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MOTION FOR A EUROPEAN PARLIAMENT RESOLUTION

on theintegrity of online gambling
(2008/2215(1NT1))

The European Parliament,

— having regard to Article 49 of the EC Treaty,

— having regard to the Protocol on the application of theeiples of subsidiarity and
proportionality annexed to the EC Treaty,

— having regard to the case-law developed by the Court of Jaktioe European
Communities,

— having regard to Directive 2006/123/EC of the European Parlisanendf the Council
of 12 December 2006 on services in the internal market

— having regard to Directive 2007/65/EC of the European Parliaanensf the Council of
11 December 2007 amending Council Directive 89/552/EEC on thidication of
certain provisions laid down by law, regulation or adntratsve action in Member States
concerning the pursuit of television broadcasting activi(Pgective on audiovisual
media services),

— having regard to Directive 2000/31/EC of the European Parliaanensf the Council of
8 June 2000 on certain legal aspects of information sasBetyces, in particular
electronic commerce, in the Internal Market (Direetdn electronic commerdée)

— having regard to Directive 2005/60/EC of the European Parliaanensf the Council of
26 October 2005 on the prevention of the use of the finasyséém for the purpose of
money laundering and terrorist financing

— having regard to its resolution of 8 May 2008 on the White Rap&poft,

— having regard to the Oral Question by the Committee olmtbmal Market and
Consumer Protection to the Commission of 16 October 20@gumbling and sports
betting in the Internal Markétind to the following debate in the Committee on the
Internal Market and Consumer Protection on 14 November 2006to the answer given
by the Member of the Commission,

1 Schindler 1994 (C-275/92), Ladra 1999 (C-124/97), Zenatti 1999 (C-6A0@Rar 2003 (C-6/01), Gambelli
2003 (C-243/01), Lindman 2003 (C-42/02), Placanica 2007 (C-338/04), 20id@t(C- 432/05), UNIRE 2007
(C- 260/04).

20J L 376, 27.12.2006, p. 36.

3 0J L 332, 18.12.2007, p. 27.

*0J L 178, 17.7.2000, p. 1.

®0J L 309, 25.11.2005, p. 15.

® Texts adopted, P6_TA(2008)0198.

7.0-0118/2006.

PR\748214EN.doc 3/9 PE414.363v01-00

EN



EN

having regard to the briefing paper on Online gambling, focusingtegrity and a code
of conduct for gambling, prepared for the European ParliabyeBurope Economics
Research LtY

having regard to the study of Gambling Services in the kt&tarket of the European
Union dated 14 June 2006, prepared for the Commission by tlss Bwstitute of
Comparative Law (SICL),

having regard to Rule 45 of its Rules of Procedure,

having regard to the report of the Committee on the latétarket and Consumer
Protection (A6-0000/2008),

whereas, at present, online gambling, worth EUR 2 to ®bilhi gross gaming revenues
in 2004, accounts for roughly 5% of the total gambling mark&tarEU, as noted by the
above-mentioned study by SICL, and rapid growth seemgaide,

whereas gambling activities have traditionally beenttniegulated in all Member States
on the basis of the principle of subsidiarity, id@rto protect consumers against
addiction, fraud, money-laundering and fixed games,

. whereas gambling activities were excluded from the scop@rectives 2006/123/EC

(services), 2007/65/EC (audiovisual media services) and 2000/3 146G dric
commerce),

. whereas the Commission has launched infringement procealyasasst ten Member

States in order to verify whether national measuneisiig the cross-border supply of
online gambling services are compatible with Community law

whereas several gambling cases are pending before tinea€dustice, which clearly
demonstrates a lack of clarity in the law on online gamiaimgjtakes up resources,

whereas integrity means a commitment to preventingnlytfraud and crime but also
problem gambling and under-age gambling,

. Whereas online gambling combines several risk factorecetatproblem gambling, such

as, among others, easy access to gambling, the availalbiéityariety of games and fewer
social constraints

A transparent market that safeguards the public and consumer interests

1.

Highlights that, in accordance with the principle obsidiarity, Member States have a
legitimate interest in monitoring and regulating theimgping markets in order to protect
consumers against addiction, fraud, money-laundering andl daxees as well as to
protect the culturally-built funding structures which finarsports activities and other

! Not yet available

2 http://ec.europa.eu/internal_market/services/gambling_en.htm

% Opinion of Advocate General Bot of 14 October 2008 in Case @748¢e also the above-mentioned study by
SICL at p. 1450.
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social causes in the Member States; underlines thaeogdimbling operators should
comply with the legislation of the Member State in e¥hihey provide their services;

2. Calls on the Commission to clarify the competencegb®Member States and the EU in
the field of online gambling; is of the opinion that theu@f Justice should not define
the European gambling market;

