal task force initiatives
to address the culture of drinking on college campuses.’ In
addition, alcohol misuse is comrelated with other addictive
behaviors, in particular problem gambling; that is, these be-
haviors co-occur in the same individuals.? However, much
less research has been addressed to the issuc of gambling
among college students than alcohol use, Furthermore, it is
not clear from college surveys if there are factors unique to
the college culture contributing to heavy drinking and gam-
bling or whether the patterns of alcohol misuse and probiem
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gambling are characteristic of young adulthood more gener-
ally regardless of college status, There have been no large
representative surveys of gambling among college students
as compared with their same-aged counterparts in the general
population. In addition, there have been no US surveys com-
paring the patterns of alcohol use and misuse with the patterns
of gamblng and problem gambling for US college students
and the same-aged noncollege young adults. The present in-
vestigation will address this tack of comparative information
on the prevalence of gambling and alcohol use among coliege
students and similarly aged peers in the US population.

Alcohol Use Among College Students

In a representative sample of four-year colieges in the
United States;, Wechsler and Nelson® reported that 2 in §
college students (449) were binge drinkers (also called heavy
episodic drinkers), defined as consuming at least 5 drinks in
a row for men or 4 drinks in a row for women during the
2 weeks prior to the survey. The National Survey on Drug
Use and Health (NSDUH), a large annual household survey
of persons 12 and older in the United States, showed that the
rate of binge drinking (defined as consuming 5 or more drinks
on the same occasion on at least 1 day in the past 30 days)
peaked at the age of 21 with a rate of 49%, then decreased
with advancing age.” Because this household sample also
included college dormitories, a comparison of same-aged
college and noncollege young people was possible. Young
adults aged 18 to 22 enrolled full-time in college were more
likely than their same-aged peers not enrofled full-time to
binge drink {45.4% versus 38.4%).* Similarly, another large
representative household survey of alcohol consumption in
the United States (the National Epidemiologic Survey on
Alcoho! and Related Conditions {NESARC]) showed that
episodic heavy drinking, ie, consuming 5 or more drinks for
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men and 4 or more drinks for women in a single day in
the past year, was higher among full-time college students
{44.3%) than among part-time college students {30.7%) or
noncoliege young adults {37.4%).°

Gambling Ameng College Students

In a US survey of gambling among college students,
LaBrie et al® asked over 10,000 college students, attend-
ing the 119 colleges in the 2001 College Alcohol Study,
questions about their gamhling behavior. Forty-two percent
(42%) of the college students gambled in the fast school year,
but only 2.6% gambled weekly or more often. Other inves-
tigators have carried out gambling surveys within selected
colleges. An early college survey was carried out in 1993 by
Winters and colleagues’ in 2 Minnesota universities, Among
the sample of 1,361, gambling was common with 87% of
the students having gambled once or more often in the past
year and 2% reported gambling at least weekly; 4.4% re-
ported a South Oaks Gambling Screen (SOGS)® score in the
potential pathological range of 3 or 4 problem indicators and
an additional 3% of the participants scored in the probable
pathological range (5+ on the SOGS). On 4 campuses of
the Connecticut State University, Engwall et al® reported that
67% of the students had gambled in their lifetime and 11%
(18% of men and 4% of women) were classified as problem
or pathological gamblers {ie, 34 negative consequences) us~
ing a shortened version of the SOGS.®

Within the college environment, investigators have iden-
tified specific groups of students at high risk for probiem
gambling, Rockey and associates'® surveyed 954 Greek- and
non-Greek-affiliated college students who attended 9 large
state universities in the southeastern United States. In the
total sample, there wete no Statistically significant differ-
ences in the prevalence of gambling and problem gambling
for Greek-affiliated and non-Greek-affiliated students, How-
ever, among males the differences were significant: Greek-
affiliated male students had a rate of 14.8% problem gam-
bling as compared with a 5.4% rate among males who were
not affifiated with Greek organjzations, suggesting the in-
fluence of peer pressure and an enabling environment for
problem behaviors,

Likewise, there has been concern about gambling among
athletes on college campuses, A large national study of gam-
bling among US college athletes (1 = 20,739) was sponsored
by the National Collegiate Athletic Association (NCAA) in
2003 due to concerns about the integrity of intercollegiate
sports.’! This survey showed that 62% of the male athletes
and 43% of the female athletes had gambied in the previ-
ous year; 4.3% of men and 0.4% of women were classified
as problem or pathological gamblers (ie, 3 or more crite-
ria using the American Psychiatric Association’s DSM-1V
classification'?). Although this was a national college sur-
vey, nonathletes in colleges were not surveyed and there-
fore there is no comparison group. In a study of gambling
among student-athletes (7 = 736) and a comparison cohort
of students {# = 1,071) at 4 universities, Weinstock and col-
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feagues' showed that student-athletes reported similar rates
of gambling frequency and disordered gambling as-other
students. These investigators concluded that problems asso-
ciated with gambling are a university-wide issue warranting
improved prevention and intervention efforts on campuses,

Because there have been no large representative US sur-
veys of gambling among college students as compared with
their same-aged counterparts in the general population, it is
not known if patterns of gambling and problem gambling
are different for college students and the same-aged noncol-
legie young adults in the general population. Furthermore, it
is not known if the predictors of gambling and aicohel use
are similar or different in important population subgroups,
ie, gender and racial/ethnic groups. The present investiga-
tion is the first study to our knowledge to address this lack
of comparative information on the prevalence of gambling
and alcohol among coliege and similarly aged peers in the
US population. This study also will take into account im-
portant socioeconomic factors—age, gender, race/ethnicity,
socioeconomic status, and living arrangements-——in compaz-
ing alcoho} and gambling behaviors among young people in
college and not in college.

METHODS

Dota

The present study is an analysis of 18- to 2{-year-olds
from the National Survey of Youth snd Gambling (NSYG).
The NSYG is a nationally representative household sampic
of 2,274 US young people aged 14 to 21 years, living in
the United States. The study was designed to determine the
prevalence of gambling behaviors and gambling probiems as
well as alcohoi and other substance use among youth in the
United States. The study was reviewed and approved by the
Social and Behaviorai Sciences [nstitutional Review Board at
the University at Buffalo, Participants were interviewed be-
tween August 2005 and January 2007 by trained interviewers
using computer-assisted telephone interviewing, The sam-
ple was selected using random-digit-dial telephone sampling
procedures, Interviews were conducied in all 50 states and
the District of Columbia, Subjects were mailed a check for
$25 for their time participating in the study. The response
rate based on compleied interviews divided by completed
interviews plus refusals was 71%. Weighting adjustments
were used 1o align the sample with the age and race distri-
huticns from the US census for 2005, (See Welte ¢t al'* and
Barnes et af® for a detailed description of the sampling and
interviewing procedures.}

The present study consists of 1,000 18- to 21-year-clds.
This represents all of the 18- to 21-year-olds inthe sample ex-
cept for 103 cases who were excluded because they reported
still being in high school. Thus this analysis is comprised
of college studenss, defined as those young people 18 to 21
years old whao were currently enrolfed in two-year or four-
year colleges and universities; and noncolfege students, who
were 18 to 21 year olds not enrolled in two-year or four-year
colieges. The weighted proportion of college students among
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the 18- 1o 21-year-olds in this sample is 58% (578 + 1,000).
The US Census for 2005 shows that the proportion of 18-
10 21-year-olds in degree-granting institutions is 46%.'>!6
Thus college students are well-represented in this household
sample.

Dependent Measures

Gambling

Participants were asked whether or not they had ever gam-
bled for money on each of 15 types of gamhling, for exam-
ple: participated in office pools, rafiles, or charitable small
stakes gambling; played the lottery; gambled for money on
the Internet; played cards for money; bowled or played bas-
ketball, pool, golf, backgammeon, darts, or some other game
of skill—other than cards—for money; played Bingo for
money; and bet on sports events, For cach type of gamhling
ever done, the participant was then asked whether s/he had
gambled on that type in the past 12 months, and if so, the
frequency-—everyday, at least once a week (if so, how many
days per week), at least once a month (if so, how many
days per month), at least once in the past 12 months (if so,
how many days during the past 12 months), These items
were previously developed by the present aunthors for a US
national study of gambling among adults.'” From these gam-
bling behavior items, 2 measures were derived for the present
analyses.

Gambling in the Past Year
‘This was & dichotomous variable defined as gambling at

with other studies' that represents at-risk/problem gambling
and is defined as having 2 or more symptoms on the SOGS-
RA in the past 12 months.

Alcohol Consumption

A drink of alcoho! was defined as a drink of beer, ale,
malt liquor, wine, fortified wine, wine coolers, liquor, and
flavored malt beverages or any other beverage containing
aleohol. Drinkers were defined as thase respondents who
indicated that they had a drink of any beverage containing
alcohol in the past 12 months. A dichotomous measure of
heavy drinking was based on whether or not respondents
inclicated that they drank 5 or more drinks in | day on 12 or
more days in the past year,

Problem Drinking

Respondents who answered that they had had a drink of
any alcoholic beverage more than 5 times in their life were
asked a series of 57 questions taken from the Adolescent Di-
agnostic Interview (ADI), Light*! based on the DSM-IV cri-
teria for aleoho! abuse and dependence.'? OF the 57 questions,
19 questions asked about alvokol abuse symptoms in the past
12 months, including missing school or work more than once
or twice; driving a car or motorcycle while drunk on aleohol;
having sex when drunk on alcohol; having legal problems
because of aicohol; having problems with friends or family;
getting into physical fights; and having frequent arguments
with your parents or other aduits about your aicoho! use. The
remaining 38 items asked about alcohol dependence symp-
toms, including tolerance (needing larger amounts of alcoho!

ieast once in the past year based on the 15 types of gambli
Frequent gambling was a dichotomous measure defined as
gambling 52 or more times in the past year, This level of
gambling is ronghly equivalent to gambling once a week or
more often and permits comparisons with other samples that
have used comparable definitions for frequent/heavy gara-
bling. '8!

Gambling Problems

Participants who indicated that they had gambled more
than 5 times in their life were asked a series of questions
about gambling problems using the South Qaks Gambling
Screen, Revised for Adolescents {SOGS-RAY. This instru-
ment is a modified version of the SOGS (South Oaks Gam-
bling Screen).® The SOGS-RA consists of 12 items that are
related to the DSM criteria for pathological gambling, Ex-
amples of the itcms are going back another day to win back
money you lost {chasing); telling athers you were winning
money when you really weren't winning; having problems
such as arguments with family or friends, or having problems
at school or work caused by gambling; gambling with more
money than you had planned to; and borrowing or stealing
money in order to bet or cover gambling debts in the past 12
months. In the total sample of the 2,274, 14- o 21-year-olds
in the National Survey of Youth and Garobling, the Cronbach
alpha was.74, demonstrating good internal consistency reli-
ability." A dichotomous variable was used to be consistent
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than previously to get drunk), withdrawal (having shakes or
tremors of the hands after stopping or cutting down on drink-
ing), having to use alcohol to relieve or reduce hangover or
withdrawal symptoms, and trying to reduce or control your
alcohol use. Cronbach alpha for the 57-item scale was.92 in
the total NSYG sample. The problem drinking dichotomous
measure was defined as having 3 or more alcohol symptoms
in the past year.

Predictor Measures

Predictor measurcs were college student status and so-
ciodemographic characteristics. College student status was
coded | for those young people 18 and older who were
not in high school or college and 2 for those young peo-
ple 18 and older who were eprolled in two-year or four-
year colleges or universities. Gender was coded 0 for fe-
males, | for males, Age was measured in years (18 to
21). Participants were asked whether they considered them-
selves Spanish, Hispanic, Latino, or Chicano. They were also
asked, “What is your race?” Respanse choices were White
{or White Hispanic); Black or African American (or Black
Hispanic); Asian; American Indian or Alaska Native; and
Mixed/Unknowu. Socieeconomic staius (SES) was based on
the mean of 4 equally weighted factors: mother’s years of ed-
ucation, father’s years of education, mother’s occupational
prestige, and father’s oceupational prestige. Occupational
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prestige was coded from census occupation categories us-
ing the method described by Hauser and Warren,?? Because
we knew from previous studies that a portion of youth are
unable to supply information on their parents” education and
occupation, we asked a series of questions (home ownership,
number of books in the home, receipt of food stamps, etc.}
that were then used as predictor variables to impute edu-
cation or occupatiopal prestige when these variables were
issing. Imputation was performed by the SPSS Missing
Value program, Socioeconomic status was categorized into
thirds for the present analyses. A dichotomous living arrange-
ment variable was derived based on the question, “Are you
currently living on your own or in the home of your parent
or goardian?” The variable, Live fndependently, was coded
0 for those living with parents or guardians and 1 for those
living on their own,

RESULTS
Table t gives the demographic profile of college students
and noncollege students in this US sample, There were no
significant differences in the gender distributions for college
and noncollege students. The remaining demographic factors

were significantly different between college and noncollege
students (see x? statistics in Table 1), As compared with
their noncollege counterparts, college students were some-
what younger; they were more likely to be white as compared
with being classified in a minority group except Asian; col-
lege students were much more likely to be in the highest
SES group. College students were somewhat more likely to
five with parents than their noncollege student counterparts.
These demographic factors were controdled in later multi-
variate analyses.

A compatison of gambling among college students and
noncollege young adults revealed no significant differences
in the overall prevalence rates or in the age- and race/ethnic-
specific prevalence rates. For instance, three quarters (75%)
of college students and 70% of the noncollege young adults
gambled in the past year (x? = 2.8; df = {; p =.10) (Table
2}, However, with regard to frequent gambling (524 times
in the past year), noncollege young people had significantly
higher rates {25%) than college students (18%} (x?=87
df = {; p = .003). These differences were further observed
for females where noncollege females had twice the rate of
frequent gambling (12%) as college females (6%) (x* = 6.3;

TABLE 1. Demographic Profile of College Students and Noncoilege Young Aduits, Aged
18 to 21 Years Old: US Youth and Gambling Survey (N = 1,000}

College students (¥ = 578)

Gender
Female
Male
Not significant
(X = LTsdf = 1)
Age
{819 years
20-21 years
p <01
l=17df = 1)
Race/ethnicity
White, not Hispanic
Black, not Hispanic
Hispanic
Asian
American Indian
Mixed, Unknown
p < .001
(X% = 3341df = 5)
Socioeconomic status
Low third SES
Middle third SES
High third SES
» <001
(xt=112.5df = 2)
Living arcangements
Live with parents
Live independently
p <05
(x% = 5.0, df = 1)

Noncollege young aduits (N =
4223
54% 49%
47% 51%
50% 42%
50% 59%
66% 56%

1% 1%
15% W%

1% 2%

1% 3%

1% 3%
20% 48% “
36% 33%
45% 19%
7% 7%
23% 29%
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{N = 422) Aged 18 to 21 Years Old in the United States

TABLE 2. Gambling, Alcchol Use, Frequent/Heavy Use, and Related Problems {Past Year) for College Students (N = 578) and Noncollege Young Adults

At-nisk/problem

gambling (2+
Drank 5+ drinks on 12 Sympioms on Problem drinking (3+
Gambled Drank alcoho! Gambled 52+ times or more days SOGS-RA) symptoms}
College Noncollege Noncollege Noncotlege Noncollege

Sociodemographic stu- young College Noncollege Coliege Noncoliege  College young College young College young
group {n) dents adults siudents  young adulis students young adults  students adults students adults students adults
Total sample 75% 70% NS 6% [35 18% 25%" 30% 27% NS 6% 9% N§ 27% 19%*~*
Female 67% 62% NS 2% 53%"* 6% 2% 20% 17% NS 2% 5% 21% 2%~
Male 83% 9% NS 30% 0% 31% 38% NS 42% 36% NS 11% 14% NS 35% 26%"
18-19 years 76% 71% NS 70% 56%~~ 18% 24% NS 2% 23% NS 7% 10% NS 27% 1%
20-21 years 3% 69% NS 81% 63%™** 18% 26%" 33% 20% NS 5% 8% NS 21% 20%"
White, not Hispanic  79% 73% NS 82% 2% 17% 23% 37% 33% NS 5% 10% NS 31% 23%"
Black. not Hispanic ~ 67% 67% NS 53% 43% NS 26% 32% NS 11% 13% NS 7% 11% NS 21% 16% NS
Hispanic N% 2% NS 3% 55%° 18% 22% NS 23% 25% NS 2% 8% NS 26% 17% NS

*p =050 2 01 p £ 001
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df = 1; p = .012). There were no significant differences
in rates of frequent gambling for college and noncollege
males (x? = 2.5; df = I; p = .113); indeed both groups of
males had high rates, 31% and 38%, respectively, Older (20-
to 21-year-old) noncollege young people had significantly
more frequent gambling than their college counterparts (26%
versus 18%; x? = 5.7; df = 1; p = .017). White noncollege
young people bad significantly more frequent gambling (52+
times in the past year) than their white college counterparts
(23% versus 17%; x2 = 4.1; df = 1; p = .04), Comparisons
of problem gambling for college and noncollege young adults
revealed only one significant difference—college females
had 2 2% rate of probtem gambling compared with a 5% rate
for females not attending college (x* = 4.5, df == 1; p = .03).

The comparisons of alcohol use for college students and
noncollege young adults are different than the comparisons
for gambling. Noncollege young people had jower overall
rates of drinking alcohol (61%) than their college student
counterparts {76%) {(x* = 22.7; df = 1; p = .000), Non-
college young people were also less likely to be problem
drinkers {19%) than college students {27%} {x = B.6;
df = 1; p = .003). These differences held for both males and
females, However, the rates of heavy drinking (54 drinks
on 12 more days during the past year) were not significantly
different for the 2 groups (x2 = 1.3, df = 1; p = 25).

Because of popular notions that particular forms of
gambling, such as sports betting and Internet gambling,
may be more prevalent for college students as compared
with noncollege young people, Table 3 shows the rank
order for various forms of gambling for college students,
noncollege young adults, and for each gender, In the overall
ranked comparisons, the top 5 types of gambling are the
same for college and noncollege young people. According
to frequency of occurrence, these forms are lottery, card
games, office pools/raffies/charitahle small stakes gambling,
sports betting, and games of skill. Intemet gambling has
the lowest frequency of participation of any of the forms
listed {3% for college students and {% for noncollege young
people). There are striking gender differences in frequency
of participation in various forms of gambling regardless of
college student status, Although males play most forms of
gambling more often than females, some forms of gambling,
such as sports betting and games of skills {eg, bowling,
basketball, pool) are 3 or more times more common araong
males than females, Bingo is the fourth most prevalent form
of gambling for both college and noncollege females.

To address the question as to whether or not college
student status predicts gambling and alcohol behaviors, we
carried out a series of logistic regressions—first with college
student status entered alone and then with college student
status and demographic controls entered together {Table 4).
College student status did not predict overall gambling or
problem gambling in the analysis with college student status
entered alone or when college student status was entered
with all of the demographic controls, When college student
status was entered atone, college students had a significantly
lower odds of frequent gambling, ie, 52+ times in the past
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year; however, once the demographic controls were entered,
college status was no longer significant in predicting frequent
gambling, Thus, being a college student or not did not have
an effect on gambling behavior. Male gender is the variable
with the largest effect on pambling regardless of coflege
student status—with roales having approximately 5 times
the odds of heing a frequent gambler or problem gambler as
females.

The effects of college student status on alcohol use and
problem drinking showed a different pattern fram that of
gambling, College students had 1.9 times the odds of being
a drinker as compared with young people not in college and
college students had a significantly increased odds (1.6) of
being a problem drinker than their noncollege counterparts,
This finding was observed when college student status was
entered alone or when it was considered with alf of the control
variables, Male gender greatly increased the probability of
drinking, heavy drinking, and problem drinking—consistent
with the significant effect of male gender on the increased
probability of gambling, frequent gambling, and problem
gambling. Other demographic factors showed different
relationships to alcohol and gambling variables. Increased
age in this sample of 18 to 21 year olds significantly
predicted increased drinking and heavy drinking but did
not have any effect on gambling behaviors. Being black
decreased the odds of drinking and heavy drinking by 70%,
respectively, yet being black increased the odds of frequent
gambling by 60%. Being Hispanic was not related to either
alcohol or gambling behaviors. Higher socioeconomic status
predicted a somewhat incrcased probability of drinking
and heavy drinking, whereas higher socioeconomic status
lowered the odds of problem gambling. Living indepen-
dently was not related to any gambling variables; on the
other hand, young people who lived independently from
their parents or guardians had 1.7 times the odds of being
a problem drinker as those whoe lived with their parents or
guardians.

COMMENT

There has been widespread public concern over high-risk
addictive behaviors among college students, especially binge
drinking and, to a lesser extent, gambling, Since the 1590s,
there have been federal task forces and numerous college
initiatives to address the concern of college binge drinking;
yet the question remains if rates of problem behaviors sach as
excessive drinking and gambling among college students are
high due to speeific aspects of the college experience—such
as increased freedom from parental supervision and increased
peer influences—or if these problemns are associated with the
age group of young aduithood more generally conceived, re-
gardless of current college status, If these high-risk behaviors
are age related regardless of college status, then prevention
and intervention efforts must necessarily be targeted beyond
the college environment,

This is the first US national study to cur knowledge to
compare both gambling and alcohol use behaviors among
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TABLE 3. Percent Participating in Various Types of Gambling (Past Year} (Listed by Frequency of Occurrence Among College Students): College
Students and Noncollege Young Adults Aged 18 to 21 Years Old in the United States {N = 1,000)

College students

Noncollege young adults

Female

Male

Overall Female Male Overall
Type of gambling {1 = 309 (nt = 269} {n==578) (n == 208) {(n=214) {n =422}
Lottery 1% 45% 43% 45% 49% 471%
Card games 21% 59% 38% 18% 46% 32%
Office pools, raffles, charitable small stakes gambling 3% 45% 38% 16% 38% 27%
Spornts betting 13% I5% 23% 11% 36% 23%
Games of skill—eg, bowling, basketball, pool, goif, backgammon, 11% 31% 20% 7% 36% 22%

darts

Casino gambling 10% 21% 15% 8% 7% 13%
Bingo 16% 0% 13% 14% 16% 15%
Slot machines, poker machines and other gambling machines 10% 11% 10% 6% 13% 10%
Dice games 3% 13% 8% 4% 19% 1%
Pull tabs 6% 10% 8% % 10% 8%
Bet on horses, dogs or other animals 3% 12% 7% 3% 10% 7%
Video keno—eg, Quick Draw or Quick Cash 3% 5% 4% 4% 10% 7%
Trading cards—such as sports cards for the resale of the insert cards 0% 6% 3% 1% 3% 2%
Internet gambling 0% 7% 3% 1% 2% 1%

ajdoay Bunoy efisosuany pup sjuepnig absjjory Buowy asy) joyodyy pup Buyjquing

91¢



217

Barnes e al

TABLE 4. Logistic Regressions Predicting Gambiing, Alcohot Use, Fraguent/Heavy Use and Related Problems
(Past Year) for College Students and Noncollege Yourig Adults 18 to 21 Years Old In the United States (n =
1,000}
Dichotomous dependent variable
Froblem
At-risk or problems  drinking
gambling (24 A+
Drank Gambled 52+ Drank 5-+ drinks symptoms of symp-
Gambled  alcohol timesfpast year  on 12 or more days SOGS-RA) toms)
Predictor OR® OR?® Or*® A OR* OR¢
College student entered £ Ly 0.6 12 0.6 (K
alone
College Student entered with demographic cantrols
College student 1.3 1.6 0.7 1.1 0.8~ Lg
Male 2,47 1.8m 557 LN R 4.6 23"
Age (yedrs) Lo L4 L 1.3 0.9% L1
Black 0.7% 0.3 1.6% 0.3 1.0% 0.7
Hispanic 0.9 0.8 0.9 0.8 0,57 0.8%
SES 1o 12 0,97 |8 0.8 Q.97
Live independently L3 tane 0.7 14w 13 17
“OR = odds ratio.
*p .05,
< 01
“p <001

college students as well as other similarly aged young adults
in the general population, The scope of this study per-
mits us to determine if college students, as compared with
other young adults, are at high risk for problem garnbling
as they have been shown to be regarding heavy alcohal
use,

Consistent with findings from the few other national sur-
veys of alcohol use that included both college and noscollege
young adults,*S this study shows that the rates of alcohol use
and problem drinking are significantly higher for college
students than for similarly aged noncollege young adults.
However, the rates of heavy drinking, often referred to as
binge drinking, were not significantly different for college
and noncollege young people in this study. The lack of dif-
ferences between the 2 groups should not detract from the
extent of the problem of alcohot misuse for both college and
noncollege adults. In particular, over 4 third of the males in
both groups were classified as beavy drinkers, that is, they
drank 5 or more drinks a day on 12 or more days in the past
year.

Monitoring the Future survey investigators?? followed re-
spondents from their US national secondary school survey
! to 4 years past high school and found that college stu-
dents had a significantly higher prevalence of heavy drinking
(ie, 5 or more drinks in a row in the past 2 weeks) than
their same-age peers (40% versus 35%). Interestingly, in
high school, the coliege-bound students drank Jess than their
non-college-bound peers, yet the alcohol consumption of
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college-hound students was greater than that of their noncol-
lege peers during the college years. Thus, from past research
and the present study, there does appear to be evidence of
a college context factor that contributes to more drinking in
college than would be explained by the young adult age alone.
As in other national surveys,*3 heavy drinking in the present
study is much more prevalent among white young peopie
than among black young people regardless of college student
status.

Using this sample® and other general population sam-
ples, 1% we have shown that alcohol misuse and gambling
problems co-occur within a problem behavior syndrome.
Furthermore, young mates have a higher co-oceurrence of
alcohol problems and gambling problems (r = .42} than do
females (r = .21).%

The patterns of gambling for college and noncollege
young people show some differences from the patterns of
alcohol use. Whereas rates of overall alcohol use and prob-
lem drinking were higher for college students than for non-
college adults, the rates of frequent gambling were higher for
unoricollege young adults than for college students, particu-
farly for females. There were no significant differences in the
prevalence of overall gambling or problem gambling for the
2 groups, However, college student status was no longer sig-
nificant in predicting frequent gambling once demographic
factors were entered, Being male and being black were the
important factors in increasing the nisk for frequent gam-
bling. Being male and having lower SES increased the risk
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for problem gambling {that is, having 2 or more symptoms
on the SOGS-RA). These findings that males, blacks, and
tower SES persons are at higher risk than others for problem
gambling are cansistent with findings from our national US
surveys of adults. Males may have more problems associ-
ated with gambling due to the fact that they engage in more
forms of gambling more frequently than females. It has been
specuiated that blacks and Jower SES persons may be more
likely than others to see gambling as a form of investment
and a possible escape from poverty,?

Thus, in this study, being a college student does not put
a young person at added risk for gambling, frequent gam-
bling, or prablem gambling. In addition, the top 5 most pop-~
ular forms of gambling are the same for college males and
noncoilege males; these forms are lottery, card games, pool
and raffles, sports betting, and games of skill. Regardiess of
college status, the most popular forms of gambling for fe-
males are lottery, card games, poals and raffles, and bingo.
It is also interesting that Internet gambling is a low preva-
lence form of gambling for college and noncollege young
people. Findings from this study support the position that
gambling and problem gambling are infiuenced by broad
sociodemographic factors, especially gender and race, and
not by college factors per se. Therefore, prevention efforts
must be targeted broadly across young aduithood regardiess
of college status. Because there are no other comparable na-
tional studies of gambling including coliege and noncolicge
young people, these findings remain to be replicated by future
studies.

Limitations

This sample was one of household telephone numbers, and
therefore cell phone numbers were not intentionally incladed
inthe sample, Nonetheless, some cell phone numbers became
a part of the sample because phone numbers from land-line
excbanges may be ported to cell phones, and some telephone
exchanges. (often in less populated areas) contain both {and-
line and cell numbers. Estimates from the National Health
Interview Survey for 2005-20062° show that between 7.6%
and 8.6% of US households with children had only wireless
telephone service or no telephone service. Weighting can
reduce potential bias created by not including cell-phone-
only users in a household sample; this was done in the present
study as described above.

Conclusions

College student status significantly increases the odds that
a young person will drink alcohol and experience problems
associated with aleohol use. However, college student status
does not appear to put young people at added risk of gam-
bling or gambling problems. The most important and con~
sistent rigk factor for both alcohol and gambling behaviors
is being a young male whether in coliege or noncollege set-
tings. Age- and gender-targeted prevention and intervention
strategies are warranted to reduce the serious consequences
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of alcohol use and gambling among y'oung adult males in the
US population.

NOTE

For comments and further information, address cotrespon-
dence to Grace M. Bames, PhD, Research Institute on Ad-
dictions, University at Buffalo, 1021 Main Street, Buffalo,
NY 14203, USA {e-mail: barnes @ria buffalc.edu).
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health promation and prevention services. The
American Coflege Health Associotion’s National
College Health Assessment ACHANCHA} — a
nationally recognized research survey — can assist
you in collecting precise dala about your students’
habits, behaviors, and percepiions on the wides!
range of health issues:
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American College Health Association National College Health Assessment

The Premier Student Health Survey

= Alcohol, tobaceo, and other drug use
w Sexual helth

» Weight, nufritian, and exercise

= Menial health

u Personal safely and vidlence

= Impediments lo academic performance
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4 American College Health Association
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Abstract A random telephone survey was conducted with a representative sample of
2,274 U.S, residents aged [4-21, The prevalence of problem gambling, as measured by the
SOGS-RA, was 2.1%. Sixty-eight percent {68%) of the respondents had gambled in the
past year, and 11% had gambled more often than twice per week, Males had much higher
gambling involvement than females, and gambling involvement increased among older
respondents. Blacks were less likely than average to have gambled in the past year, but if
they gambled, they were more likely to do so frequently. Low SES respondents were less
likely to have gambled in the past year, but if they gambled, they were more likely to be
problem gamblers, Life transitions that are associated with assuming adult roles
(employment, living independently of parents, non-student status) are also associated with
greater gambling involvement, The rates of problem and pathological gambling were fower
than those in an adull survey conducted earlier, when measured with the same
questionnaire.

Keywords Youth gambling - National survey - Youth problem gamblers

Introduction

Youth gambling has been the subject of increasing concern, Because of the expansion of
legalized gambling in the U.S. in recent decades, young Americans have grown up in a
socicty in which gambling is both common and highly visible. The popular press has
frequently reported alarming incidents involving young gamblers, Numerous surveys of
U.S. states have indicated high rates of youth problem gambling (e.g., Shaffer et al. 1997;
Westphal et al. 2000), Research has shown that adolescent onset of gambling is associated
with greater gambling involvement in adulthoed (Burge et al. 2004). A key step in
addressing the prevalence of problem gambling among youth is to conduct a national U.S.
survey of youth gambling, We have conducted such a survey, and in the following article

1. W. Welte (B) - G. M. Barnes - M.-C. Q. Tidwell - J. H. Hoffman
Research Institnte on Addictions, University at Buffalo, 1021 Main Stwreet, Buffalo, NY 14203, USA
e-mail: welte@riabuffalo.edu
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we will pursue these objectives: (1) to describe our findings on the prevalence of youth
gambling and problem gambling, and compare these findings to other studies, (2) to
describe how gambling involvement is distributed across demographic subgroups of the
youth population, and to test the statistical significance of these distributions, coutrolling
simujtaneously for alt demographic variables, (3) 1o describe how gambling involvement is
distributed among jointly defined age and gender groups, and test the statistical signifi-
cance of these joint distributions, and (4) to compare the rates of problem and pathological
gambling in the current national U.S. youth survey to the rates in a national U.S. adult
suryey that used the same measure of gambling problems.

Surveys of the prevalence of problem gambling among youth in the U.S. have produced
varied results, depending on the screening questionnaire and definition of problem gam-
bling employed, as well as the geographic area involved. Shaffer et al, (1997) conducted a
meta-analysis of 22 methodologicaily sound surveys of adolescent gambling in various
parts of the U.S. They determined that the average rate for past-year level 3 gambling (their
term for serious problem or pathological gambling) for adolescents was 5.77%, although
they point out that there is great variance among the surveys, partly due to methodological
differences. Jacobs (2004) also summarized the results from U.S. youth gambling surveys,
including some meore recent than those studied by Shaffer and coileagues. In nine selected
surveys from 1989 to 2002, Jacobs found an average rate of problem/pathological gam-
bling of 3.7%. (Note—this figure was calculated from data in Table 5 of Jacobs 2004).
Many of the surveys reviewed by Shaffer et al. and by Jacobs used the South Oaks
Gambling Screen, a 20-item screen originally developed for adults by Lesieur and Blume
(1987). In Table |, we have teviewed several youth gambling surveys which used the
SOGS-RA (Winters et al. 1993), a version of the SOGS adapted for adolescents. This is the
same instrument that we have used for the current study (see Methods). These surveys used
representative samples of adolescents from five U.S. states and two foreign countries. Each
used a standard of four or more items endorsed to define problem gambling. In the U.S.
states of Louisiana, Oregon, Alabama, Mississippi and Minnesota, the rate of problem
gambling as measured by the SOGS-RA ranged from 2.8% to 5.8%, with an average of
4.4%. The Canadian studies ranged from 2.2% to 5.8%, with an average of 3.7%. The
Ieeland study found a 2.7% rate of problem gambling among adolescents (Table 1).

The rates of youth problem/pathological gambling reflected in the figures cited above are
higher than the rates generally found for adults. For example, although the meta-analysis by
Shaffer and colleagues found a rate of 5.77% for adolescents, their meta-analysis of adult
surveys found a rate of 1.14%. There has been a controversy in the literature about whether

Table 1 Adolescent gambling surveys using SOGS-RA past year problem gambling

Reference Location Date  Cutpoint  Pct (%)
Winters et al. (1995} Minnesota 1990 4 2.8
Westphal et al. (2000} Louisiana 1997 4 5.8
Carlson and Moore (1998) QOregon 998 4 4.1
Langhinrichsen-Rohling et al, (2004)  Alabama, Mississippi, and Oregon 2002 4 4.8
Poulin (2002) Canadian Atlantic Provinces 1998 4 2.2
Wiebe et al. (2000) Manitoba 1998 4 32
Adlaf and Lalomiteanu {2000) Ontario 1999 4 5.8
QOlason et al, (2006) {celand 2004 4 2.1
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this is a valid relationship, or an artifact of methods, As Shaffer et al. (1997) point out,
somewhat different methods have been used to measure pathological gambling for ado-
lescents and adults. Although the conceptual criteria are the same, some criteria must be
operationalized differently for adolescents. A question containing wording such as “bor-
rowed money from your spouse or partner” or “borrowed money from in-laws” would not
be appropriate for adolescents. Therefore, measures of adolescent pathological gambling
use wording appropriate for adolescents. In addition, some adolescent studies have used a
smaller number of endorsed items than adult studies to qualify for problem or pathological
gambling. There are additional reasons why youth problem gambling rates might be
inflated. Jacques and Ladouceur (2003) have pointed out that scoring errors have been made
by some researchers using common screening instruments, and Ladouceur et al. (2000)
have demonstrated the possibility that young respondents may misinterpret some questions
in a way that inflates problem gambling scores. These arguments are summarized in a an
article by Derevensky et al. (2003) which is aptly titled “Prevalence Rates of Youth
Gambling Problems; Are the Current Rates Inflated?”,

The uncertainty about the extenl of teenage gambling pathology was underscored by the
results obtained by the national U.S. telephone survey of 534,16 and 17-year-old
respondents conducted for the National Gambling Impact Study Commission (NORC
1999). The investigators who conducted this study along with the larger adult study,’
devised their own measure of pathological gambling—the NORC DSM Screen for
Gambling (NODS). They administered the NODS with the same wording in both the
adolescent and adult studies, and they found a lifetime rate of pathological or problem
gambling of 1.5% for adolescents, and a higher lifetime rate of 2.1% for adults, Past-year
rates were not reported for adolescents because of the small N, In the current study, in
addition o the SOGS-RA, we also administered the DIS for pathological gambling (see
Methods), the same instrument that we used in a national U.S. survey of adult gambling,
We administered the DIS in the current study so that we would have a measure of problem
gambling that allowed a direct comparison between the current youth survey and the earlier
adult survey. In the current article, we will compare youth and adult rates using the same
screening instrument.

Surveys of youth gambling behavior show some consistent—and some inconsistent—
findings with regard to demographic patterns. In a Louisiana survey of students in grades 6
through 12, Westphal et al. (2000) found that problem gambling was more prevalent
among males than females, more prevalent among minority group members than whites. In
a high school survey conducted in Alabama, Mississippi and Oregon, Langhinrichsen et al,
(2004) had those same findings. In a telephone survey of New York State adolescents,
Volberg (1998) found that frequent gambling was significantly more common among
males, older adolescents, whites, and adolescents who were employed 10 more hours per
week. A survey of Connecticut high school students sponsored by the Connecticut Council
on Problem Gambling (1998) found that males and females had the same rates of ever
having gambled (84%?), but males were three times as likely to be problem gamblers. This
study also found that minorities had higher rates of problem gambling than whites,
Stinchfield et al, (1997) analyzed two large surveys, conducted in 1992 and 1995, of
Minnesota 6th, 9th and 12th grade students. They found that boys gambled more often than
girls, and that 9th and 12th graders gambled more frequently than 6th graders, White and
Asian students gambled less frequently than Black, Hispanic and American Indian stu-
dents. A survey of Texas adolescents (Wallisch 1993) found that males, older adolescents,
Hispanics, and adolescents with disposable income of $50/week or more were more likely
© be weekly gamblers. Blacks had lower rates of frequent gambling than whites or
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Hispanics. In a survey of Washington adolescents, Volberg ( 1993) found that males and
adolescents with incomes of $50/week or more were more likely to be problem ganiblers.
Race was not significantly related to problem gambling,

Surveys of youth pambling have of course been conducted cutside of the U.S. Fisher
{1999) analyzed a large sample of 12--15 year olds from schools in Britain and found that
problem gambling was associated with being male, having a higher disposable income, and
living in a single-parent family. In a Scottish survey, Moodie and Finnigan (2006) found
males to have higher rates of problem gambling than females and, not surprisingly,
13-16 year olds to have higher rates than 1112 year olds.

These are mixed results. The one consistent finding in the literature is that males gamble
more, and have more problems, than females, Generally, young people who have more
access 1o money have more gambling involvement. Some studies have found that youths
who are members of minority groups are more likely to be problem gamblers, but this is
not a universal finding, While one might expect gambling involvement to increase with age
among teens and young adults, that is also not a universal finding, Results related to
socioeconomic status and religion are sparse in the literature, because most researchers did
not measure those factors, even though some results attributed to race might be confounded
with socioeconomic status or religion, In the current large representative U.8. study, we
will examine the relationship between youth gambling involverment and demographic
variables including SES and religion, as well as life transition variables such as employ-
ment and living independently of parents.

Methods

We conducted a national random-digit-dial telephone survey with a representative sample
of 2,274 U S. residents aged 14-21, The random-digit-dial sample was purchased from
Survey Sampling International of Fairficld, Connecticut, The telephone sample was
selected randomly from a sampling frame of all working telephane blocks in the U.S. The
sample was stratified by county and by telephone block within county. This resulted in a
sample that was spread across the U.S. according to population, and not clustered by
geographic area. The interviews were conducted by trained interviewers at the Research
Institute on Addictions in Buffalo, NY. Each telephone number was called at least seven
times to determine if that number was assigned to a household containing an eligible
respondent. Once a household was designated as eligible, the number was called until an
interview was obtained or refusal conversion had failed. The respondents were recruited by
selecting randomly from the persons aged 14-21 years in each household by identifying
the one with the next birthday. The 2,274 telephone interviews were conducted from
August 2005 through January 2007, This relatively lengthy period of data collection
allowed the use of a smaller but highly trained and carefully supervised crew of inter-
viewers and captured possible seasonal variations in gambling, Interviews were conducted
in all 50 states plus the District of Columbia. Results were statistically weighted to
compensate for the number of potential respondents in the houschold. Weighting adjust-
ments were also used to align the sample with gender, age and race distributions shown in
the U.S. census estimates,

Respondent’s age was assessed by asking for their date of birth, and then following up
with a verification of their age. Respondents who did not want to give their date of birth
were simply asked their age. Respondent’s race/ethnicity was assessed by asking two
questions. First, respondents werc asked if they considered themselves to be Spanish,
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Hispanic, Latino or Chicano, Second, they were asked for their race, and given the choices:
White or White Hispanic, Black or Black Hispanic, Asian, and American Indian or
Alaskan Native. We derived the mutually exclusive racefethnicity variable be putting
everyone who said that they were Hispanic in the “Hispanic” category, Religion was
assessed by simply asking: “What is your religion?”. Marital status was assessed by
asking: “What is your marital status?”, and giving the choices: never married, married,
divorced/annulled/separated, and widowed. In a second question, respondents were asked
if they were living with someone as if married. Employment status and educational status
were assessed by asking: *Are you currently employed?”, and “Are you currently enrolled
in school?”, Living independently was assessed by asking: “Are you currently living on
your own or in the home of your parent or guardian?”, Qur measure of socioeconomic
status was based on the mean of four equally weighted factors: father’s years of education,
mother’s years of education, father’s occupational prestige and mother’s occupational
prestige, Occupational prestige was coded from census occupation categories using the
method described by Hauser and Warren (1997). Knowing that a few respondents would be
unable to supply information on their parent’s education and occupation, we asked a series
of questions (home ownership, number of musical instruments and books in home, receipt
of food stamps, etc.) gleaned from other studies that attempted to measure the SES of teens
and young adults, We used these as independent variables to impute parental education or
occupational prestige when these variables were missing. Imputation was performed by the
SPSS Missing Value program.

Our primary measure of problem gambling was the SOGS-RA. The best known adult
assessment of problem gambling, the South Oaks Gambling Screen (SOGS) (Lesicur and
Blume 1987) was modified for use with adolescents by Winters, Stinchficld and Fulkerson
(1993). Their instrument, the SOGS-RA, was first developed for a telephone survey. It
demonstrated internal consistency reliability, and also demonstrated its validity by having a
high correlation with frequent gambling. Since its original development, the SOGS-RA has
been used successfully in numerous studies. The early studies using the SOGS-RA were
reviewed by Shaffer et al. (1997), and some of the more recent studies were cited in our
introduction, The SOGS-RA consists of 12 items, which are related to the DSM-III-R
criteria for pathological gambling. An example is the “chasing” item: “In the past
12 months, how often have you gone back another day to try to win back the money that
you lost?" Another example deals with loss of control: “In the past 12 months, have you
ever gambled more than you planned to?” In the current study, the SOGS-RA items had a
Cronbach’s Alpha of 0.74, demonstrating good internal consistency reliability. Following
the comman practice in the literature, we refer to endorsement of two or three items as “at
risk™ gambling, and we refer to endorsement of four or more items as “problem gam-
bling”. The SOGS-RA was administered to every respondent who reported any gambling
during his or her life.

For comparing problem/pathological gambling rates among youth with problem/path-
ological gambling rates from our national survey of adults, we used the Diagnostic
Interview Schedule (DIS) for pathological gambling (Robins et al. 1996). The DIS for
pathological gambling contains 13 items that map into the 10 DSM-IV criteria for path-
ological gambling, such as preoccupation with gambling and nceding to gamble with
increasing amounts of money to gel the same excitement, In the current study, the DIS
pathological gambling items had a Cronbach’s Alpha of 0.79, demonstrating good internal
consistency rehiability. Endorsement of five or more criteria is considered pathological
gambling, and for our purposcs we considered endorsement of three or maore criteria to be
problem gambling. Respondents who endorsed the requisite number of criteria for the past
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year are considered to be current pathological or problem gamblers. Before adopting this
measure for the current study, we examined the items for applicability to adolescents and
young adults. Based on face validity, 12 of the 13 items could be used unaltered, and we
did so. For the 13th item, which asks about trouble with “spouse or partner”, we changed
the wording to “parent, other family member or close friend.” We added a 14th item,
which asks about missing a day or more of school because of gambling. This item was
added to parallel an item about job trouble. These 14 questions are mapped into 10 DSM
criteria, We will compare results from these questions to those obtained by almost identical
questions in our adult national survey. In both the current youth survey and the earlier adult
survey, we administered the DIS for pathological gambling to every respondent who
reported any gambling during his or her life. In the current study, the DIS was administered
after the SOGS-RA; in the previous adult survey the DIS was administered after the
original adult version of the SOGS. Although having been administered after another
sercen for problem gambling could have influenced the DIS problem and pathological
gambling rates in both surveys, comparability was maintained because the order effects
were roughly the same for both surveys.

We based our examination of youth gambling on four dependent variables, each defined
in terms of the 12 months before the interview: any gambling, frequent gambling (twice a
week or more on average), at risk or problem gambiing (2+ endorsements on the SOGS-
RA) and problem gambling (4+ endorsements), Each of these is broken down by nine
demographic and life transition variables, as shown in Table 3. In Table 4, these break-
downs are repeated among past-year gamblers only, For example, 18% of males were
frequent gamblers, and 23% of males who gambled in the past year were frequent gam-
blers. We repeated the breakdowns with past-year gamblers only so that the decision to
gamble and serious gambling involvement can be considered as separate steps. For an
illustrative example, Table 3 shows that respondents in the lowest SES category are sig-
nificantly less likely than middling SES respondeats to have gambled in the past year.
However, Table 4 shows that if they gambled, lower SES respondents are significantly
more likely than others to be problem gamblers. The fact that low SES is oppositely related
to gambling at these different steps suggests that the model which predicts who will
gamble is different from the model which predicts those gamblers who will gamble fre-
quently or with problems. Thus, separate examinations of all respondents and gamblers
only are justified.

Significance tests were generated by logistic regressions, one for each column in
Tables 3 and 4. In the first step, demographic variables (gender, age, race, SES and
religion) were entered. The significance tests for each of these variables were done with the
other four controlled, Life transitions (marital, employment, student status, living
arrangement) were entered at the second step, so these significance tests are with all five
demographics plus the other three life transition variables controlled. In the third step,
interactions between gender and the other predictors were entered, and were tested with all
main ¢ffects and other interactions controlled, The results of this third and last step appear
in Table 5. The terms “ref” and “trend” in the first columns of Tables 3 and 4 show how
the contrasts were arranged in the logistic regressions, with reference categories labeled
“ref”, For example, the reference category for race is “White”, so the *** by “Asian” in
the “any gambling” column means that Asian youth are significantly less likely than
Whites to have gambled in the past year. The contrast eategory for SES is the three middie
fifths, so that the highest and lowest fifths were compared with it. Age was a continuous
independent variable, and therefore was tested as a trend.

4 Springer



227

J Gambl Swd

Results

Table 2 shows the prevalence of SOGS-RA scores at each level up to five or more
endorsements. The table shows that 87.3% of our respondents failed to endorse a single
item. The most commonly published cutpoints on the SOGS-RA have been 4+ (problem
gambling) and 2+ (at-risk or problem gambling), for which we found 2.1% and 6.5%,
respectively. We have included this table so that our results can be compared with any
study that used the SOGS-RA, regardless of the cutpoint that was used in the published
results.

Table 3 shows the prevalence of various gambling measures, Sixty-eight percent of our
respondents gambled in the past year, 11% gambled twice per week or more, 6.5% were

Table 2 U.8. youth and

gambling survey past year Number of items % Cumulative %
grooét;n}; ﬁambhng scores 54 13 3

4 0.8 24

3 1.0 3.1

2 34 ‘ 65~

i 6.2 127

O 87.3 1000

Table 3 U.S. youth and gambling survey past-year gambling percentages respondents aged 1421

N Any Frequent At-risk or Problem

gambling gambling problem gambling

(%) (%) gambling (%) (%)
Qveralt 2,274 63 1 6.5 2.1
Male 1,148 TTHE* jREER 10.6%** 3343
Female (ref) 1,126 58 4 2.4 0.9
14-15 {trend) 588 [0 e QEx 5.0 1.7*
1617 583 64 16 62 0.9
18-19 564 74 H 8.5 2.6
20-21 538 72 13 6.6 33
White (ref) 1,408 70 9 6.2 L&
Black 334 60* [RERe 8.t 3.4
Hispanic 373 71 14 6.5 2.8
Asian 83 4guex 5 6.7 1.0
American Indian 27 83 28+ 8.7 3.0
Mixed/unknown 50 45wEn 9 4.4 2.4
SES lowest 1/5 455 [k 16* 83 .35
SES second 1/5 {ref) 454 67 12 5.0 |
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Table 3 continued

N Any Frequent At-risk or Problem
gambling pambling problem gambling
(%} {%) gambling (%} (%)
SES third 1/5 (ref) 456 15 i1 8.0 3s
SES fourth 1/5 (ref) 456 66 9 7.3 1.3
SES highest 175 454 70 6* 4.1+ 1.1
Baptist 334 Sowee 13 80 2.0
Other protestant (ref) 858 71 10 6.4 24
Catholic 606 75 i3 59 1.7
Mormon 65 37aex i a.0 0.0
Jewish 36 5B+ 2 58 0.0
Other 77 4reae 12 6.4 T2
None 298 66% 10 8.1 2.5
Never married (ref) 2,143 67 i1 64 9
Married 41 62 13 7.9 5.2
Living together 82 73 14 88 38
Employed foll time 31t Hpwx 16 N 35
Eniployed part time 578 10 9 6.0 : 0.6
Not employed {ref) 1,385 64 10 8.5 1.9
Not student (ref) 412 T i8 92 4.9
Student 1,862 67 gr¥ 6.0 1.5
Lives with parents (ref) 2,011 66 it 6.4 1.7
Lives independently 263 6% 12 19 4.8%

* Significant at (.05 level

=¥ Significant at .01 level

*** Qignificant at 0.001 level

Note; “ref” indicoates reference group; statistical significance from logistic regression

at-risk or problem gamblers, and 2.1% were problem gamblers. Males were very signifi-
cantly higher than females on every measure of gambling involvement. Any gambling,
frequent gambling, and problem gambling increased with age from 14 to 21. Blacks,
Asians and *Mixed/Unkonown™ were less likely to have gambled than Whites, Blacks and
American Indians were more likely to be frequent gamblers than Whites. Eighteen percent
(18%) of Blacks and 28% of American Indians pambled twice per week or more, as
compared to 9% of Whites. There were no detectable differences by race in at-risk/problem
or problem gambling, The lowest SES respondents were least likely to gamble, However,
frequent gambling was most common among low SES respondents, and least common
among high SES respondents. Likewise, at-risk/problem gambling was least common at
the high end of SES. Religion was related to “any gambling”, with every religious group
except Catholics less likely than “other (than Baptist) Protestants” to have gambled.
Marital status showed no consistent relationship to gambling involvement.
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Table 4 U.S. youth and gambfing survey past-year gambling percentages respondents aged 14-2] past-

year gamblers only

N Frequent At-tisk or problem Problem
gambling {%} pambler (%) gambler (%)

Overall 1,535 16 9.7 i
Male 878 pAhadd 13.g%xs 4.3%x*
Female (ref) 657 7 4.1 1.5
1415 (trend) 356 15* 8.2 2.7%
16-17 376 16 9.6 15
18-19 418 i5 it4 35
20-21 387 19 92 4.5
White (reh) 986 12 8.8 2.3
Black 20t Jprex 13.5 56
Hispanic 264 19 92 39
Asian 39 10 14.1 22
American lndian 22 34% 10.5 17
Mixed/unknown 22 20 97 5.3
SES lowest 1/5 275 26%* 13.7 5.8*
SES sccond 15 (ref) 303 19 15 1’5
SES third 15 (ref) 341 i5 10.7 4,7
SES fourth 1/5 {ref) 301 i4 it 2.0
SES highest 145 K3t gu¥ 5.8% 1.6
Baptist 196 22% {36 3.5
Other protestant {ref) 611 14 9.0 34
Catholic 456 17 78 2.2
Mormon 24 2 0.0 0.0
Jewish 21 3 10.0 0.0 -
Other : 3 20+ 15.0 7.5
None 196 13 123 38
Never married (ref) 1,444 {6 95 2.8
Mairied 26 20 i2.8 8.5
Living together 60 19 12.1 5.2
Employed full time 251 20 9.6 6.8
Employed part time 402 3 8.6 0.9
Not employed (ref) 882 16 10.2 30
Not student (ref) 294 26 12.6 6.8
Sdent 1,241 14%%* Y 22
Lives with parents (ref) 1,335 16 9.6 2.6
Lives independently 200 13 104 6.3

* Significant at 0.05 level
** Significant at 0.01 level
*+% Significant at 0.001 lovel

Note: “ref” indicates reference group; statistical significance from logistic regression
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Table 5 U.S. youth and gambling survey past-year gumbling percentages by gender and age

Age N Any gambling Frequent gambling At risk or problem gambling Problem gambling
M F M(@®) F(% M@ F&) M%) F {%) M (%) F (%)
f4-15 282 306 68 53 13 3 73 2.4 2.6 0.6
1617 282 301 76 52 6 4 10.9 1.1 1.9 0.0
18-19 289 276 83 63 19 3 14.3 2.9 43 0.9
20-21 274 265 80 64 23 4 0.2 3.1 4.6 i.9

Note: Ttalics indicates gender by age interaction significant at 0.05 tevel

Note that the statistical tests pertaining to employment, student status and living
arrangement are all reported with every other predictor, including age, held constant.
Those who were employed full time were significantly more likely to have gambled in the
past year than those not employed. Non-students were significantly more likely to have
gambled frequently than were students. Respondents who lived independently were sig-
nificantly more likely to have gambled in the past year and to have been problem gamblers
than those who lived with their parents. Although only these four contrasts on the life
transition variables reached statistical significance, it may be worth noting that those who
were employed full time, were not students and lived independently of their parents were
higher than their counterparts on all measures of gambling involvement.

Table 4 reports the prevalence of frequent, at-risk and problem gambling only for those
respondents who gambled in the past year. As mentioned earlier, we reported these results
separately because the factors which predict whether an individual gambles or not may be
different from those factors which predict which gamblers will become heavily involved.
Male gender and increased age are associated with an increased probability of gambling in
the past year (as Table 3 also shows) and also with increased gambling involvement among
those who do gamble, Table 4 shows that male gamblers are higher than females on every
measure, and that frequent gambling and problem gambling increase with age among those
who gambled in the past year. Blacks are less likely than Whites to have gambled in the
past year (Table 3), but if they gambled, Table 4 shows that they are much more likely
than Whites (30% vs. 12%) to gamble frequently. Table 3 shows that respondents in the
lowest fifth of SES are the least likely to have gambled in the past year, However, Table 4
shows that among those who gambled, the lowest SES is associated with the highest
gambling involvement, and the highest SES is associated with the lowest gambling
involvement. Among gamblers, the lowest fifth of SES had the highest rates of fréqucm
gambling and problem gambling. The highest fifth of SES had the lowest rates of frequent
gambling and at-risk/problem gambling. The results pertaining to religion also show
reversals, Other religions (which include Moslem, Hindu, Buddhist, Jehovah's Witnesses
and others) had a very fow rate of having gambled in the past year (42%), but if they
gambled, they had higher rates of frequent gambling than any other religious group.
Similarly, Baptists were less likely than other Protestants to have gambled in the past year,
but if they gambled, they had higher rates of frequent gambling,

Table 5 and Fig. 1 show the noteworthy result that emerged from our tests of gender
interactions. Only one interaction between gender and the other predictors was signifi-
cant—the interaction between gender and age, with frequent gambling as the dependent
variable, Table 5 shows the gambling measures broken down jointly by gender and age. As
Fig. | shows more dramatically than the table, frequent gambling increased with age
among males, but not among females. There is a suggestion of this same pattern with
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at-risk/problem gambling and problem gambling, but these interactions were not statisti-
cally significant,

Table 6 shows a comparison between problem/pathological gambling rates in the cur-
rent study and our nationat U.S. adult (18 and older) survey conducted in 2000, The other
problem gambling results reported in this article were measured using the SOGS-RA, but
these results were measured using the DSM-IV DIS for problem/pathological gambling.
This measure was used in both studies, with only minor modifications as described in the
methods section. The results for problem gambling (our term for an endorsement of 3+
DSM criteria) show that the rates for males in the two studies are identical (4.2%], but the
rate for females in the adult study (2.9%) is much higher than the rate for females in the
youth study {0.1%). As measured by DSM-IV criteria, problem gambling is almost non-
existent among adolescent and young adult females. The results for pathological gambling
(last column of Table 6) show that adult males have a higher rate of pathological gambling
than adolescent and young adult males, and that aduit females have a much higher rate than
adolescent and young adult females. In the youth survey, pathological gambling by DSM-
IV criteria did not ocour among females. These results do not support the supposition that
problem gambling is more common among young people than adults, These results are
consistent with the supposition that gambling problems develop later in life for females
than for males.

1ﬂble.6 U.S. youth and adult Problem gambling Pathological
gambiing survey rates of problem 3+ DSM.1V ambling 5+
and pathological gambling ;:rit erin (%) lg)SM-Wg
mensured by DSM-1V criteria © criterin (%)
Youth survey Male 4.2 0.7
N=12274 Female 0.1 0.0
Overall 22 0.4
Adult survey Male 4.2 1.3
N=2631  pemale 29 1.4
Overall a5 14
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Discussion

The rates of problem gambling found in the current study are not as high as the rates of
problem gambling found in other surveys which used the SOGS-RA and defined problem
gambling as 4 or more positive answers. [t is possible that differences in study design might
account for some of this difference. Among the eight surveys listed in Table 1, five were
school surveys. The schiool surveys produced the three highest rates, but also the two lowest
rates, The remaining three studies were telephone surveys. One of these sampled from fisted
numbers, and another used an “age-targeted”, non-probability sample. Only one study
{Carlson and Moore 1998) seems to have been a random-digit-dial survey. Our currently
reported survey was sampled with a known probability from a frame that included all phone
numbers, and therefore is closest to a representative household sample. Having made this
observation, it is not clear why this would make our estimate of the rate of problem
gambling lower than the others. For example, school surveys obtain data only from those
who are attending school, but one would not think that this censtitutes a bias for more
problem behaviors. The 95% confidence interval for our 2.1% rate of problem gambling is
roughly plus ar minus half a percent, making it uniikely that the current study found a lower
problem gambling rate than the eight studies in Table | by chance. Also, the rates of other
problem behaviors (such as conduct disorder and daily marijuana use) in our sample are
high relative to the rates found in the literature; and therefore, we did not obtain a sample
low in problem behaviors, either by chance or by method bias. Some of the reasons sug-
gested by Jacques and Ladouceur (2003) for overestimation of the rate of youthful problem
gambling do not apply to the comparison between our survey and those in Table 1. All of
these studies all used the same cutpoint—four or more endorsements, Question misinter-
pretation does not explain the difference, because the same questions were used. Wrong
scoring is not likely with the SOGS-RA, which has a very straightforward scoring proce-
dure. The most likely explanation is that the rate of problem gambling in the U.S, as a whole
is lower than in many of the smaller jurisdictions in which surveys have been conducted,

Qur results provide an opportunity to examine the influence of demographics and life
transitions on gambling. Males were much higher than females on every measure of
gambling. This was not the case in our 2000 adult survey, in which the “gender gap” in
gambling involvement was much narrower (Welte et al. 2001). Tt seems likely that
females' gambling involvement tends to emerge in adulthood, while male involvement can
be high in adolescence. This point is underscored by Fig. 1, which shows graphically how
male frequent gambling is increasing at an early age, whereas female frequent gambling is
stable. While three of our four measures of gambling involvement increased significantly
with age in the 1421 range, that increase comes primarily from males.

Asians were the racial group that showed the lowest gambling involvement. This is an
interesting result in view of the commonly accepted notion (e.g., Liu 2006) that Asians are
heavy gamblers, While it is possible that Asian gambling involvement develops later in
life, it is also possible that examination of a representative sample simply fails to uphold a
stereotype. Blacks are the least likely to have gambled, but Black gamblers are among the
highest in gambling involvement. This replicates the finding in our national adult survey
(Welte et al. 2001), and also is similar to the findings in general population surveys with
respect to alcoho!, which invariably find Blacks with a high percentage of abstainers, but
may also find relatively high rates of alcohol abuse among Blacks who are drinkers {Welte
et al. 2001). We have a smaill sample of American Indians, so it is difficult to obtain a
statistically significant contrast, However, their rate of frequent gambling is so much
higher than the reference group (28% for American Indians as opposed to 9% for Whites)
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that it is statistically significant. They are also relatively high on measures of problem
gambling. We might speculate that there is a connection between this result and the rapid
spread of legal gambling in Indian communities.

Low SES respondents are most likely to have abstained from gambling, just as many
studies have shown them to be the most likely to have abstained from alcohol (Welte et al.
2001). However, among gamblers, our results show a clear tendency for gambling
involvement and negative consequences to increase as SES declines. We have elsewhere
hypothesized that lower SES persons are more prone to gamble excessively because they
see gambling as a reasonable method to improve their financial status (Welte et al. 2004).
Religion clearly influences the decision to gamble, with Mormons, Jews and Baptists less
likely to have gambled than the reference group (“Other Protestants™). Catholics were the
most likely to gamble, not surprising as they are practitioners of a religion that is generally
tolerant of gambling. For the other gambling involvement variables, we see little in the
way of significant religious differences, but here again we have a small group problem,
Nevertheless, it may not be a coincidence that Mormons reported 1% frequent gamblers
(average for the entire sample was [1%) and also reported 0% problem or at-risk gamblers,
as they are practitioners of a religion that discourages gambling.

We also examined the relationship between four life transitions (marriage, employment,
living independently and student status) and gambling involvement. Those who work full
time are more likely to gamble, those who are not students are more likely to gamble
frequently, and those who live independently are more likely to gamble and to be problem
gamblers. All statistically significant results show that greater gambling involvement is
associated with an aduit status, In fact, those who work full time, are not students and live
independently are higher than their counterparts on all four measure of gambling
involvement. These results suggest that, in the minds of some, gambling may be associated
with the transition to adulthood, }

We compared the pathological and probiem gambling rates in our adult and youth studies,
using the same measure, the DIS for pathological gambling. This comparison showed lower
rates of problem and pathological gambling among adolescents/young adults than among afl
adults. When also considering the relatively low rate of problem gambling that we found
using the SOGS-RA, our results are not consistent with the common notion that problem
gambling is more prevalent among adolescents than among adults, Our results do support
those researchers, some of whom we cited earlier, who have questioned that notion.

While there have been numerous surveys of adolescent gambling conducted in U.S.
states, there has been a lack of studies of this topic in the nation as a whole, In this article,
we have presented resuits from the first national U.S. survey of gambling among adoles-
cents and young adults, We have found that gambling is widespread among U.S. youths,
We also found a problem gambling rate which projects to approximately three quarters of a
million problem gamblers among U.S. residents aged 14-21. In a society where young
people are increasingly exposed to gambling influences, this is a cause for concern,
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Mrs. BoNO MACK. And Dr. Volberg, it is your 5 minutes.

STATEMENT OF RACHEL A. VOLBERG

Ms. VOLBERG. Good morning, Madam Chairman, Ranking Mem-
ber Butterfield, and members of the subcommittee.

Mrs. BoNO MACK. Can you please pull your microphone a little
closer?

Ms. VOLBERG. OK, is that better?

Mrs. BoNO MACK. Yes, thank you.

Ms. VOLBERG. My name is Rachel Volberg. I am a sociologist at
NORC at the University of Chicago, and I have been doing re-
search on gambling and problem gambling for 26 years.

The Internet gambling market is large and growing rapidly.
Poker is the most popular form of online gambling, and accounts
for 60 percent of online gambling activity but for only 23 percent
of online gambling revenues. The majority of Internet poker players
are young men with relatively high levels of education, and per-
haps a few older men as well.

With regard to problem and pathological gambling, there is sub-
stantial research showing that prevalence rates are three to four
times higher among Internet gamblers compared to non-Internet
gamblers. Now, critics argue that Internet gambling does not cause
problem gambling, but that instead problem gamblers are attracted
to Internet gambling and add it to a repertoire of other gambling
activities.

Results from a new longitudinal study in Canada show that
while both of these things happen, the most common pathway is
actually for Internet gamblers to develop problems subsequent to
beginning to gamble on the Internet.

Now, most things that go up usually come down, and this is true
in epidemiology as well. Research shows that problem gambling
prevalence does eventually level out and decline, even if accessi-
bility does continue to increase. Among the likely contributors to
such declines are greater public awareness, decreased participation
once the novelty has worn off of a new form of gambling, increased
government and industry efforts to provide gambling more safely,
expanding services for problem gamblers, the increased age of the
population, and, unfortunately an outflow of problem gambling
cases due to severe personal or financial crisis, criminal charges or,
in extreme cases, suicide.

H.R. 2366 provides for Federal oversight of State and tribal
agencies that will issue licenses for online poker, but leaves respon-
sibility for setting consumer protection standards to the States and
tribes. This arrangement virtually guarantees that programs to
prevent and mitigate problem gambling will vary significantly
across jurisdictions. And while the competition among online gam-
bling providers will ensure a cost-efficient and appealing consumer
product, a free market is likely to come at the cost of less player
protection.

Beyond requiring licensees to establish self-exclusion programs,
I believe some additional minimum requirements are needed.
These include a requirement for players to set limits with regard
to time and money, a 24-hour cooling off period before changes to
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limits can be made, monthly financial statements, and self-assess-
ment tests.

It would be best if these measures, as well as the self-exclusion
program, were operated by a third-party independent organization.
Such an approach offers many advantages. One significant one is
that it would allow players who wish to self-exclude to visit a sin-
gle site and exclude themselves from all of the domestic sites at
one time, rather than having to go to each gambling site individ-
ually.

Finally, even these measures will be insufficient without a mech-
anism to adequately fund prevention, treatment, and research on
problem gambling in the United States. I agree with the National
Council on Problem Gambling that a minimum of $50 million in
new Internet gambling revenue must be dedicated to these pro-
grams.

Unfortunately, the United States lags far behind other countries
in this regard. State funding for problem gambling services per
capita is approximately one-twentieth the level it is in countries
such as Australia and Canada, and there has never been a Federal
agency with primary responsibilities to address problem gambling.
I therefore also urge you to support H.R. 2334, which designates
SAMHSA as the lead Federal agency on problem gambling.

Online gambling is here to stay and will continue to evolve. The
question is what governments can and will do to create a safety net
for their citizens, to minimize the likely increase in the number of
problem gamblers, to provide treatment for those afflicted, and to
ensure that research is undertaken to understand the impacts of
Internet gambling on society.

Thank you for the opportunity to testify, and I look forward to
answering your questions.

Mrs. BoNO MACK. Thank you, Dr. Volberg.

[The prepared statement of Ms. Volberg follows:]
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Internet gambling is a fluid and dynamic market characterized by significant inter-jurisdictional
inconsistencies. As a result, policymakers, operators and other stakeholders face substantial ambiguities
about the best approach to legalizing and regulating Internet gambling. My testimony today addresses
three issues: {1) whether revenue projections for legalized internet poker will be met; {2} whether there
will be an increase in the number of problem gamblers as a result of legalizing Internet poker; and (3)
what can be done from a regulatory perspective to prevent or mitigate likely increases in the prevalence

of problem gambling in the wake of the introduction of Internet poker.
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Good morning Chairwoman Bono Mack, Ranking Member Butterfield, and Members of the
Subcommittee. Thank you for inviting me to testify this morning. My name is Rachel Volberg. 1 am a
Senior Research Scientist at NORC at the University of Chicago, 1 live in Western Massachusetts, and |

have specialized in population studies of gambling and probiem gambling for 26 years.

The Carrent Sitvation: Inter-furisdictional Confusion and Competition
¥

Online gambling has only existed since 1995 and, internationally, different countries are
experimenting with a range of approaches to legalization. Some countries prohibit most or all forms of
online gambling; at the other end of the spectrum are countries that permit nearly all forms of online
gambling. In the middle are countries that have put in some legal restrictions, those that provide for a
domestic online market with patronage restricted to their own citizens, those that also prohibit
residents from accessing online gambling outside the country, and those that operate anline gambling
but prohibit their own residents from accessing the sites (Williams, Wood, & Parke, 2012 in press; Wood

& Williams, 2009).

There are many arguments ta be made in support of Internet gambling legalization. Proponents

of legalization point out that:

e itis exceedingly difficult to effectively prohibit online gambling;
* over time, populations adapt to the presence of problematic products and develop
some ‘inoculation’ from further harm; and

* legally regulated sites better ensure player protection and deter crimes.
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There are also compelling arguments for prohibition, some in direct counterpoint to the arguments

for legalization. The main arguments in defense of prohibition are:

* the purpose of laws is to codify societal values in an effort to shape, rather than
conform to, people’s behavior;

* legalization will likely increase rates of problem gambling; and

* player protection tools are likely to have only modest efficacy in preventing problem

gambling.

While there are strong economic incentives for governments to legalize and regulate Internet

gambling, there is, as yet, no satisfactory model proposed to regulate these activities.

Australia was one of the earliest countries to attempt to license and regulate internet gambling.
in 2001, the Australian Government passed the interactive Gambling Act {IGA} which permits Australian
states and territories to license and regulate online operators. The eight Australian states and territories
have each created different gambling policies and regulations but inter-state competition has given rise
to substantial discord; for example, around the flouting of advertising standards {Gainsbury & Wood,
2011). The lack of cohesive policies recently led the Australian Productivity Commission (2010) to

recommend that Australia implement a national regulatory approach.

in Canada, most forms of gambling are regulated at the provincial level and provincial
governments are generally the owners and operators of provincial gambling enterprises. There have
been several forays into online gambling in Canada. These were led initially by internet-based horse
race wagering followed by the offer of lottery products and then other forms of gambling by provincial

fotteries. In 2010, British Columbia and Quebec made Internet gambling available to their citizens and
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the two provinces will soon permit their residents to compete against each other in online poker games.

Ontario will begin offering Internet gambling to its citizens in 2012."

In 2006, Congress passed the Unlawful internet Gambling Enforcement Act (UIGEA) which made
it ilegal for financial transaction providers to transfer funds to online gambling sites. in the wake of this
tegisiation, a significant number of online gambling sites stopped taking bets from U.S, citizens. UIGEA
exempts online intra-state sales of lottery tickets, inter-state horse race betting and some types of intra-
state online gambling. Despite the law, many U.S. players circumvent UIGEA by using non-U.S. financial
transaction intermediaries to place bets. While overali participation in internet gambling in the United
States is quite Jow (estimates range from 0.3% to 3.0%) {Rasmussen Reports, 2006; Welte, Barnes,
Wieczorek, Tidwell, & Parker, 2002}, a recent survey of international online gamblers found that 25% of

the respondents were from the United States (Wood & Williams, 2009).

Wil Revenues Meet Projections?

While revenues from Internet gambling can be difficult to determine, it is estimated that
worldwide online gambling revenues rose from $600 milfion in 1998 to $16.6 billion in 2008. Poker is
the most popular form of online gambling and accounts for approximately 60% of online gambling
activity but for only 23% of the worldwide online gambiing market, compared with 38% for
sports/racebooks and 25% for online casinos {Global Betting and Gaming Consultants, 2008, cited in
Wood & Williams, 2009). Extrapolating from these figures, it appears that online poker generates

approximately $4 bilion in annual revenues worldwide.

! Along with my colleague Rob Williams from the University of Lethbridge, t am just beginning a three-year project
to study the impacts of anline gambling legalization in Ontario. The study is funded by the Ontario Problem
Gambling Research Centre.
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As far as | have been able to determine, there are no published estimates of the revenues that
would likely be generated by the legalization of online poker in the United States. However, the Joint
Committee on Taxation has published an analysis of projected tax revenues if a broader Internet
gambling regime were legalized. Estimated federal tax revenues under four different scenarios ranged
from $10 billion to nearly $42 billion over a ten-year period {Barthold, 2009). A separate analysis by
PricewaterhouseCoopers estimated that between $13 billion and $26 billion in tax revenues would be
generated over ten years. If no states were permitted to opt out of the legislation, it was estimated that
legalized Internet gambling would generate nearly $49 billion over ten years {PricewaterhouseCoopers,

2009).

An interesting feature of these analyses is that they apparently assume that, if U.S. companies
are permitted to offer online gambling, then these companies will capture the entire worldwide online
gambling market. Although internet gambling is relatively young, this is a mature market with
significant barriers for new online gambling companies. Legally sanctioned domestic sites will only be
patronized to the extent that they offer a competitive advantage to the consumer. However, existing
‘offshore’ jurisdictions have a strong competitive advantage by virtue of their Jonger established
presence. Furthermore, regardless of whether internet gambling is legalized in the United States, there

will always be many non-domestic sites available to online gamblers {Williams et al., 2012 in press).

In France, it is estimated that only 43% of the internet gambling market is currently captured by
legal domestic sites (MAG, 2011). in Britain, only 25% of the estimated £2.5 biilion that British
consumers spend annually on Internet gambling goes to operators licensed by the British Gambling
Commission {Williams et al,, 2012 in press}. A more salient example comes from Sweden where the
introduction of a fegal domestic online poker site, in 20086, led to a significant increase in overall internet

gambling participation (Swedish National institute of Public Health, 2010). However, in a separate
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survey, only 28% of Swedish online poker players reported patronizing the domestic site exclusively
while another 25% of players reported patronizing several poker sites including the domestic site
{Jonsson, 2012 in press). If these figures are extrapolated to a legalized U.S. market, tax revenues from

Internet gambling are more likely to be in the range of $3 billion to $12 billion over ten years.

Finally, it is possible that legalizing online gambling and providing domestic access may actually
increase monetary outfiow rather than retaining it. This is a lesson learned in the fate 1980s and 1990s
from the introduction of domestic-market casinos in North American states and provinces, intended to
capture gambling dollars that were being spent in Nevada and Atlantic City. Nevada experienced an
enormous growth in gambling revenues in this period because the creation of domestic casinos led to
increases in casino gambling participation which led, in turn, to increased visits to major international

gambling destinations {Williams, Belanger, & Arthur, 2011).

A Likely Increase in Problem and Pathological Gambling

Prevalence {or total stock) of a disorder is determined by incidence, or the inflow of new cases,
duration, and the outflow of current cases through recovery, migration or death {(Abbott, 2006). in the
study of clinical disorders, pathological gambling is considered a chronic disorder. Chronic disorders
strongly tend to recur once fully developed, constituting a lifelong vulnerability. This vulnerability to
relapse may be effectively treated and kept in check. But a period in which the individual is relatively

free of symptoms does not mean that the person is free of the disorder.

One reason that legalization of Internet gambling may lead to an increase in the rate of problem
gambling is that legalization provides tacit governmental approval for these activities and leads citizens

to assume that the products are safe. This in turn typically leads to an increase in overall participation,
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as is also seen in the legalization/decriminalization of prostitution, abortion, and cannabis (Alan
Guttmacher institute, 2008; Jakobsson & Kotsadam, 2011; MacCoun, 2010; Wardle, Griffiths, Orford,
Moody, & Volberg, 2011). Increases in overall participation tend to be reliably associated with
increases, at least temporarily, in the prevalence of problem gambling {Grun & McKeigue, 2000; Lund,

2008; Rose, 1985; Williams, Voiberg, & Stevens, 2011).

Another reason that legalization is likely to increase rates of problem gambling is because the
nature of online gambling makes it inherently more problematic than most other forms of gambling.
Greater convenience, easier access, the solitary nature of play, the ability to play when intoxicated, the
lack of realistic cash markers, and the ability to play multipie sites and/or games simultaneously are all
features that contribute to a diminution in players’ ability to controi their involvement. Another
challenge is that Internet problem gamblers have a much more difficult time avoiding gambling venues

which are available at the click of a mouse {Schuil, 2005; Wood, Williams, & Lawton, 2007).

There is substantial research showing that the prevalence of problem gambling is three to four

times higher among Internet gamblers compared to non-internet gambiers {Griffiths & Barnes, 2008;
Jonsson, 2012 in press; Ladd & Petry, 2002; Wood & Williams, 2007, 2009). in California in 2006,
although only 2.1% of our respondents had ever gambied on the Internet, 11.3% of these individuals
were classified as pathological gamblers and another 19.2% were classified as subclinical problem
gamblers. In a logistic regression analysis that controlied for individual demographics and co-occurring
behaviors and disorders, respondents who had gambled on the internet in the past year were ten times
more likely to be a problem or pathological gambler compared with those who had not gambled on the

internet (Volberg, Nysse-Carris, & Gerstein, 2006).

Most things that go up usually come down and this is as true in epidemiology as in other realms.

Epidemiological research strongly suggests that problem gambiing prevalence does eventually fevel out
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and decline, even if accessibility continues to increase {Williams, Volberg et al., 2011). Greater public
awareness, expanding services for problém gamblers and regulatory, industry and public heaith
measures are among the likely contributors to such declines. What is not known is how guickly these
and other factors can have a significant impact. It is also not known if these factors can prevent probiem
escalation even if introduced concurrently with increased access to gambling {Abbott, 2005; Abbott,

Volberg, Beliringer, & Reith, 2004).

While longitudinal studies of gambling have only recently begun to yield resuits, one consistent
and recurring theme emerging from these studies is that most gambling problems tend to resolve over
time {Abbott & Clarke, 2007; LaPlante, Nelson, LaBrie, & Shaffer, 2008; Slutske, Jackson, & Sher, 2003).
However, in the only study to date to examine problem gambling incidence, the researchers found that
among adults who became problem gamblers over a 12-month period, approximately one-third were
new cases without a previous history of problem gambling while two-thirds were classified as relapsing

cases {Victoria Department of Justice, 2011).

While there are good theoretical grounds to believe that internet gambling contributes to
problem gambling, it is possible that problem gamblers simply add internet gambling to their repertoire.
Very recent longitudinal research in Ontario, Canada has found that both directional routes occur.
However, Internet gambling leading to problem gambling tends to be the most common pathway
{Wood, Williams, & Parke, 2012 in press}. Although there is speculation about an ‘inoculation effect,”
such that gamblers eventually habituate and overcome difficuities related to their gambling, most of the
financial, psychological, social, work/school and legal harms associated with problem gambling cannot
be undone (Gainsbury & Wood, 2011; Williams et al., 2012 in press). Given this scenario, it is essential
that regulatory policies take account of likely increases in problem gambling in the wake of the

legalization of online poker in the United States.
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The Proposed Hegulatory Model Needs Improvement
f=d p

in 1999, the National Gambling impact Study Commission {1999} pointed out that, unlike other
consumer businesses, legal gambling has largely been shaped by government decisions, at the federal,
state and local levels. The Commission commented that “rivalry and competition for investment and
resources” were the driving factors in government decision-making related to iegalized gambling in
America and noted that “even the states concede that only Washington has the potential to control
gambling on the Internet” {1999, p. 1-5). The latest round of casino legalization in the Northeast of the
United States suggests that the situation with regard to inter-state competition for gambling revenues

has not changed in the intervening years.

H.R. 2366 provides for Federal oversight of state and tribal agencies that will issue ficenses for
online poker through a newly-established Office of internet Poker Qversight within the Department of
Commerce {Section 103). This office will have the responsibility to prescribe minimum standards for
qualifying these state and tribal agencies but will have no role in settings standards or issuing licenses to
operate online poker (Section 104). Instead, each state and tribal agency will be required to establish
requirements for the development of a Compulsive Gaming, Responsible Gaming, and Seif-Exciusion
Program that each licensee will be required to impiement as a condition of licensure {Section 106). A

self-exclusion program represents the minimum standard required in H.R. 2366.

The provisions in H.R, 2366 virtually guarantee that requirements for programs to prevent and
mitigate gambling-related problems will vary significantly across the states. There is already
tremendous variability in existing efforts to address problem gambling in the United States, with per
capita expenditures on problem gambiing services, including prevention, treatment and research,

ranging from $1.36 in lowa to fess than one cent in Maryland {Marotta, Moore, & Christensen, 2011}.

9



248

With each state responsible for its own consumer protection and harm minimization requirements, and
with states invariably competing with one another for players and revenues, some states will implement
far less restrictive regimes than others and players, migrating to these less restrictive sites, will not
benefit from the tools that are put in place to protect consumers and prevent gambling problems.
While competition among online gambling providers ensures a cost-efficient and appealing consumer
product, a free market is likely to come at the cost of less player protection {Williams, West, & Simpson,

2008).

Some countries have enacted legislation that requires gambling providers to effectively mitigate
harm from the provision of gambling. For example, Germany has legisiation that, among other things,
requires all new gambling products to be reviewed by an advisory board of gambling addiction experts
prior to their introduction {Meyer, Hayer, & Griffiths, 2009). In Sweden, the responsible gambling
program implemented by Svenska Spel includes limits in marketing and advertising, a self-exclusion
feature, and a mandatory requirement for all players to set limits with regard to time and money. The
program also includes a seif-assessment {(GAM-TEST} where players can receive objective feedback on
their gambling habits. A required independent evaluation of the program, called Playscan

{http://www.playscan.com/), found that reasonable time and monetary limits were set by the majority

of players and, for those who set reasonable limits, most abide by those limits {Jonsson, 2012 in press).

Beyond the requirement that licensees establish self-exclusion programs, additional minimum
consumer protection and harm minimization requirements are needed in H.R. 2366. These shouid
include an opt-out requirement for players to set daily, weekly and monthly timits with regard to time
and money with changes only possible after a 24-hour cooling-off period, monthly financial statements,
and seif-assessment tests. All of these are measures supported strongly by Internet gamblers surveyed

worldwide (Parke, Rigbye, Parke, & Williams, 2007). it would be best if these consumer protection

10
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measures as well as the self-exclusion program were operated by a third-party, independent
organization rather than by the online gaming operators or the licensing state and tribal agencies. In
particular, this would allow players who wish to self-exclude to visit a single site where they can exclude

from alf of the domestic sites at one time rather than having to exclude themselves from each site

individually.

While establishing and enforcing these minimum consumer protections will be helpfui, these
measures will not be adequate without a mechanism to adequately fund prevention, treatment and
research on problem gambling in the United States. You heard last month from Keith Whyte of the
National Council on Problem Gambling who requested your support for H.R. 2334, the Comprehensive
Problem Gambling Act, which would set aside $50 miliion in gaming revenues to fund such programs. in
my view, this is the bare minimum required. The United States lags far behind other countries in this
regard: there has never been a Federal agency with primary responsibility to address problem gambling
and state funding for problem gambling prevention, treatment and, most especially, research is

approximately one-twentieth of the ievel in countries such as Australia and Canada {Volberg, 2009}.

Conclusion

While online gambling offers better possibilities, compared to land-based forms of gambling, to
implement player protection measures, there are unmistakable challenges in providing these tools and
ensuring that the players most in need of protection actually use them. If internet poker is legalized in
the United States, it will be important to ensure that these tools are available to piayers on all licensed
sites. It will also be important to establish an independent agency through which these tools are made
available to players in order to overcome th“‘e reluctance demonstrated to date by the online gambling

industry to implement cross-operator player protection tools {Dragicevic, 2011).

11
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The pre-commitment constraints that most online sites presently allow players to impose tend
to be voluntary and of reiatively short duration. These types of constraints are of primary benefit to
non-problem gambilers but are unlikely to héve a significant impact on the out-of-control behavior of
pathological gamblers {Griffiths, 2012 in press; Nower & Blaszczynski, 2010; Williams et al., 2008). This
is why additional resources are needed to provide for adequate problem gambling prevention,

treatment and research.

Online gambling is clearly here to stay and will continue to evolve with continual changes and
competition among internet gambling sites, with new demographic groups such as women and older
aduits entering the market, and with a growing number of jurisdictions legalizing and regulating these
activities. The question is what governments can and will do to create a safety net for their citizens, to
minimize the likely increase in the number of problem gamblers, to provide treatment for those
afflicted, and to ensure that research is undertaken to understand the impacts of internet gambling on

society {Gainsbury & Wood, 2011).

Thank you again for the opportunity to testify. 1look forward to answering your questions and

to assisting the Subcommittee in its future deliberations.

12
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Mrs. BoNO MACK. And I thank the entire panel, and we will now
turn to questioning, and I will recognize myself for 5 minutes.

And I would like to ask Mr. Fahrenkopf this question first. If
Congress were to enable Internet gaming, do you support the right
for States to opt-out of such a system and to limit any online gam-
ing participation by their residents to entrust State online oper-
ations under that State’s own control?

Mr. FAHRENKOPF. Absolutely. We are supporters, and always
have been, that the Tenth Amendment States rights must be recog-
nized. States should always have the right to determine what type
of gaming they are going to allow in their State, how they are
going to regulate it, how they are going to tax it. So we have no
problem with States opting out if they don’t want to participate.

Mrs. BONO MACK. And then once they’re opted out again, just to
be clear, that you can opt out and offer intrastate solely?

Mr. FAHRENKOPF. Well, some of the discussion, Mr. Campbell
was saying that UIGEA was the purchase—the purpose of that was
to outlaw Internet gambling. It really wasn’t. The purpose of
UIGEA, or UIGEA, as we call it, was to interfere with the financial
transactions that went on. The bill clearly did not say what was
legal or illegal.

But there is within UIGEA an intrastate exemptionfrom UIGEA.
There would still be a determination, as you know. The Justice De-
partment to this day says that Internet wagering of any sort is ille-
gal under the 1961 Wire Act. I don’t necessarily agree with them.
It is hard for me to believe that anyone in this august body who
was serving here in 1961 ever thought that there would be a world-
wide Web, that there would be the intent. So clearly there is is an
intrastate exemption from UIGEA for States to do intrastate activ-
ity, which would not violate that law. I am not going to pass judg-
ment on what the Justice Department is going to say. I happen to
disagree with their interpretation that that would be illegal.

Mrs. BoNO MACK. Thank you. And much of what you are talking
about, you are speaking to the ability to regulate, to have par-
ticular Web sites and those Web sites only. Yet in Congress we are
often dealing with rogue Web sites that are selling, you know, bad
prescriptions, bad pharmaceuticals. There are rogue Web sites that
are selling pirated intellectual property.

How do you propose that you make sure that the consumer can
truly know that this is a real Web site and a safe Web site, because
we are are dealing with this in so many other areas right now?

Mr. FAHRENKOPF. Well, as I said in my remarks, I think that the
way to go about this, in the wisdom of Congress, Internet poker
should be legalized. We have got to back, reiterate the 1961 Wire
Act, as well as adjust UIGEA to make sure that it can be used as
the vehicle to keep track of what, you know, other Web sites there
are. Now, I happen to believe that the free market will make a de-
termination.

Mrs. BONO MACK. But the free market right now is suffering
from rogue Web sites and from all of the bad prescription drugs
again, and from rogue Web sites that are coming from offshore
where the consumer has no concept whether it is a legitimate Web
site or not.
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So let me move on to Dr. Volberg, though, because time is so lim-
ited. All of you have expressed a desire to keep children and prob-
lem gamblers from gambling online. If Congress chooses to legalize
any particular or all online gaming, how would you prevent prob-
lem gamblers or minors from continuing to go wherever they can
place the wager, including the unregulated offshore operations I
was just talking about? Wouldn’t the dangers for these vulnerable
segments still persist?

Ms. VOLBERG. Well, the dangers would persist, but there are
ways to mitigate the dangers by placing sort of roadblocks in the
way. Certainly I am not an expert on how to do age verification.
You heard a speaker, or someone testified last time on that front.

The issue that I am most familiar with is the question of exclu-
sion programs and pre-commitment programs. And the thing to do,
or the step that we believe is most effective, is to get people before
they begin to gamble, to set up the constraints in terms of how
much money per day or per week or per month that they want to
spend, how much time they want to spend on those particular Web
sites, and to set that up ahead of time so that in the middle of sort
of the excitement of the action, they are not sort of going to lose
control and keep going longer than they wanted.

Mrs. BoNO MACK. Mr. Lipparelli, I would like to change the sub-
ject a little tiny bit toward travel gaming. I believe you have some
travel operations in Nevada.

Mr. LiPPARELLI. We do, in fact.

Mrs. BoNO MACK. OK. Can you explain briefly how they are reg-
ulated?

Mr. LIPPARELLI. Each of the tribes, I believe there are two, have
entered into State compacts where they have agreed to abide by
the State regulatory structure, so they follow our State regulatory
regime.

Mrs. BoNO MACK. Thank you.

Mr. Fahrenkopf, back to you. Should online gaming sites be re-
quired to help pay for the services needed to treat problem gam-
bling, or should the State use the revenue it receives to pay for the
services, or both?

Mr. FAHRENKOPF. Well, most of the experience that we have had
with land-based casinos as well as lotteries and the parimutuel in-
dustry, it varied State by State. In some States there is a—for ex-
ample, in the States that have river boat gaming, you have to pay
a fee to go on the boat, and a portion of that fee is set aside for
responsible gaming work.

So it varies from State to State, but either way it could, you
know, be effective if it was clearly drawn as a means to develop the
revenue. I might say that there is some real question, however, of
what adequate treatment is, and Rachel has been involved in this
business, as others, for 20 or 30 years as to what the proper treat-
ment must be.

For example, you have a State like Iowa that has had casino
gaming since 1989, they have raised a tremendous amount of
money, but in some cases they don’t know how to effectively spend
it. And that is why research is really the key where most of the
money should go, at least in the immediate future, along with some
of the programs that Rachel has talked about.
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Mrs. BoNO MACK. Thank you. And my time has actually expired
a while ago, so I am happy to recognize Mr. Butterfield for his 5
minutes.

Mr. BUTTERFIELD. I thank the chairman. Both bills that we are
talking about here today seek to prevent children from accessing
gambling sites, and that is certainly a good thing and we can all
agree on that. However, these two bills take different approaches
toward achieving the goal.

Mr. Franks’ bill and Mr. Campbell, 1174, gives the Treasury Sec-
retary broad regulatory and enforcement authority to implement a
licensing program for Internet gambling sites. This authority in-
cludes a requirement that the Secretary make sure that those li-
censees have various processes in place to prevent underage gam-
bling.

Mr. Barton’s bill, 2366, allows States to license gambling sites.
The bill requires the relevant State agencies to, quote, ensure to
a reasonable degree of certainty that the individual placing a bet
or wager is not less than 21 years of age, end of quote.

Let me this time go to my right. Dr. Volberg, would you have any
concerns with a State by State or even a tribe-by-tribe approach to
preventing children from accessing gambling Web sites?

Ms. VOLBERG. Well, I think actually the issue of preventing chil-
dren from gaining access to Internet gambling Web sites is an im-
portant one, because while the technology may exist on a State-to-
State level to implement those steps—and this applies to problem
gambling as well—there is not equal political will in every State to
implement those measures.

And so what you will get, as I mentioned in my testimony, you
will get variability across the States in terms of what they are will-
ing to do, what they are able to do. And as a result, I think that
some States will do a very good job, but other States are going to
do a much less good job of protecting both underage gamblers and
problem gamblers or people who are at risk.

I think another issue that I have great concern about because I
have done a number of adolescent surveys, is the number of youth
that access the Internet to gamble is extraordinarily high. In the
survey that we did in Oregon, 30 percent of our adolescents had ac-
tually gambled on the Internet. But most of those had gambled for
entertainment and not for money. And so when you are talking
about sort of educating young people about gambling, part of it is
occurring on the Internet, and I would like to see some prevention
measures and some education that goes along with, you know, pre-
venting them from actually gambling for money.

Mr. BUTTERFIELD. Do you think that this issue could be ad-
dressed through consistent across-the-board requirements at the
Federal level? And if it should be at this level, would you have con-
cerns if more than one agency provided oversight?

Ms. VOLBERG. I think when it comes to prevention and treat-
ment, or certainly prevention and research, that we have not seen
the States step up to the level that they have or that governments
have in other countries around the world. So I would say that those
two areas in particular do require a stronger Federal voice.
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Mr. BUTTERFIELD. We are going to have to have oversight if this
goes into law, I am just trying to find out what agencies should be
involved and could it be multiple agencies?

Ms. VOLBERG. I absolutely think it should be multiple agencies.
I think that—I have seen models internationally where that does
happen very effectively, but it does require the legislation to actu-
ally say that you have to coordinate these—you know, these depart-
ments have to coordinate.

Mr. BUTTERFIELD. Should any proposal in this area include some
additional minimum requirements to ensure that licensees don’t
target children? For example, should any legislation include stand-
ards for general advertising and marketing practices and online
sites, the specific targeting of minors, the system used by the site
to verify that the user is of legal age before they are allowed to sign
up? Would you quickly speak to that in 30 seconds?

Ms. VOLBERG. Yes, I believe there is a need for that.

Mr. BUTTERFIELD. All right, thank you.

Mrs. BoNO MACK. I thank the gentleman and recognize Mr. Bar-
ton for 5 minutes.

Mr. BARTON. Thank you, Chairwoman. I have a letter from
Alfonse D’Amato that was written to you on November 7, 2011, and
it is copied to all members of the subcommittee. I would like unani-
mous consent to put that in the record. It has been shared with the
minority.

Mrs. BoNO MACK. Without objection.

[The information follows:]



TO: CHAIRWOMAN MARY BONO MACK
FROM: ALFONSE IXAMATO, CHAIRMAN, POKER PLAYERS ALLIANCE

SUBJECT: - 10/25 HEARING, “INTERNET GAMING: IS THERE A SAFE BET?”
DATE: NOVEMBER 7, 2011
CGC: REPUBLICAN AND DEMOCRATIC SUBCOMMITTEE MEMBERS

Thank you for inviting me to testify before your subcommittee on the important topic of Internet
gaming regulation. As a representative of mote than 1.2 million poker enthusiasts, it was an honor to
present information to the subcommittee and to explain the merits of U.S, licensed and regulated
Internet poker. First and foremost, regulation must be about consumer protection. Today’s non-U.S.
regulated market leaves our citizens vulnerable and outsousces consumer safeguards to other
countties. Further, regulation of Internet poker is about restoring freedom; the freedom of adults to
spend their own money in their own home over their own Internet connection competing in a time-
honored game of skill. Finally, by protecting consumers and expanding freedom, the byproduct of
this good public policy is job creation and revenue. In these economic times we should thoroughly
examine every opportunity for fiscal stability.

The October 25t hearing was a good first examination of these issues. However, there are still
several unanswered questions. I encourage the committee to hold a legislative hearing on H.R. 2366,
the Internet Gambling Probibition, Poker Consumer Protection, and Strengthening UIGEA Act of 2077 In this
hearing the committee can more deeply examine the current best practices that are in use for Internet
gaming regulation across the globe. Questions about age-verification, problem gambling, bot-play,
and cheating have been routinely vetted by jurisdictions such as the United Kingdom, Italy and
France that have allowed their citizens to play on Intemet poker sites for several years. World
renowned experts in all of these areas are able to discuss best practices with your committee. In fact,
Washington, D.C.-based Aristotle, a leading provider of online identity verification systems, has
testified before Congress on the efficacy of keeping underage persons off Internet gaming websites!.
I also call your attention to a study conducted by Harvard University Professor Malcolm K. Sparrow
entitled, “Can Internet Gambling Be Effectively Regulated? Managing the Risks.”2 This
comprehensive study outlines technologies and policies that can be put in place to regulate online
gaming. Professor Sparrow has also testified before Congress on the findings of his study, and Parry
Aftab, who testified along with me before your subcommittee, mentioned this study as well,

In the meantime, T would like to address some of the unresolved issues raised in the October 254
hearing.

1 Testimony of Michael Colopy, Adstotle In¢., before the House Committee on Financial Services:
http:/ /archives.financialservices. house.gov/hearing110/0145_001.pdf

2 Can Internet Gambling Be Efectively Regulated? Managing the Risks, Professor Malcolm K. Sparrow, John F.
Kennedy School of Government, Harvard University: http:/ /wwrw.theppa.org/harvardstudy
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Poker Bots

With respect to computer programs that impersonate humans in Internet poker games, often called
“bots”, this is an issue that the worldwide Internet poker industry has been dealing with for years. A
significant amount of discussion was afforded this subject during the hearing based on testimony
provided by Professor Kurt Eggert. While I respect Mr. Eggert’s concerns, as he admitted during the
hearing, he is not an expert in the area of poker bots, Internet security, or cheating in online poker.
Thusly, his blanket statements about the prevalence of bot play and the inability to stop it should not
be considered a settled matter for this committee. Admittedly, I am not an expert on this subject
either, but ! do have important facts to present.

Under existing U.S. law, it is not illegal (at least not expressly s0) to use a bot on an Internet poker
site (though it would violate the terms and conditions for most poker sites), nor is it illegal to develop
and sell bots that target Internet poker, and there are companies that do so. H.R. 2366 would make it
a federal crime to use a bot on an Internet poker site o to sell a bot program in interstate commerce,
It would also require licensed operators to use “best of breed” technologies to detect bots and
remove them from sites. However, even apart from regulation, Internet poker operators have a
significant incentive to detect and remove bots from their sites in that the integrity of their sites is of
primary importance in the competitive marketplace.

To be clear, as a general rule, poker bots are not good enough to make money in high-stakes games.
Players in those games have a level of skill that current bot technology cannot match. It is true that
some of the best software developers have developed programs that are competitive with high-end
poker players, but players at that level generally know each other. A new or anonymous player at that
level would be subject to a much higher level of scrutiny. Instead, the way bot operators seek to
make money on Internet poker is by running a network of bots grinding out small amounts of
money in relatively low-stakes games.

For that reason, the larger Internet poker companies all dedicate substantial resources to detecting
and removing bot players. The first level of defense against bots involves monitoring the movement
of the mouse and the cursor on the screen. There are unique traits to the way humans move the
mouse that a bot cannot easily mimic. Once a player has been flagged as a probable bot, they can be
subjected to a CAPTCHA challenge, (a bot detection technique used by many industries wherein a
consumer is asked to re-type a series of distorted letters and numbers) or subjected to other
secondary measutes. Once a player is identified as a bot, most operators immediately seize that
player’s funds, ban them from the site, and flag their IP address and payment information to prevent
the bot player from seeking to come back under a different identity.

Beyond monitoring mouse movements, sites can also successfully detect bots by introducing subtle
changes to the player’s screen. Each piece of bot software is typically matched to the pixel-specific
graphics of a particular poker operator’s software, so that it can recognize cards, chips, etc. Humans
will continue playing normally when such changes are introduced, but bots will often be confused by
the changes and will effectively freeze up. A player that freezes up in response to such changes is
almost certainly a bot, and can be detected and removed.

There is another type of bot which does not play the game directly, but rather, monitors the game on
the player’s computer and directs the actions of the players. Obviously, such a bot (sometimes called
“click here” bots) cannot be detected by the movements of the player’s mouse, as the mouse is being
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moved by‘a human, However, such bots must still be able to monitor and read the screen, and the
subtle changes described above will frustrate such a bot.

Another line of defense for poker companies is to constantly monitor the marketplace to see what
bot programs are being sold. For example, one can easily buy a poker bot program at www.texas-
holdem-bot.com, However, the best sites have professionals constantly searching for online sites that
sell bot programs. Those sites” client (the downloaded application that tesides on the player’s
computer) will monitor what other programs the player is running; any player running a recognized
bot program will be flagged and removed from the site. (Merely changing the name of the program
will not hide it from the client) In addition, the best sites monitor chat rooms, etc. which are
frequented by bot operators and developers, where they share intelligence, etc.

Over tens of thousands of hands, any poker player will develop recognizable patterns of play --
folding, checking, or raising a particular percentage of the time in a particular situation. The best sites
have algorithms that monitor the “virtual fingerprint” of particular players. As stated above, most bot
operators seek to make money by running the same bot as multiple players at multiple tables on a
particular site. When a site detects that many different players on its site have identical play patterns,
it recognizes a high probability that those players are all the same bot, and those players will be
subject to higher scrutiny. Similarly, when a particular player is discovered to be a bot, the operator
will then quickly flag and remove all players with identical play patterns.

In closing, many e-commerce industries are fighting the problem of people who seck to use bots
fraudulently; the issue is not unique to Internet poker, though Internet poker does present some
unique challenges. Today, the technology exists to detect and remove nearly all bot players on
Internet poker sites. As artificial intelligence technology improves, the bot threat will be greater, but
Internet poker operators have a huge incentive to invest further in their R&D budgets in order to
develop ever-better technology and practices to detect bots. HL.R. 2366 would require an on-shore
Internet poker industry to use the best available technology and practices to detect and remove bots,
and would make it a crime to commercialize bot technology. Today, the best sites go to great lengths
to detect and remove bot players, and the worst do not. In passing H.R. 2366, Congress would limit
Americans to playing on sites that protect them against bots, and would provide greater protection
for U.S. players.

Identification of Skill Levels

Mz. Eggert shared his thoughts regarding the perceived disadvantage unskilled players could have to
highly skilled opponents with the subcommittec. Based on his testimony comparing online poker to
slot machines, his vision for the game seems to be one with no winners. Rather, he seems to believe
players should happily lose their money to the “rake” over time, much like people mindlessly pulling
a lever of a slot machine. This idea is squarely at odds with the viewpoint of the poker community.
Our membership (correctly) sees poker as a competitive game where skillful play is rewarded and
encouraged, not sanctioned.

It is unfortunate that Mr. Eggert — an expert in consumer advocacy but not in poker — chose to
categorize winning players as “predators.” Players and the industry alike see the fact that poker can
be beaten with skill as a defining, positive characteristic of the game. Winning players are an integral
part of the game. They are not predators. . .they are skilled competitors.
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Mr. Eggert is correct in stating that poker is a game of skill. One of the skills of the game of poker is
in evaluating the abilities of the competition. Players can observe one another before making the
decision to play a single hand. Additionally, as skillful players generally migrate to higher table stakes,
all players have the option of choosing table stakes that can generally be expected to provide for an
appropriate level of overall opponent skill. Finally, there are many instructional poker books available
and many poker websites offering free poker training and strategy discussion. Every player will have
a fair opportunity to acquire the skills needed to enjoy the game of poker.

In shott, in my opinion a Congressionally-mandated player rating system would be a solution looking
for a problem.

Internet Service Disruption

During the hearing Chairwoman Bono Mack asked what would happen if Internet service was
disrupted while someone was playing online poker. In short, nearly every non-U.S. regulated Internet
poker site has clearly stated policies and procedures in place to address this issue. The response varies
depending on the type of poker game (cash game or tournament) the player was engaged in during
the disconnection of service. In any scenatio, the affected player hand will be folded if he or she is
unable to reconnect after an interval of extended time, as defined by the site’s policies, has expired. If
multiple players were engaged in the hand the play would continue as normal. If only two players
were in the hand then the non-affected player would be awarded the pot if the player who has lost
service cannot reconnect in the allowed timeframe. Best practices in this area can be found by
reading the Frequently Asked Questions and Tournament Rules? from PokerStars.com, the world’s
largest online poker room that is licensed and regulated in multiple jurisdictions.

We would encourage that U.S. regulation require that operators make clear to their customers what
happens during a disruption of service.

Comparison of Regulated Internet Poker to Legalization of Drugs

A comparison was made during the hearing that arguments for regulation of Internet poker are akin
to arguments for the legalization of drugs. Let me be clear, there is no comparison whatsoever. Poker
is a fpal activity in neatly every state and has been played kgadhy in people’s homes for almost two
centuries. This cannot be said for the use of illicit drugs. Further, state and local governments are the
largest providers of gaming services, whether directly through the lotteries or indirectly through
regulation of pari-mutuel dog/horse racing, card rooms and other commercial gaming. Today, 48 of
50 states authorize some form of gambling. It seems unconscionable that an activity that is legal
offline would be prohibited simply because it is offered over the Internet. This attitude is akin to
outlawing the sale of shoes over the Internet because the same service is offered in a brick and
mortar establishment. We believe that Internet poker should be appropriately regulated and available
to adult consumers in a safe and accountable marketplace just as it is currently available to them
offline.

Again, thank you for inviting me to testify and for the opportunity to present this additional
information. Should you or your staff have further questions, please do not hesitate to contact me or
the PPA’s Executive Director, John Pappas.

3 A sample disconnect policy can be found at the PPA website: hup://theppa.org/sampledisconnectpolicy
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Mr. BARTON. I want to ask my first question to Professor
Volberg. You kind of just alluded in passing that your study of peo-
ple that play poker on the Internet, they often tend to be young
men with high educational levels; and then you looked directly at
me and said, “and a few older men.”

And I want the record to show that I am 62.

Mrs. BoNO MACK. With objection.

Mr. BARTON. That classifies as old, I guess, but I have never
played online for money. I play online for play money, but not for
money. But I respect those that do play for money, and a number
of young men in my district play professionally and make a living.

Could you comment a little bit more on the demographics of the
average online poker player?

Ms. VOLBERG. Well, I will be happy to do that. I would just
would like to say that I said older, rather than—I did not mean
any disrespect.

In terms of the characteristics of online gamblers, this is not ac-
tually a study that I have done, it is a study that—a number of
studies that have looked at online gamblers and online poker play-
ers as a subclass of online gamblers. And the E. Koeger study is
the specific one that I was referring to here, where they found
that—they looked at the demographic differences between online
poker players and online casino gamblers. And what they found,
that while the online poker players tended to mostly be, or the ma-
jority of them were young men between the ages of 18 and 24 with
relatively high levels of education and income, in contrast the on-
line casino gamblers were primarily or a majority were older
women with relatively lower levels of income and education.

Mr. BARTON. But on the poker player demographic online, my ex-
perience is that they tend to be very sharp. They all know the prob-
abilities, they all know the permutations. Most of them excel in
math.

If you watch the World Series of Poker, which is not online, but
if you watch the World Series of Poker on ESPN, they all appear
to be MIT engineering people. I mean, they are not people, though,
that you would tend to say could be taken advantage of, that don’t
know what they are doing, that need to be protected. I mean, they
are folks that are fully aware and feel that they have the ability
to have a competitive edge. Wouldn’t you agree with that?

Ms. VOLBERG. I think that that is certainly characteristic of the
individuals that you described as professional poker players, people
who make a living.

I think there are lots and lots of young men out there and some
young women who also are very smart and also are very well edu-
cated.

The issue is not so much the folks who, you know, know the odds
and know what they are doing, it is people who are coming into an
activity where they sort of think that they have gotten pretty good
because they have been playing on a free play site, and then they
decide to do it for money and they go in and their expectations are
a little unrealistic because the free play sites are set up differently.

Mr. BARTON. I have only got about a minute left. I want to ask
the chairman of the Nevada Gaming Commission, in your opinion
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would online poker, would it hurt or help mainline brick-and-mor-
tar casinos?

Mr. LiPPARELLI. I think it is been our experience that if there is
an impact, it is already reflected in operations. Clearly there is a
lot of online gaming happening now. It has exploded in the last 7
years, so if there has been a direct impact, it is probably already
being felt.

I think the industry participants that we talk to frequently see
an opportunity there, but they see it as a compliment rather than
something that would impact their businesses directly.

Mr. BARTON. OK. And my last question to Mr. Fahrenkopf. There
obviously are some very delicate issues in terms of sovereignty of
the Indian tribes and their casino operations and their regulatory
approach versus for-profit casinos.

Do you feel that those issues can be handled in a fair fashion so
that the Indian tribes concerns, because of their status, can be ad-
dressed in a fair way?

Mr. FAHRENKOPF. We totally respect the sovereignty of the
tribes, and that is why, as I indicated in my initial remarks, I have
been doing this for 17 years, and for 17 years I have been saying
that no law should treat any type of legal gaming different than
the others. So no one should get a leg up or be hurt between
whether you are talking about our industry, whether you are talk-
ing about Native American gaming, whether you are talking about
the parimutuel industry, or whether you are talking about the lot-
tery business.

Mr. BARTON. OK. Thank you, Madam Chairwoman.

Mrs. BoNnO MAck. Thank you Mr. Barton. The chair recognizes
Mr. Towns for 5 minutes.

Mr. TowNs. Thank you very much, Madam Chair. And of course
I want to thank you and Mr. Butterfield for having this hearing in
terms of bringing the very stakeholders together to have a discus-
sion to determine whether, you know, whether we move forward or
not, and if we do move forward to make certain that we are doing
it in a very effective manner.

Let me begin with you, Mr. McIntyre. I want to make certain I
understood your testimony. You appear to be concerned about the
loss of State revenue, you know, being diverted from the lottery
play to online casino play. Wouldn’t ensuring that the share of tax
revenue from online poker make up the difference?

Mr. McCINTYRE. One of the difficulties is, Mr. Congressman, is
there is no State tax in New Hampshire, so there is that issue.
There is no State income tax and there is no gaming tax in New
Hampshire.

But one of the difficulties we have is our research suggests that
32 percent of our players—strike that—30 percent of the New
Hampshire citizens visit a casino once a year, 45 percent of our
players have visited within the last year, and 53 percent of our reg-
ular players have visited one or more times a year. So I firmly be-
lieve they draw from the same wealth.

I don’t think it would have an impact directly, immediately. 1
think it would be over the long term, given the statistics suggested,
in terms of the demographic that it is a younger player. Lottery
lives and breathes in the demographic of 35 to 60 years old, and
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that is not where even a poker player is now. It is where the folks
who are in Internet poker will be in 20 years.

So it is not for me that I make this case. It is for my successor
or my successive successors in terms of the impact on lottery reve-
nues, Congressman.

Mr. TownNs. Thank you very much. Let me go to you, Mr.
Lipparelli.

Given the longstanding role of States authorizing and regulating
gaming within their own borders and the fact that New York State,
which I come from, has a very sophisticated regulatory structure
for gaming, are the States best positioned to handle this new for-
mal wagering?

Mr. LipPARELLI. I think it has been our consistent position since
this topic came up that we actually support a national model that
gives the States some degree of framework to regulation. Given
that this is an activity that crosses State borders, it is important
to have some amount harmonization among those States. I think
there can be particular levels of additional scrutiny that any State
might want to impose, that there ought to be some ability to try
to harmonize what would be a national business. Today, as you
might know, there are 48-some different regulatory structures. And
from a private industry perspective, many of which operate in our
State, it is become increasingly problematic and increasingly ex-
pensive to be responsible, to be answerable to 48 different regu-
latory regimes. So our position from the State of Nevada is that we
clearly support some kind of national solution.

Mr. TownNs. To you, Mr. Fahrenkopf. Again, a little over a
minute left. Has the ban on online gambling prevented Americans
from gambling online? Has there been any

Mr. FAHRENKOPF. No. I think, Congressman, as the testimony
from actually all three of them, your fellow Members of the House
who were here on the earlier panel, Internet wagering has just ex-
ploded. It actually started back early around 2003 and -4. The pas-
sage of UIGEA, which was with all good purpose trying to put a
dent in that, we have seen has really not been as effective as it
should be. And that is why we believe that has to be amended to
make very clear what is legal and not legal. And regulation, tax-
ation, is the best way to protect those people who might be vulner-
able to the things that Dr. Volberg is talking about and what Con-
gressman Wolf is concerned about.

Mr. TowNns. Let me announce I am not a poker player, but how
vxﬁ)ulc}? I know, if I am playing, that I am not playing against a ma-
chine?

Mr. FAHRENKOPF. We submitted some additional testimony to
the panel after the last hearing that got into that question, because
there was some discussions of the use of bots and other types of
mechanical, if you will, players, rather than regular players.

And the technology that we have seen from those jurisdictions
primarily in Europe, they have developed software which can—and
Mr. Lipparelli probably knows more about this than I do—software
that can monitor the way bets are being placed—actually, believe
it or not, where the mouse is and where it is being pushed on a
certain period of time to determine whether or not there is a prob-
lem.
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But interestingly enough, most of the bots that have been discov-
ered have been discovered because other players, human players,
have realized that something id not right with the way the game
is going and report it.

But maybe Mr. Lipparelli can tell you a little more about how
the bots can be handled.

Mr. LiPPARELLI. Mr. Towns, I spent a better part of 2-1/2 years
looking at the various technologies that exist, and one thing that
is becoming abundantly clear to me is that you can probably get
away with trying to cheat a system or trying to play as an under-
age gambler or trying to utilize the services of the bot, but you will
be uncovered fairly quickly. The analytical tools that are now being
deployed as part of these systems have become very robust, so you
might be able to get away with it once, but you are going to leave
big fingerprints behind.

Mr. TowNs. Thank you, Madam Chair.

Mrs. BoNO MACK. Thank you, Mr. Towns, I appreciate it. And
recognize Mr. Bass for 5 minutes.

Mr. Bass. Thank you, Madam Chairman, this is a quick follow-
up to Mr. Towns’ question. Are bots illegal?

Mr. LipPARELLI. Well, I think the only way I could answer that
is depending on what that it is. You would have to define it. There
are many people that will use the player’s aid on another computer
to give them basic strategy play. That would probably not be illegal
in most people’s mind. The use of some kind of an electronic device
to gain an advantage, which is how we define cheating a game in
Nevada, would probably be illegal.

Mr. BAss. But the bill wouldn’t address that, would it? Or does
it?

Mr. LIPPARELLI. I am not sure whether it does or doesn’t.

Mr. Bass. I have a general question for all the witnesses. I be-
lieve that Mr. Barton’s bill limits licensees to gaming facilities, I
don’t know what the definition is, casinos and so forth.

Mr. Mclntyre is here today from the New Hampshire Lottery.
Lotteries, as he testified, have been around a long time. They have
their own infrastructures and so forth that guard against cheating
and fraud and corruption and so forth. Why shouldn’t they be able
to run online poker if they chose to do so? I am directing that to
any member of the panel.

Mr. FAHRENKOPF. As I said, any piece of legislation must treat
all the legal gaming entities the same, lotteries as well as land-
based casinos, Native American tribes and the parimutuel indus-
try. So if the State wants to have their lottery offer online poker,
I have no objection with that. I don’t think that that would violate
the rule.

Mr. Bass. Others?

Mr. McCINTYRE. Congressman Bass, certainly I thank you for
your comments and I certainly believe that we would be able to
handle that function similar to our neighbors to the north, the two
Canadian lotteries that run this now, the Atlantic Lottery Corpora-
tion, representing our neighbor directly to the north, as well as the
British Columbia Lottery, which runs that function very well.

Mr. BAss. Mr. Lipparelli.
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Mr. LIPPARELLI. Yes, I share the views of the panelists, that I as
a regulator—we abide by what our State law says. So in our case
we would obviously follow that.

The only comment that I would add to the question posed by Mr.
Towns and Mclntyre, there are several foreign markets that are ex-
periencing the impact of a failure to regulate on existing money-
raising kinds of organizations. There are several lotteries and other
kinds of organizations that in large measure rely on the proceeds
of gaming activity and have highlighted the fact that illegal gaming
activities are starting to have a real negative impact on their rev-
enue flows. So given, you know, the kinds of organizations that are
out there that benefit from gaming, it is a huge question to them
as to why not regulate.

Mr. Bass. So, in conclusion, none of you have any objection to
amending the bill to expand the scope to allow or to give the oppor-
tunity for State lotteries to participate on an equal level and not
have the 2-year hold-harmless period before they could be involved
in the same online poker activities as the casinos would be allowed
to do upon enactment of the bill?

Mr. FAHRENKOPF. Well, I am not here representing anyone sup-
porting either of the pieces of legislation. We have not made a de-
termination—I would say, however, that one of the—anyone who
knows anything about online poker knows that for it to be success-
ful there must be liquidity, which means you have to have a lot of
players.

And whether or not a State as small as Nevada or New Hamp-
shire or other States could generate the liquidity with an intra-
State online poker operation to really make it worth their while is
a real question that is out there. Now maybe States as California,
Florida, some of the bigger States, you would have that liquidity.
But again, as I say, I have no opinion on either of the pieces of leg-
islation that are now being considered.

Mr. Bass. Well, any other comments?

Mr. McCINTYRE. Certainly if the legislature of New Hampshire
authorizes us to do so, we would welcome it. And liquidity is a mat-
ter to be determined based on the players of New Hampshire. But
about 5 percent of our players and 5 percent of the State play now
online currently, so it is about 60,000 people. So I imagine, based
off of our brand recognition, which is 72 percent favorable amongst
the citizens of New Hampshire and 85 percent favorable rating
amongst our players, I would imagine that would increase.

Mr. BAss. Thank you, Madam Chairman.

Mrs. BoNO MACK. Thank you, Mr. Bass. Mr. Harper, you are rec-
ognized now for 5 minutes.

Mr. HARPER. Thank you, Madam Chairman. And I appreciate the
witnesses being here and taking their time to enlighten us.

And if I may start with you, Mr. McIntyre, I believe you said ear-
lier that the State of New Hampshire received, I believe, $1.5 bil-
lion towards education since the lottery began; is that correct?

Mr. FAHRENKOPF. That is correct, sir.

Mr. HARPER. OK. And how much money has been sold or re-
ceived for the sale of the lottery tickets, the total amount spent?

Mr. McINTYRE. Within State?
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Mr. HARPER. Out of the 1.5 billion that went to education, what
was the total amount bought or spent on lottery tickets during that
time?

Mr. McINTYRE. It is difficult to characterize because the amount
of prizes going back to the players has varied over 50 years. But
currently, of a dollar spent, 67 cents goes back to the players in
terrflgs of prizes. We keep about 25 cents on the dollar in terms of
profit.

Mr. HARPER. Just a curiosity. Do you have to physically go to a
vendor to purchase the lottery ticket, or is that done online?

Mr. MCINTYRE. It is done through a computer system that com-
municates through multiple methods, and you purchase it at a con-
venience store, supermarket, and the rest.

Mr. Bass. Will the gentleman yield?

Mr. HARPER. Certainly, I will yield to the gentleman from New
Hampshire.

Mr. Bass. Mr. McIntyre defines online as being on a telephone
line. You are talking about the Internet. Internet sales are not

Mr. HARPER. I will certainly clarify my question. Are there Inter-
net sales, or does an individual buying a lottery ticket in New
Hampshire have to go to a store vendor to buy it?

Mr. MCINTYRE. 99.6 percent of our sales are through a store. A
very, very, small portion of our sales, what we call subscription
sales, which are done through the Internet, and it represents less
than half of 1 percent of our overall sales.

Mr. HARPER. Thank you. You know, one of the concerns, as we
look at this, is, for instance, in my district we have the Mississippi
Band Chocktaw Indians, who have land-based casino gambling.
And it is hard for me to envision how opening this up, which would
require more players, would require folks to do that for it to be a
profitable venture, how that will not have a negative impact upon
destination gambling. And I would like to hear a response on that
from whoever would care to answer?

Mr. FAHRENKOPF. Congressman, some years ago we at the Amer-
ican Gaming Association, which is most of the land-based casinos
in the country in the commercial area, looked very closely at this.
The question is cannibalization. If, in fact, Internet poker was al-
lowed, would it cannibalize the business of the brick-and-mortar
companies?

We looked at, for a very, very long time, we came to the conclu-
sion that it would not; or if it did, it would be very marginal be-
cause we are only talking about poker. Our position is it should
only be poker.

We are more in line with the Barton bill’s approach than we are
with the Frank-Campbell bill’s approach.

Mr. HARPER. OK. Well, let me stop you for just a moment. If we
are looking over all at a broader bill, more than just poker, would
that not expand or increase the probability that it is going to hurt
destination gambling?

Mr. FAHRENKOPF. It could, although the demographics of the peo-
ple who play online, as Dr. Volberg has talked about, particularly
young men who are between the ages of 18 and 24, higher edu-
cation, they tend to not be the same people who go to land-based
casinos.
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Mr. HARPER. OK.

Mr. FAHRENKOPF. So our position was that the end result would
be it would be a new profit center rather be very much of a deterio-
ration in the business of land based.

Mr. HARPER. All right. One of the arguments that has been used
to support Internet gambling in the U.S., legal, is that we have
these offshore sites that can’t be controlled.

Well, if we do this, how—are we still in the situation of not con-
trolling what is that problem? How are we controlling that? Why
shouldn’t we first look towards coming out with a way to perhaps
block all payments to them before we look at expanding it here, be-
cause I don’t see how we are going to do that. And Dr. Volberg, I
believe, has had some, maybe in your written testimony, is you are
going to have a higher cost for the regulated version versus the off-
shore unregulated version, and what is to keep players from still
going offshore?

Mr. FAHRENKOPF. I would answer that in two ways. As I at-
tempted to answer earlier to the chairperson’s question, the market
will take care of some of that, not all that. In other words, people
who are going to gamble online, whether or not they would rather
gamble with the brands they know, U.S. companies that they
know, rather than going offshore to some outfit that is located in
the Caribbean island or somewhere. So the marketplace will take
care of some of that.

The other step will be going back and strengthening UIGEA. The
original purpose of UIGEA was exactly what you pointed out: how
to block these transfers offshore. We have to go back and strength-
en that act by making clear what is legal and what is illegal to give
guidance to American banks and financial institutions so they can
effectively block those.

Mr. HARPER. Shouldn’t we do that first before we proceed with
anything else?

Mr. FAHRENKOPF. Well, I am not sure which should be first. I
think you can both do it at the same time.

Mr. HARPER. Thank you, I yield back.

Mrs. BoNO MAcK. Thank you Mr. Harper. Mr. Lance, you are
recognized for 5 minutes.

Mr. LANCE. Thank you very much and good morning to you all.
This is very interesting to me, and I want to thank the director
from New Hampshire regarding his remarks concerning New Jer-
sey. And New Jersey certainly has learned a great deal from New
Hampshire.

And to Director McIntyre, it is my understanding that regulatory
bodies here in this country and also abroad often rely on the inde-
pendent testing laboratories for confirming that equipment used in
gaming is fair for consumers. I am also told that some foreign juris-
dictions that currently allow Internet gaming have similar testing
requirements, not only for fairness issues but also for verification
and location matters.

My question to you, and perhaps to others on the panel as well,
is to what extent, if at all, do you think that statutory change here
should include such requirements?

Mr. MCINTYRE. I mean, certainly—Congressman, thank you for
your comments and you have a wonderful lottery. One of the con-
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cerns we have is integrity, and we test and retest and retest, and
we use outside testing firms. We use outside testing firms to test
the testing firms for that very reason, sir.

So I think in terms of an outside firm like Gaming Laboratories
or the rest that offer the services and the protocols to test systems,
I think that is actually an excellent idea.

Mr. LANCE. Yes, thank you. And would others on the panel have
a opinion, the director in Nevada?

Mr. LiprPARELLI. Certainly, Mr. Lance. I spent 20 years in the in-
dustry, 18 of which was submitting products to testing labs around
the country. And I have some colleagues that operate in other juris-
dictions that don’t see as much value in pretesting. I see incredibly
high value in that, and I don’t think there would be any regime
that we would consider that would allow someone to deploy gaming
technology that is not subjected to high assurance and pretesting.

Mr. LANCE. Thank you. That was my view as well, and I would
hope it might be included in the legislation or at least in some pro-
vision that would permit that based upon rule and regulation.

On another area, on cannibalization, I am concerned to some ex-
tent whether this would be competition, not only for various as-
pects of the regime but also, for example, for State lotteries.

And to the two gentlemen who are certainly involved in this, do
you think that there might be only a certain gaming amount, a pie,
and would this lead to cannibalization of lotteries, obviously an
issue of importance to those of us in New Jersey who rely on our
State lottery?

Mr. LipPARELLI. Well, I guess it is more my personal views than
my role as a State regulator, but as a State regulator we do have
the economic health of our industry to consider. I think what is
ironic about the circumstances that exist today, the legitimate li-
censed operator who cares for their patrons and establishes poli-
cies, is that this distinct disadvantage to those who are really
under no penalty of prosecution for playing in this field today.

So we have got this incredible imbalance, people we enjoy great
relationships with, people who take lots of time and energy and
money to keep their operations aboveboard, competing against
those that have no view of that. And so I think to the extent that
there is, again, an erosion of market share, that is occurring today
without abatement.

Mr. LANCE. Thank you. Mr. McIntyre, Director McIntyre.

Mr. McCINTYRE. Yes, Congressman. I certainly use the example
frequently related to the gambling pie and suggest that Nevada, in
its own decisions, has no State lottery. And they have avowed re-
peatedly that it is because they don’t want to compete. So I cer-
tainly believe that in terms of there being a finite number of dol-
lars, I believe that to be true.

Mr. LANCE. Thank you. And Chairman Fahrenkopf?

Mr. FAHRENKOPF. Congressman, if a State is concerned about
cannibalization of the lottery, its State legislature and Governor
can make a determination to opt out and therefore their lottery will
not be in danger.

Mr. LANCE. Yes, thank you. That would be my view as well. And
regarding pies, to all of you, a happy Thanksgiving.
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Thank you very much, Madam Chair. I yield back the balance of
my time.

Mrs. BoNO MACK. I thank my sentimental colleague and recog-
nize Mr. Guthrie for 5 minutes.

Mr. GUTHRIE. Thank you, Madam Chairman. I was kind of inter-
ested, and I have looked through the testimony written, and Mr.
Fahrenkopf and Dr. Volberg, both of you cite credible studies, looks
like the people who did the studies have good curriculum vitae, but
you come to different conclusions about expanded online gambling
and expanded access for problematic gamblers or people who are
addicted to gambling.

Could you gentleman explain, you both had studies that showed
completely two different results. Do you want to explain your
study, and then your study, Dr. Volberg——

Mr. FAHRENKOPF. Well, I think the important words that I said
with regard to online gamblers, they are not more likely to be path-
ological gamblers.

If you take into consideration what I call the allowances that are
made for participation in other gambling activities, and that is one
of the problems with some of the studies that have been done and
have been cited by Dr. Volberg.

I also realize that her studies, one of her studies had 139 people
or 135 gamblers, another had 179, and that is why I used the Har-
vard studies, 40,000 gamblers online in Europe who have been ex-
amined. And I just think the weight of the evidence goes that way.

But Dr. Volberg herself admits that you have got to be careful
with your sample to make sure that you don’t oversample with
young men who are more likely to be those individuals included.
And I am not sure whether in those surveys that she cited in her
written documents——

Mr. GUTHRIE. The 40,000 Harvard study had the same percent-
age of psychological gamblers; is what you are saying they had the
same percentage? So there was not an evidence of an appreciable
different percentage of problem gamblers online as it is in a casino.

Mr. FAHRENKOPF. I think the numbers were very different with
regard to the conclusion as to whether or not just Internet gaming
itself is going to create more problem gamblers or whether or not,
as Dr. Volberg has quoted in a number of her studies, it is just an-
other element that a problem gambler is going to play; in other
words, they are going to——

Mr. GUTHRIE. Dr. Volberg, do you want respond?

Ms. VOLBERG. With all due respect to Mr. Fahrenkopf, the very
small sample that he cited there, it looks like those results are
from the Nevada survey that we did in 2002.

Mr. FAHRENKOPF. No, it was a California study, 135 Internet
gamblers.

Ms. VOLBERG. One hundred thirty-five Internet gamblers out of
a total sample of 7,121.

The part that, you know—it is very difficult in a forum like this
to get down into the nitty-gritty of research studies, and I would
invite all of you to come to the National Council’s annual con-
ference and listen to these things be debated.

I think that in my mind, there is very clear evidence that prob-
lem gambling rates amongst Internet gamblers are extremely high.
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They are three to four times higher than they are amongst people
who do not gamble on the Internet but do other forms of gambling.

The issue is that most people who gamble on the Internet also
do other types of gambling. They are casino players, they play the
lottery, many of them are horse betters, and so on and so forth.
And so when you do an analysis it is very important to control for
those things.

In the California survey that Mr. Fahrenkopf has just referenced,
we found that only that very small number or very small propor-
tion of about 2 percent of our sample had gambled on the Internet,
but 11 percent of them scored as pathological gamblers and an ad-
ditional 20 percent of them or 19 percent of them scored as subclin-
ical problem gamblers.

And when you did a statistical analysis that controlled for the
demographics for co-morbid disorders, for other types of gambling,
the Internet gamblers were actually 10 times more likely to have
a gambling problem than the people who were not gambling on the
Internet.

Mr. GUTHRIE. Wouldn’t you say that because you can do that
anonymously, because some people do things on the Internet they
don’t do in public—I mean, that is what we—is it because they can
do it anonymously? Is that why you see it at higher rates or access,
because nobody sees you walking into the casino and gambling, see
you are on the Internet, and other forms of behavior people have
done on the Internet you can’t believe they have done. We have
had a problem in Kentucky State Government where people are
doing stuff on the computer that is just unbelievable. And is it be-
cause of the anonymity of it all that you don’t think somebody can
find you?

Ms. VOLBERG. I think it is the anonymity. It is also the ease of
access. It is the fact that, you know, there are no external controls
in terms of, you know, being socially visible to other people. I think
that there is a number of different features of the Internet gam-
bling that are of great concern to people who are concerned about
the issue of problem gambling.

Mr. GUTHRIE. Thank you. I see my time has expired. I yield back.

Mrs. BoNO MACK. Thank you. Dr. Cassidy, you are recognized for
5 minutes.

Mr. CAssIDY. Again, this has been a very informative panel. 1
think at least a couple of you must have read some of the questions
I had last time. If not, you are incredibly intuitive, in which case
I want to gamble with you on your side, not against you.

On the other hand, Dr. Volberg, you and Mr. Fahrenkopf actually
pose some different conclusions. I think I read in your testimony
that worldwide there is about 4 billion played on Internet gam-
bling, and Mr. Fahrenkopf estimates that there would be 2 billion
in tax revenue generated. Now, those numbers seem incompatible
unless you are imagining, Mr. Fahrenkopf, that there would be a
dramatic escalation in the amount of online gambling, or if you dis-
agree with Dr. Volberg’s statement that there is 4 billion only.

Mr. FAHRENKOPF. One of the problems with anyone
guesstimating what the tax revenue that is going to be generated
is, is we are dealing with an unregulated industry. So what we are
doing, any of us who are trying to estimate it, would be we are
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dealing with offshore companies that are trying to give us esti-
mates.

For example, there was a PriceWaterhouseCoopers report that
was actually filed in the Financial Services Committee in the last
cycle that said there would be $49 billion in revenues. Well, there
were a lot of assumptions you had to make. It was that every State
would opt in. I mean that it would include sports wagering. I mean,
you have got to look at it carefully.

I tend to go on the low side because I just don’t feel there has
been sufficient evidence out there of exactly what the bottom line
would be, plus we don’t know what the tax structure would be if
legislation would be passed.

Mr. CAsSIDY. But if it were taxed too much, it would drive people
to the illegal offshore sites. So, that is——

Mr. FAHRENKOPF. That is the problem they are have right now
right now, Congressman, for example, in Great Britain. In Great
Britain, they put in place such a high level of taxation on Internet
gaming companies that most of the companies have left and have
gone to the Isle of Man, have gone to Gibraltar, have gone to other
places to locate because

Mr. Cassipy. Now, that is a nice segue, just because I am out
of time, and I am going to be out of time.

Dr. Volberg, your testimony also points out that in places like
France and in Britain, 25 to 33 percent of the people still are off-
shore, if you will, at illegal sites.

Ms. VOLBERG. It is actually the opposite way around. It is only
about 25 to 40 percent of domestic players in those markets who
play exclusively with the domestically provided and regulated sites,
and it is the remainder of the market, as I understand it, or the
remainder of the players who actually continue to play either on
out-of-jurisdiction sites or use a mix of domestic and nondomestic.

Mr. CAssIDY. So we really shouldn’t view this as a cash cow for
State treasuries because if we tax it too much we will just drive
people offshore. That is a fair statement?

Mr. FAHRENKOPF. Well, I think—that is why I say we have to
tighten up UIGEA and give the banking facilities in this country
the guidance that they will need to stop financial transactions with
those offshore operations. That will stop it.

Mr. CaAssiDy. Although going back to what Mr. Frank said, if
people wish to do so in this age, it is hard to imagine you can some-
how keep them—although I enjoyed some of your testimony about
tﬁe online protections you could create, and thank you for adding
those.

There is also a little discrepancy. Dr. Volberg, you mentioned,
one of the things—I don’t have my glasses on, I am sorry, I can’t
see. Fahrenkopf?

Mr. FAHRENKOPF. Yes, it is.

Mr. CAssiDY. I apologize. Mr. Fahrenkopf, you mentioned that in
one of your references that only 2.5 percent of college students play
online Internet. But Dr. Volberg, I thought maybe you or someone
else I saw referenced said 30 percent of high school—of college
males are online. Do I have my numbers totally confused?

Ms. VOLBERG. I think there might be some confusion about the
numbers because
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Mr. Cassipy. What is the prevalence of Internet gambling
amongst college males?

Ms. VOLBERG. I wish I could answer that because we do not have
any recent surveys that tell us what Internet gambling participa-
tion rates are in the U.S. population.

I would estimate, based on what we have seen in some of the re-
cent State-level studies, like the California study that came up ear-
lier, is that probably while about 2 percent of the general popu-
lation gambles on the Internet, amongst college-age males it is
probably going to be closer to 8 to 10, possibly up to 15 percent.

Mr. Cassipy. OK. It is different from the 2.5 percent of all stu-
dents, even if it is 50 percent female/male.

Mr. FAHRENKOPF. There has been a recent study of 10,000 col-
lege students.

Mr. CAssiDy. That is the one I am quoting.

Mr. FAHRENKOPF. Yes, they found that almost 2.5 percent had
gambled on the Internet and only six-tenths of a percent did so
monthly or more frequently. That is from LaBrie.

Mr. CassiDY. Now that prevalence is far lower. That is why it
seemed odd.

Ms. VOLBERG. No, that is 2003 that it was published.

Mr. FAHRENKOPF. 2003. That is right.

Mr. CassiDy. I see. That is dated data, if you will.

Mr. FAHRENKOPF. Yes.

Mr. CassiDy. Well, I have other questions, but I am out of time.
I yield back.

Mrs. BoNO MACK. Thank you, Dr. Cassidy. And the chair recog-
nizes Mr. Olson for 5 minutes.

Mr. OLsoN. I thank the chairwoman for hold this hearing and
also thank the witnesses for your testimony, your time, and your
expertise. It is almost over.

I would like to limit my comments this morning as to what is
going on in my home State of Texas in regards to legalizing gam-
bling, issues with UIGEA, and one question, as my colleagues have
touched on most of my questions previously.

In March of this year the Texas House Committee on Licensing
and Administrative Procedures held a hearing on nine bills which
propose a variety of options for legalizing gaming in Texas.

Currently, gambling in Texas is limited to State lottery, three
federally recognized Native American tribes, and gambling at horse
and Greyhound racetracks. Supporters of gambling in Texas point
to legalizing poker, casinos, and slots as a way to help with State’s
budget issues in the form of nontax revenue, as you allude to up
there, the success you have had in New Hampshire.

Many folks in Texas also talk about the potential for thousands
of new jobs that could be created. Others argue that gambling
preys upon the poorest Texans and creates bigger social problems.
This is an important debate that my State is having, and I also ap-
preciate our committee is exploring this issue of interstate online
gaming and the current issues with UIGEA.

Mr. OLsON. [Continuing.] I have heard from a very, very vocal
and savvy group of Twitter and Facebook constituents in the 22nd
District who are very much in favor of legalizing online poker. I
would like to read one email from one of these constituents. This
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is from Valerie in Houston, Texas. And she said, Dear Representa-
tive Olson, the UIGEA slaps the Internet with unnecessary govern-
ment regulation and oversight that limits innovation and growth.
The act may have been intended to stop unlawful Internet gam-
bling, but because it never actually spelled out what that meant,
UIGEA ushered in unintended consequences that put the govern-
ment in the role of Big Brother. In particular, the act has the effect
of turning online payment transaction companies into informants
and enforcers for the Federal Government, raising privacy concerns
as well as cost to consumers. Sincerely, Valerie, from Houston,
Texas.

Many people believe that if you are going to play Internet poker
you should not follow the Federal Government’s model of managing
your budget.You should do it with money you have earned and not
money that you expect to earn or hope to earn. As you know, legis-
lation has been introduced in the House which would prohibit the
use of credit cards from making deposits in Internet gaming ac-
counts.

My question is for you, Mr. Fahrenkopf and any of the witnesses
who wants to get involved, do you think most companies would be
willing to limit themselves to debit cards and electronic checks?

Mr. FAHRENKOPF. I mean we haven’t taken a position on the
whole question of credit cards. It was a major issue in the Frank
bill in previous legislative sessions. The original bill did provide for
the use of credit cards. However, when the bill was being voted out
of committee, that was removed. At this point in time, we don’t
have a position one way or the other on that from the standpoint
of the American Gaming Association.

Mr. OLSON. Anyone else want to comment? Mr. Lipparelli.

Mr. LipPARELLI. In the State of Nevada the use of credit cards
is illegal for gaming.

Mr. OLSON. Mr. Fahrenkopf, any comments?

Mr. FAHRENKOPF. I already did.

Mr. OLsoN. I apologize. Mr. MclIntyre.

Mr. McINTYRE. Certainly I am under the direction of the New
Hampshire legislature and the governor’s office, so whatever they
would say to do I would do heartily.

Mr. OLSON. Sounds like my marriage, yes, sir. And Dr. Volberg.

Ms. VOLBERG. I think that there would be a lot of arguments in
favor of prohibiting the use of credit cards for Internet gaming. So
I would be in favor of that.

Mr. OLsON. Thank you very much. That is all my questions. I
yield back.

Mrs. BoNO MACK. I thank the gentlemen, and the chair now rec-
ognizes Mr. Butterfield for the purposes of a unanimous consent re-
quest.

Mr. BUTTERFIELD. Thank you very much. I am going to ask
unanimous consent to have this letter dated November 18th, 2011,
included in the record. The letter simply reiterates the necessity to
hear from Federal agencies who will be impacted by any bill we
pass relating to the legalization of Internet gaming.

Thank you.

[The information follows:]
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November 18, 2011

The Honorable Mary Bono Mack

Chairman

Subeommittee on Commerce,
Manufacturing, and Trade

U.S. House of Representatives

2125 Rayburn House Office Building

Washington, DC 20515

Dear Chairman Bono Mack:

Today, the Subcommittee on Comimerce, Manufacturing, and Trade convened its second
hearing this session on Internet ganibling. As Ranking Member, I want to thank you for
scheduling time for us to consider this complex topic and evaluate proposed legislation, At the
first hiearing, | spoke to the importance.of proceeding in a cautious and deliberate fashion-and the
need 1o Licar from federal entities charged with implementation and oversight of Internet
gambling. However, I am concerned that the Subcommittee has not yet received testimony from
the very entities that would oversee and implement key regulations governing a potential new
system of legalized online gambhing. These entities include, among others, the Departments of
Justice, the Treasury, and Commerce, and the Federal Trade Commission.

At the Subcommittee hearing on October 25, 2011, you indicated that an essential goal of
the hearing was to determine the proper role for federal regulators, You asked, “Can online
gambling be regulated effectively? And what role should the federal government play to protect
Antérican consumers from ‘sharks?™™!' | strongly agree that both questions are central to our
oversight of this topic. But we cannot obtain informed answers about the effectiveness of
gambling regulation or consumer protection if we fail 1o invite key federal government agencies
to testify as witnesses.

' House Commitiee on Energy and Commerce, Hearing on Infernet Gaining: Is There a
Safe Bet?, 112" Cong. (Oct. 25, 2011).



276

The Honorable Mary Bono Mack
November 18, 2011
Page 2

Legalizing Internet gambling nationwide would involve several federal entities, each with
different roles to play. Currently, the Department of Justice enforces the Wire Act,” and has used
that statute to treat online gambling as illegal. The Department of Justice also enforces the
Unlawful Internet Gambling Enforcement Act (UIGEA),” which bans gambling enterprises from
accepting checks, credit card charges, electronic transfers, and other payments comected o
unlawful online bets or wagers. For its part, the Department of the Treasury was required under
UIGEA 1o prescribe regulations requiring financial transaction providers to establish policies and
procedures to “identify and block or otherwise prevent or prohibit restricted transactions.”™
Under H.R. 1174, introduced by Representatives John Campbell and Barney Frank, Treasury
would implement a licensing program for Internet gambling sites. Under H.R. 2366, introduced
by Chairman Emeritus Joe Barton, the Department of Commerce would oversee the state or
tribal licensure of online poker vendors. Finally, although it has been left out of current
proposals, the Federal Trade Commission enforces fair business and marketing practices and
possesses the appropriate e-commerce expertise to protect online gamblers™ personal data and
privacy.

It should be no mystery why strong oversight of online gambling would be required. In
addition to monitoring industry practices, preventing fraud, and providing protections for
individuals with gambling problems, regulators must ensure that children and teens are
completely excluded from gambling activities.

The involvement ol minors in gambling is particularly problematic ~ and already happens
all too often. An October 2010 study by the Annenberg Public Policy Center found that 6.2% of
bays age 14 to 17 (roughly 530,000 teenage boys) had used an Internet gambling site in the
previous month - and while participation rates by girls were lower, they were increasing.”
Moreover, in the past month, the Pittsburgh Tribune-Review and US4 Today both reported that
offshore betting sites are profiting from wagers on televised high school football games.* The

18 US.C. § 1084,
P31 US.C.§ 33615367,
P31 US.CL§ 5364(a).

 Annenberg Public Policy Center, Internet Gambling Grows Among Male Youth Ages
1810 22; Gambling Also Increases in High School Age Female Youth, According 1o National
Annenberg Survey of Yourh (Oct. 14, 2010) (online at

Enhs o
www.amenbergpublicpelicycenter.org/NewsDetails.aspx?myld=395).

® Jason Cato, High School Foorball Betiing Rankles Pennsylvania Athletic Qfficials,
Pittsburgh Tribune-Review (Oct. 30, 201 1) (online at )
www pittsburghlive.com/x/pittsburghtrib/sportsthighschool/s_ 764594 huml); Jim Halley and
Nicole Auerbach, Offshore Sites Setting Betting Lines on High Schoel Football, USA Today
(Nov. 4, 201 1) (online at www.usatoday.com/sports/preps/football/story/2011-11-02/high-
school-football-betting/31065482/1).




277

The Honorable Mary Bono Mack
November 18, 2011
Page 3

founder of one such site was quoted as saying, “[tlhe customers who bet the games don’t have a
problem with morality. If the customers are happy, I'am happy.” Commenting on the scope of
the problem in couniries where gambling is legal, he said, “Walk to any street corner in the
United Kingdom. You can bet on under 16-year-old soccer events, boys or girls. Any match,
just about any amount.”’ This practice represents the type of enforcement challenges federal
regulators will face if online pambling is made legal.

If the Subcommittee is to proceed with the federal legalization and regulation of Internet
gambling, it must do so with careful consideration and thought. I respectfully request that our

Subcommittee seck formal testimony from federal entities that would be tasked with any
oversight of legalized gambling.

Thank you very much,

Very truly yours,

becommittee on Commerce,
Manufacturing, and Trade

¥ Cato, High School Football Betting Rankles Pennsylvania Athletic Officials,



278

Mrs. BoNo MAcCK. Without objection, and I, too, have received
written testimony from Mr. Robert Martin, Chairman of the
Morongo Band of Mission Indians, that has been shared with mi-
nority counsel. I understand they have no objection to including it
in the record of today’s hearing. Therefore, I ask unanimous con-
sent that it be included in the record of this hearing.

[The information follows:]



279

TESTIMONY OF ROBERT MARTIN, CHAIRMAN, MORONGO BAND OF MISSION
INDIANS

HOUSE ENERGY & COMMERCE COMMITTEE
SUBCOMMITTEE ON COMMERCE, MANUFACTURING & TRADE

“Internet Gaming: Regulating in an Online World”
NOVEMBER 18,2011

Summary

Despite the far-reaching ramifications that online gaming legislation will have on tribal gaming
enterprises, tribal governments have not been adequately consulted in the development of
various federal online gaming legislative proposals. Such legislation should ensure that tribes are
given fair and equal access to the online gaming market in a timely and forthright manner and
that those activities become subject to the regulatory oversight by the tribe that authorizes the
gaming to exist and when appropriate, the National Indian Gaming Commission. Tribes are
important stakeholders in the current gaming market and must be afforded the same
opportunities as all other operators. To be sure, 100 percent of the Tribes would face new
competition with the authorization of online gaming, while only few will likely have the
financial strength to compete with those who are granted new online gaming franchises, With
that understanding, the passage of any legislation authorizing the use of the Internet, including a

bill that addresses all of the concerns raised by tribes, remains troubling.

Written Testimony

My name is Robert Martin and T am the tribal chairman of the Morongo Band of Mission
[ndians. Our reservation is located just east of Palm Springs in Southern California. I appreciate

the chance to provide testimony on this important issue.

When it comes to gaming, Morongo has a proud history of leadership. I was serving on the
Tribal Council when Morongo and the Cabazon Band of Mission Indians won the landmark 1987
Supreme Court case that confirmed the sovereignty of all Indian tribes and allowed Indian

Country to establish gaming operations. That decision proved to be a watershed moment for

Page I of §
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Indian Country that helped transform the lives of thousands of Native Americans by allowing

tribes to establish gaming enterprises.

Tribal gaming has allowed Indian Country to overcome decades of poverty, intolerance and
neglect to provide for our people and to become self-reliant. Gaming has empowered tribes
across the nation including Morongo to assist other non-gaming tribes by providing support for
tribal education and economic development projects that help put others on the road to self-
determination. As a result, tribes have been able to provide 628,000 jobs and $11.8 billion in
federal, state and local revenue from gaming and non-gaming enterprises in 2009 alone. This
revenue, combined with the billions in economic activity related to tribal gaming, has helped fuel

the economies of our counties and states.

But, as we all know, the nature of gaming is changing. Just as it has with so many other
industries, the Internet is revolutionizing the gaming industry. The Spectrum Gaming Group, a
well-respected international authority on gaming, reported in 2010 that online gaming is growing

at a rate of 10.6% annually — five times more than the growth rate of brick and mortar casinos.

The Internet is the new frontier in gaming. With the right legislation, Internet poker can be a
fantastic opportunity for Indian Country to continue along the road of self-reliance. But the
wrong federal legislation would be disastrous if it created a playing field that did not aliow all
operators, including tribes, from competing fairly. By having access to online poker, Indian
Country will be able to continue providing for our people by creating and cultivating new

opportunities to adapt and meet the demands of customers as technology changes.

So far, we have not seen any federal online gaming bill that puts tribes on equal footing with
other potential online poker operators. In the last 18 months, there have been seven attempts at
federal Internet gaming legislation. These bills have promoted some form of exclusivity for

certain types of operators, typically casino entities based of out Nevada, including HR 2366,

When discussing the authorization of Internet gaming, I believe there are five critical issues that

must be addressed.

First, is the issue of access. Tribes must have the chance to participate fairly in the online gaming

market. As gaming operators, we must have the same rights as all other casino operators to offer

Page 2 of 5
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online gaming in a fair and equitable manner. Restricting the rights of tribes to participate in
online gaming — such as limiting the ability of tribes of offer Internet poker players off of
reservation lands —would severely and ur‘jfairly inhibit our ability to compete, and will jeopardize
our financial standing. Such restrictions would fly in the face of the very purpose and capabilities
of the Internet, which is about breaking down borders and providing a vehicle for
communication and commerce. What good is the Internet if it can’t be used to extend beyond

the borders of our reservations?

The second issue is timing and entry into the marketplace. It is important that tribes have the
opportunity to enter the online gaming market at the same time as any other potential operators.
This ensures that tribes are afforded the same chanee to compete fairly for the all-important

market share.

The third issue revolves around eligibility of Internet poker operators and efforts to limit tribal
participation. Any federal legislation should not impose size restrictions that place unnecessary
burdens on smaller tribes looking to participate in online poker while favoring large Nevada
casinos. HR 2366 would limit the pool of potential online poker operators only to large casinos
that have 500 or more slot machines or 250 or more poker tables for five years or more. This
deals an unfair hand to smaller tribes who do not meet this arbitrary and exclusionary size
standard that brazenly seeks to favor Nevada casinos. And under HR 2366, those who do not
meet these standards would be ineligible to become an authorized Internet poker operator for at

least two years, giving Nevada casinos an unfair monopoly.

Furthermore, we believe online poker is an appropriate place to begin when discussing online
gaming legislation, which brings me to our fourth issue. This is the ideal game with which to
enter government-sanctioned operations. Poker is a well-defined game in terms of operation,
regulation and popularity. Other forms of games are less defined and including them in any
online gaming legisiation will undoubtedly spawn a host of legal challenges and regulatory
hurdles that would delay the launch of online poker and the revenues it would generate. By only
legislating on this single game-type, we are ensuring that operators can quickly launch their

online poker sites and begin generating economic activity, jobs and government revenue.
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This brings me to our fifth issue and the topic of this hearing: regulation. Any legislation
authorizing online gaming should not compromise existing state-Tribal compacts that generate
millions in state and local revenues. Additionally, the question arises as to who would serve as
regulators? HR 2366 seeks to award regulatory oversight and authority for online poker with the
Commerce Department, which is both concerning and confusing. When IGRA was approved in
1988, it established the primary federal regulatory authority for Indian gaming as the National
indian Gaming Commission (NIGC) within the Department of the Interior. The experts at NIGC
and Interior have had the primary responsibility for regulating tribal gaming for more than two

decades with a proven track record of capable and professional oversight of tribal gaming.

As National Indian Gaming Association Chairman Ernie Stevens Jr. has testified, the 184
members of NIGA unanimously approved a set of principles in October 2010 that any online
gaming legislation must satisfy to receive Indian Country’s support. Designed to preserve the

sovereign rights of tribes, those principles include:

¢ Indian tribes are sovereign governments with a right to operate, regulate, tax, and license

Internet gaming, and those rights must not be subordinated to any nonfederal authority;

s Internet gaming authorized by Indian tribes must be available to customers in any locale

where Internet gaming is not criminally prohibited

* Consistent with long held federal law and policy, tribal revenues must not be subject to

tax

* Existing tribal government rights under tribal-state compacts and IGRA must be

respected

¢ The legislation must not open up the Indian Gaming Regulatory Act (IGRA) for

amendments

Some have questioned the NIGA principles, particulatly the long held federal law and policy that
tribal revenues must not be subject to tax. But they are not acknowledging how tribes have
provided billions in state and federal revenues, from payroll taxes to Tribal-State compacts

through which tribes have provided billions in state revenues.
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The discussion of Internet poker is not new to me. I have been an outspoken advocate for
Internet poker for several years. But despite being on the forefront of this issue, I am distressed
to report that I have not been contacted by any of the federal bill authors seeking my comment.
For that matter, the authors of the seven federal proposals over the past 18 months have not
adequately communicated or dialogued with Indian Country in any meaningful manner during
the drafting of the aforementioned federal legislation. Nevertheless, tribes have taken steps to be

heard on the issue.

To date, there hasn’t been a federal legislative proposal that meets NIGA’s principles or that
protects the rights of Indian Country. Indian Country should not be left out of the discussion.

We should have a voice at the table just as so many others have.

Tribes that want to participate in online gaming markets must have the ability to do so ~

equitably and fairly in an open and competitive market.

Page Sof 5
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Mrs. BoNO MACK. With that, I am happy to thank my colleagues
for their participation today. I thank the panel very much for your
help in shedding light on what is clearly a very complicated issue.
I look forward to our work together if this moves forward.

As we conclude our hearing today and prepare to depart to the
four corners of our great Nation to celebrate Thanksgiving, please
permit me to say what a blessing and an honor it has been to work
with all of you this year on so many issues which are so important
to so many people. Travel safely and I hope everyone enjoys our
unique American holiday.

I remind members that they have 10 business days to submit
questions for the record, and I ask the witnesses to please respond
promptly to any questions you might receive. And with that, the
meeting is now adjourned. Thank you.

[Whereupon, at 11:09 a.m., the subcommittee was adjourned.]

[Material submitted for inclusion in the record follows:]
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The Honorable Edolphus Towns
Member
Subcommittee on Commerce, Manufacturing and Trade

1. Since the advent of illegal online poker, have lotteries seen a loss of
revenue?

The advent of illegal poker is a hard date to pinpoint, but they have certainly
become more prevalent starting in or around 2000. Since that time, we have seen a
dramatic increase in the number of websites offering these services, and an
exponential revenue amount estimated to be wagered through the sites.

Similarty, it is hard to state that lottery revenues are a constant, for two significant
reasons: 1) new lotteries have come to be since 2000, creating entirely new player-
bases and retail outlets (Tennessee, North Carolina, Arkansas); and 2) many of the
lotteries have introduced entirely new games or products to increase revenues. For
example, New York introduced Video Lottery terminals at a number of facilities
throughout the state during that time, and has seen a significant increase in revenues.

To make an accurate comparison of revenues we can use my home state, New
Hampshire, which has not made any substantive changes to its gambling profile since
prior to 2000, and is considered a mature lottery. Qur net revenues peaked during
FY2006 and have been in steady decline ever since. In FY 2006 the NH lottery
transferred approximately eighty million dolars for education; in FY 2011, our profit
had dropped to a little over sixty-two million. Certainly, not all the decline is
attributable to internet poker, but during the time when internet poker revenues were
surging, the NH Lottery revenues were declining in corresponding fashion.

2. Was there any increase in lottery sales following the recent shutdown of
several online poker sites?

During the first quarter of FY 2012, of forty-three reporting lotteries, thirty-five
were positive in year over year gross revenue growth, four were flat and four were
negative. Of the thirty-five that showed positive growth, nineteen were by 5% or
greater (including New Hampshire).

Through the years, when either the state or federal government has taken a stance
against unregulated, illegal gambling lottery proceeds have typically risen. As both a
state prosecutor handling illegal gambling cases, and as a lottery executive in both
Massachusetts and New Hampshire, I have witnessed this firsthand. While the
correlation has not been carefully documented, there is ample evidence to suggest that
where authorities moved to eliminate illegal gambling, lottery revenues have
generally risen.
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Adolescents are considered by the National Council on Problem Gambling to be at a higher risk of
a gambling disorder. More than two-thirds of states restrict in-person casino gambling to those
age 21 and older or completely ban it. ‘All others {imit such activity to those 18 and older.

But young men and teenage boys are nonetheless managing to gamble through the internet. An
October 2010 study by the Annenberg Adolescent Communication institute found that 16% of
young men age 18 to 22 {or roughly 1.7 million individuals) had used an internet gambling site in
the previous month. This was almost a fourfold increase from the same survey’s findings in 2008.
The 2010 study also found that 6.2% of boys age 14 to 17 {or roughly 530,000 individuals} had
used an Internet gambling site in the previous month.

| understand that Annenberg’s findings represent a “snapshot” of Internet gambling prevalence
and that its survey occurred at a time prior to the April 15, 2011, seizure by the U.5. Department
of Justice of the three largest poker websites operating in the United 5tates. Nevertheless, it
concerns me greatly that this and other recent studies suggest that online gambling by high
schooi- and college-age youth has become more prevalent in recent years.

a. Please discuss the differences in maintaining age controls in brick-and-mortar casinos and in
the internet environment.

Age restrictions apply to virtually alt forms of legalized gambling although such restrictions vary by
type of gambling as well as by jurisdiction. The chief rationale for age restrictions has been that
children and adolescents are more likely to become problem gamblers if they begin gambling at a
young age.

The key difference in maintaining age controls in the online environment compared with brick-and-
mortar casinos is the absence of the ability to verify an individual's age through visual cues and body
language. The ability to effectively prevent underage gambling has evoived over time within specific
sectors of the gambling industry. For example, early studies of adolescents in states where casino
gambling was legalized found that significant numbers of underage youth were able to participate in
this highly age-restricted form of gambling. A survey of high school students carried out in the wake
of the introduction of casino gambling in Atlantic City found that 64% of the respondents had
gambled at the casinos {Arcuri, Lester, & Smith, 1985). In contrast, a more recent survey of
adotlescents aged 13 to 18 in Nevada, the most mature gambling market in North America, found
that only 1% of the respondents had gambled at a casino in the past year (Volberg, 2002). Ina
similar vein, a study of adolescents in Oregon found that underage participation in lottery games
declined from 39% in 1998 to 8% in 2007 —a change at least partly due to efforts by the State of
Oregon to educate youth, their parents and their teachers about the risks of adolescent gambling
{Volberg, Hedberg, & Moore, 2008}.

Ten years ago, the Federal Trade Commission {2002} issued a consumer alert about chiidren and
online gambling. The FTC noted the ease with which underage individuals can access online
gambling sites using credit or debit cards. The FTC found that nearly ail gambling sites had
inadeguate or hard-to-find warnings about underage gambling prohibitions and few sites had any
effective mechanisms to block minors from entering. The FTC also cailed attention to the numerous
advertisements for gambling sites that appeared on popular non-gambling and game-playing sites.

Much has been made of a 2004 British study, where a 16-year-old girl attempted to access 37
gambling websites using her debit card, lying about her age but being otherwise truthful. Only
seven sites {19%) prevented her from registering {Smeaton, Poole, Chevis, & Carr, 2004). A more

1
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recent study completed in 2009, after Britain began regulating online gambling, showed quite
different results. A “mystery shopping” exercise intended to test the effectiveness of barriers to
underage gambling found that 51% of the 37 online operators licensed by the UK Gambling
Commission and representing 95% of all active customer accounts had measures in place to prevent
underage players from gambling and from withdrawing any winnings if they were able to gamble
{Gambling Commission, 2009}.

In a report commissioned by FairPlay USA, Sparrow (2009) notes that a set of regulatory methods
and technologies already exist to prevent underage access to online gambling sites. He points to a
number of technologies routinely used in other industries, including a variety of data-matching
techniques, electronic or other submission of documentary evidence of age, and the possible
application of biometric identification systems. The strongest form of age control would require
positive matching of a player at the time of registration against existing databases of known adults
as well as identity-verification prior to initiating any session of play. Site operators could aiso be
required to provide child-protective software to parents to help prevent minors from accessing
gambling sites. Alternatively, a separate governmental or nonprofit entity could provide such
software. Given the existence of such measures, Sparrow concludes that online gambling can
effectively exclude minors by combining cutting-edge technology with a strong regulatory regime.

b. 1understand that your research team found in Oregon that even when adolescents do not
gamble with real money online, many still play the free version of popular online gambling
games. What is known about the effects of “free play” and the practices of site operators that
offer it? Are there any recent developments regarding “free play” that concern you?

Playing on Internet gambling sites without money is indeed common, particularly among boys and
young men. Inthe survey that | and colleagues carried out among adolescents aged 12 to 17 in
Oregon, playing gambling-type games on the internet for free was the most popular gambling
activity {(Volberg et al., 2008}. One-third of these adolescents (32%) had played free gambling games
on the Internet at some time with 18% having done so in the past year. Boys were significantly
more likely than girls to have gambled for free on the Internet {24% vs. 13%). Less than 1% of the
respondents in the survey had gambled on the Internet for money. Similarly, in a survey of
Canadian youth, Derevensky {2009} found that 49% of the underage respondents had gambled on
the Internet without money in the past 12 months {including 34% of the respondents classified as
non-gamblers} but that only 8% had gambled on the Internet with money.

Very little is known about the effects of “free play” on underage persons. However, researchers
have noted the importance of preventing underage gamblers from playing for free on online
websites due to their presumed vuinerability to the development of gambling-related probiems
{valentine, 2008; Wiebe & Falkowski-Ham, 2003). Other researchers have identified a tendency
among college age gambiers to make bigger and riskier bets in online games compared with offiine
games, particularly in the presence of other players (Cole, Barrett, & Griffiths, 2011). Thisis a
particular concern in relation to underage youth, many of whom gamble primarily for social reasons
rather than strictly for monetary gain.

There is some evidence that internet gambling operators offer different odds and payout ratios
during “free play” and “demo” sessions compared to when gamblers are playing for money. in
2004, a listserv called Gamblingissuesinternational {whose members are primarily health
professionals and researchers) complained to MGA Entertainment about a slot machine application
that the company’s Japanese licensee had placed prominently on the Bratz Dolls website. The
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listserv members pointed out that the slot machine application invariably returned a large win
within five spins {early large wins are a known contributor to later gambling problems) and allowed
players to “stop” the reels, thereby contributing to an illusion of control, another known contributor
to problem gambling (Don, 2004}. Sévigny and colleagues (2005} identified significant differences in
payouts on Internet slot machines in “demo” and “for money” modalities. While companies argue
that demo sessions are an opportunity for players to practice their skills before playing for money,
39% of the 117 Internet siot machine sites examined in this study provided a payout over 100% after
100 trials in their “demo” games and half of these sites maintained the inflated payout rate over an
additional 400 trials. None of the websites provided payout rates over 100% in sessions where real
money was gambled.

There are recent developments in relation to “free play” that are a concern. For example, many
Internet gambling sites incorporate popular videogame technologies that appeal particularly to
youth {Derevensky, 2009). An even greater concern relates to non-monetary gambiing games,
including poker, that are now offered on social media sites such as Facebook regardless of members’
age. While these “virtual” games are currently only offered for points that cannot be exchanged for
cash, there are indications that Apple, Facebook and Google are interested in eventually offering the
games for real money (Domjen, 2012; Gladdis, 2011; Winkler, 2012a, 2012b}. )

King and colleagues {2010} identify several reasons for concern about the convergence of gambling
and digital media. They suggest that new gambling technologies make gambling more accessible
and attractive to young people, promote factually incorrect information about the games, provide
an easy escape from real world problems such as depression and social isolation, and create a
gambling environment that facilitates peer pressures to gamble.

c. Please briefly address whether you believe there is a role government authorities can play to
ensure children and teens have a full understanding of gambling, including its risks.

Beyond the regulatory question of how to effectively prevent children and teens from accessing
legal but age-restricted forms of gambling, I do believe there is a role that government authorities
can play to ensure children and teens have a full understanding of gambling, including its risks.
Given the strong evidence that gambling and other risky behaviors {e.g., tobacco, aicohol and drug
use, poor school performance, truancy) are “fellow travelers” among adolescents {Jacobs, 2000;
Romer, 2003), education and health departments at the state and federal level should be strongly
encouraged to include materials on gambling in youth addiction prevention and education programs
as well as in broader information and awareness campaigns for risky behaviors.

Another concern relates to advertisements for gambling which often target audiences along age,
gender and ethnic lines and use persuasive techniques to promote the view that gambling is solely
an entertainment experience. Given the likely ongoing convergence of gambling and digital media,
there is a need for effective restrictions on online gambling advertisements directed towards young
people (McMullan & Miller, 2008).

Finally, efforts are needed to increase recognition of youth gambling and its associated risks among
parents, teachers, counselors and others working with youth. Work is needed to increase
understanding of associations between youth gambling and other risk behaviors. Parents who
gamble need to be educated about the increased risk of gambling problems for their children. Once
youth are gambling, peer influences should be addressed in school-based curricula. Strategies are
needed that combine programs across family, school and community, include a range of activities
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{e.g., information, improving skills, offering alternative activities, providing problem identification
and referral), are adaptable over time as conditions change and are rigorously evaluated to identify
the most effective approaches {Volberg, 2009a).

The self-exclusion fist is the most widely adopted protection mechanism for problem gamblers. if
individuals have a gambling problem and choose to enroll in a program that bars them from
entering any casino in a given state, then gambling operators and regulators owe it to these
individuals to provide a system that works. Such a system should encompass as many
establishments as possible, ensure the confidentiality of individuals on the list, and function
reliably to help problem gamblers avoid “slips.” The same ought to be the case for individuals
who wish to exclude themselves from online gambling establishments, if they are legalized here in
the United States.

However, you indicated at the Subcommittee’s hearing that the self-exclusion list is not the only
mechanism available ~ or even the minimum necessary — for effective player protection. You
testified: “Beyond requiring licensees to establish seif-exclusion programs, | believe some
additional minimum requirements are needed. These include a requirement for players to set
limits with regard to time and money, a 24-hour cooling off period before changes to limits can be
made, monthly financial statements, and self-assessment tests.”

a. Can you please more fully discuss these requirements and why you believe each is important
to helping individuals limit their gambling?

While self-exclusion has been widely adopted as a consumer protection mechanism, surprisingly
little research that has been done to evaluate the effectiveness of such programs or identify what
works best (Votberg, 2009¢c). The most thorough study, carried out by the Responsible Gambling
Council of Ontario (2008), found that the self-exclusion process is increasingly viewed as a means to
provide assistance to individuals rather than as a punitive measure, that compulsory lifetime bans
are giving way to bans of varying length, and that better links are developing between gambling
venues and specialist treatment programs to improve the likelihood that gamblers who so desire
will be able to access the help they need. The Council noted, however, that there was considerable
room for improvement in self-exclusion programs worldwide. There is a need to promote these
programs more aggressively; there is also a need for much better regulatory. oversight of these
programs and for better coordination between operators within jurisdictions.

Given the lack of research on exclusion programs, it should be no surprise that there is, as yet, little
empirical evidence for the additional measures that I recommended in my testimony. 1 based my
support for measures such as limit setting, cooling-off periods, monthly financial statements and
self-assessment tests on a theoretical understanding of how gambling problems develop and on the
limited research that is beginning to emerge about the effectiveness of some of these measures.

The most comprehensive review of pre-commitment strategies—as these measures are termed
internationally—was carried out recently by the Australian Productivity Commission {2010; see
Chapter 10}. The Productivity Commission noted that the ability for players to make choices and
place limits on their gambling involvement prior to actually gambling is important because these
activities are intentionally designed to overwhelm individual decisions about when, how long and
how much to gamble. Players may experience faulty cognitions, find it hard to stop playing, fail to
appreciate the risks associated with these activities, have their judgment impaired by aicohol, or
suffer from emotional or mental health problems. All of these factors serve as obstacles to
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genuinely informed choice and reduce the capacity for seif-control (Dickerson, Haw, & Shepherd,
2003).

b. What have you observed as governments or other gambling authorities have begun to
implement these requirements?

Serious efforts at consumer protection first\emerged in relation to siot machines and have evolved
furthest in Australia and Canada where slot machines are widespread and often located in
previously non-gambling establishments. Consumer protection measures around siot machines
include employee problem gambling awareness training as well as automated interventions with
“high frequency” gamblers. Other consumer protection measures relate to modifying sfot machine
parameters {e.g., game speed, number of near misses, number of play lines, removal of bill
acceptors, limits on bet size and maximum wins, mandatory cash-outs, etc.), setting loss limits,
restricting access to cash and credit, and restricting advertising and promotional activities {Williams,
West, & Simpson, 2008). Several researchers have pointed out that monitoring of player behavior is
increasingly popular with internet gambling operators targeting heavy spending players and have
called for the use of behavioral analysis to identify players who are likely to be eligible for protective
and helpful interventions {Dragicevic, Tsogas, & Kudic, 2011; Griffiths, 2008; Peller, LaPlante, &
Shaffer, 2008).

implementation of consumer protection measures in the internet gambling environment began in
the Nordic countries and has spread to other jurisdictions internationaily. When Loto-Quebec
introduced online gambling in 2010, players were limited to losses of under $10,000 per week and
required to set weekly spending limits with a seven-day cooling off period set before limits could be
increased. A government-appointed committee is monitoring the venture and will report its
findings in 2013 {Moore, 2010}. When the New Zealand Lottery introduced online access to games,
players were required to set spending limits under $300 per week before they could access an
online account. f players reach their spending limit over four consecutive months, they are
contacted by the Lottery to inquire whether they wish to reduce their spending limits {New Zealand
Lotteries, 2009).

The most promising and well-developed online gambling player protection package is Playscan
(www.playscan.com}, a corporate social responsibility product developed by an independent
subsidiary of Svenska Spel, the Swedish state-owned gambling operator. Playscan offers players a
range of tools, including personalized budgets, seif-diagnostic tests of gambling habits, and self-
exclusion options. A recent survey of Svenska Spel players found that 26% had used Playscan with
over half of these users setting spending limits, 40% taking the self-diagnostic test and 17% using
the self-exclusion feature (Griffiths, Wood, & Parke, 2009). Playscan is presently available to
gamblers on the Swedish, French and Finnish government gambling operators’ websites with plans
for further expansion in Europe and Asia.

At a recent workshop that | attended in Stockholm, several Swedish colleagues presented the results
of a study of Playscan’s self-diagnostic test with more than 20,000 players from seven Nordic gaming
companies. The test provides individualized feedback to players about how their gambling
compares to other players and to their own history of play and appears ta be an effective early
warning tool providing feedback and support tailored to individuals’ own gambling and risk
behaviors (Munck, lonsson, & Nilsson, 2011). Another recent intriguing study analyzed chatroom
correspondence with customer service employees of three European online gambling operators and
found indicators in these exchanges that predicting subsequent self-exclusion {Haefeli, Lischer, &
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Schwarz, 2011). This study is a further indication of the importance of early detection as a building
block for the effective prevention of gambling-related problems among internet gamblers.

Internationally, we are seeing the emergence of a range of third-party certification efforts in support
of consumer protection. Organizations such as eCOGRA {e-Commerce and Online Gaming
Regulation and Assurance), the World Lottery Association and G4 (Global Gambling Guidance
Group) have all developed accreditation programs to assure minimum standards in corporate social
responsibility and player protection. While not all the members of these groups have sought
accreditation, the existence of these programs points to growing acceptance of the importance of
consumer protection in the gaming industry (Volberg, 2011).

What we do know about consumer protection measures in general is that not many people will use
these tools uniess their use becomes normative, that there is reasonable evidence that players will
use these tools if they are made available, that higher-risk users find these tools most useful, that if
players want to circumvent these systems, they probably wiil and that system design plays a critical
role in the effectiveness of these systems {Hare, 2010).

While much more development and research work is needed, the fact that Internet gambling is
conducted in a networked, data-intensive environment offers opportunities for regulatory oversight
and consumer protection that are impossible in the brick-and-mortar environment. Since every
detail of every gambling transaction can be recorded and potentially analyzed in the Internet
gambling environment, players exhibiting behaviors indicative of problematic gambling can be
flagged and their betting habits further analyzed (Sinclair & Volberg, 2000). As | noted in my written
testimony, requirements for players to set limits with regard to time and money, monthly financial
statements and self-assessment tests are all measures supported strongly by internet gamblers
surveyed worldwide (Parke, Rigbye, Parke, & Williams, 2007). While stronger empirical support is
needed for many of these measures, | concur with Sparrow {2009} who notes that, in a well-
regulated online environment, gamblers should have opportunities and technologies easily available
to help reduce and prevent problematic gambling behaviors.

¢. At the hearing, you suggested that it would be best if player protection programs were
“operated by a third-party independent organization.” Please explain why you believe this.

I noted in my testimony that one important advantage to establishing a single, separate agency to
operate player protection programs would be to allow players who wished to set limits on their time
or money or to self-exclude to visit a single site where these services could be implemented across
the fuli range of gambling sites at one time. This has been a challenge for many of the self-exclusion
programs operated by brick-and-mortar gaming operators.

Another important reason for operating player protection programs through a third-party
independent organization is that both gambling operators and governments are constrained by the
profit motive in their willingness and ability to prevent problem gambling. Governments, in
particular, face conflicting incentives in refation to gambling legalization and the extent to which
best practices will be adopted can be influenced by pressures from politicians, senior officials,
industry lobby groups and other advocates. Having an independent agency or organization operate
player protection programs would ensure that these efforts are not, and are not perceived to be,
affected by the need to generate revenues.

A third reason to have player protection programs operated by an independent organization is that
this approach is more likely to result in the fielding of measures that are independently evaluated,
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publicly accountable and transparent to consumers, operators and other interested parties. In its
most recent report, the Australian Productivity Commission identified independence as an
important “best practice” in the regufation of all forms of legal, commercial gambling {(Productivity
Commission, 2010; see Chapter 17}.

At the hearing, you contended that funding in the United States for prevention, treatment, and
research on problem gambling is currently inadequate. You testified that “[s]tate funding for
probiem gambling services per capita is approximately one-twentieth the level it is in countries
such as Australia and Canada.”

What steps do you believe Congress should take to address this current funding shortfall, and
what do you believe Congress should do to ensure the long-term budgetary heaith of such
programs if this body considers a bill legalizing online gambling?

In the most recent national survey of publicly funded probiem gambling services, the average aduft
per-capita allocation for the 37 states with such funding was 34 cents with approximately half of
those funds (17 cents) directed toward treatment services (Marotta, Moore, & Christensen, 2011},
Within the United States, it is helpfui to compare this level of spending with national spending on
substance abuse treatment, In 2005, the most recent year available, spending on substance abuse
treatment was $22 billion which equates to in $102 in adult per-capita spending {Substance Abuse
and Mental Heaith Services Administration, 2010; U.S. Census Bureau, 2005).

Internationally, some countries spend far greater amounts on publicly funded problem gambling
services. fn my testimony, | was comparing per-capita funding for problem gambling services in the
U.S. in 2004 with per-capita funding for these services in several other countries, including Canada,
Australia, New Zealand and South Africa {Volberg, 2009b). Since 2004, spending on problem
gambling services in Canada has grown from $44 million {USD} to $80 million (USD) {Canadian
Partnership for Responsible Gambling, 2011) while the new government in the Australian state of
Victoria has pledged to spend $31 million (USD) annually over the next five years on problem
gambling services, up from $10 miltion (USD} in 2004 (Victorian Liberal Nationals Coalition, 2010).
While spending on problem gambling services in the United States has risen since 2004, from
approximately $25 million to $58 million, this increase in funding is primarily due to the growing
number of states that have legalized casino gambling and are now providing publicly funded
probiem gambling services (Marotta et al., 2011}.

Regarding immediate steps that Congress could take to address this funding shortfall, | believe that
an important first step would be to establish clear responsibility for overseeing problem gambling
services within a single federal agency along with a mandate to coordinate efforts with other federal
agencies, including the Departments of Education, Heaith and Justice, Leadership at the federal
level might influence states to do a better job appropriating funds for problem gambling services
from the revenue streams that many receive from legalized gambling. Furthermore, such leadership
could result in the identification of best practices in problem gambiing prevention, treatment and
research and prompt states to adopt such practices.

The experiences of rapid fiberalization of lotteries in the 1970s and of casinos in the 1990s in the
United States provides salutary jessons about the willingness of state governments to provide heip
for vulnerable populations, including young people and problem gamblers. in general, funding for
services for problem gamblers has become available only when a new form of gambling is legalized.
Furthermore, such funding tends to be highly vulnerabie to changes in government and in economic
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circumstances, as recent decisions by several states to reduce or eliminate existing funding for
problem gambling services demonstrate {Berzon, 2011).

To ensure the long-term budgetary health of such programs, fanguage is needed within any bill
legalizing online gambling in the United States to assure that a reasonable leve! of funding for
problem gambling services is made available and preserved over time and to also assure that
research will be undertaken to keep the federal government informed about new developments and
emerging best practices in preventing and treating problem gambling.
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