3. Calls on the Member States to cooperate closely in ¢odsrlve the problems arising
from cross-border online gambling, such as gambling addiatidmmisuse of personal
data or credit cards; stresses the need for a commopdamr@osition on online gambling
with mandatory minimum requirements for protecting comsts and preventing fraud,

4. Stresses that actors who operate in the field of oglmebling, e.g. consumer
organisations, sports organisations, industry associatmhtha media, share a joint
responsibility for the integrity of online gambling and iieiorming consumers of the
possible negative consequences of online gambling;

Tackling fraud and other criminal behaviour

5. Is of the opinion that the growth of online gambling proviteseased opportunities for
corrupt practices such as fraud, fixing games, illegdirigetartels and money-laundering
as online games can be set up and dismantled very rapaijuarto the proliferation of
offshore operators;

6. Considers that the protection of the integrity of spevents and competitions requires
cooperation between sports rights owners, online bettingitmpe and public authorities
at national as well as EU and international level;

Prevention of consumer detriment

7. Considers that online gambling creates an increased potentiggimbling addiction due
to the easy accessibility of games with immediataltesand the possibility of gambling
for large sums of money;

8. Is alarmed by the increasing cross-over between irtbegdelevision, mobile phones and
internet sites in offering remote or online games and rgakieasy and socially
acceptable to participate in those games, especialjyotorger people;

9. Is of the opinion that online gambling is likely to give riseisks to consumers and that
Member States may therefore legitimately restrietfteedom to provide online gambling
services in order to protect consumers;

10. At the same time, calls on Member States to alloadéegjuate funding for research into,
and the prevention and treatment of, problems relatimglioe gambling;

11. Supports the development of common standards for online geymbgarding age, bonus
schemes directed at vulnerable gamblers, a maximum anwbetplayed per week,
information about the possible consequences of gamblingmafean about where to
obtain help in case of addiction, the potential addioigs of certain games, and so on;
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12.Considers that self-regulation regarding the advegtiamd promotion of online games is
not sufficiently effective and therefore emphasisesreed for co-regulation between the
industry and the authorities;

13.Urges Member States, together with the industry, to catpeat EU level in order to
regulate the aggressive advertising directed at problerblgesvand vulnerable
consumers such as children and young people;

Code of conduct

14.Notes that a Code of Conduct may be a useful tool foewitly some public (and private)
objectives while adjusting to technological developmetttanges in consumer
preferences or developments in market structures;

15. Stresses, however, that a Code of Conduct ultimatelginsnan industry-driven, self-
regulatory approach and can therefore only serve as @&madd primary or secondary
legislation;

16. Also stresses that the effectiveness of a Code nfi@a will heavily depend on its
recognition by regulators and consumers, as well ats @mforcement;

Monitoring and research

17.Calls on the Member States to document the extengi@vath of their online gambling
markets, as well as the challenges which arise fromevgambling;

18. Calls on the Commission to initiate research on omgex@bling and the risk of
developing a gambling addiction, for example how advertigifigances gambling
addiction, whether it is possible to create a commowfgan categorisation of games
according to addictive potential, and possible preventivecarative measures;

19. Calls on the Commission to collect information abtet éxtent of fraud in the online
gambling sector, e.g. amongst actors involved in the sector;

20.Calls on the Commission to undertake an impact assessifite effects of national
regulation of the provision of cross-border gambling sewin relation to integrity, social
responsibility, consumer protection and matters redabrtaxation;

o

21.Instructs its President to forward this resolution ® @ouncil and Commission.
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EXPLANATORY STATEMENT

|. Introduction

Gambling activities involve wagering a stake with monetalye in games of chance,
including lotteries and betting transactions.

Online gambling has existed since 1996, where the first gamena@des available in Finland.
Since then the market for online gambling has grown consijeda 2003, it was estimated
that the commercial online gambling market in EU 25 geng@i@tess Gaming Revenues
(operator winnings less payments of prizes) of € 51.5 bilha20D3. At present, online
gambling via Internet, mobile phones or interactive T\baaots for roughly 5 % of the total
gambling market in the EU, worth € 2 to 3 billion in anMBabss Gaming Revenues in 2004.
The European online gambling market is expected to grow atisnom rate of 8.4 per cent
per annum (in Austria and Hungary) to a maximum of 17.6 et (@ Italy)?

Member States are therefore forced to adapt and deetjofation in order to keep pace with
consumer preferences and suppliers’ services. The spaaitice of online gambling causes
certain difficulties for policy-makers in the Memitates. First of all, online gambling
entails a cross-border element, which makes it posiblenline gambling operators to
provide their services to consumers in other Member Sthéa the one they are based in.
Consumers may therefore not know in which country thgrvice provider is based.
Secondly, online gambling creates an increased risk of agdimdling providers not being
able to verify the identity of the consumer sincefleson using a credit card may not be its
rightful owner. Thirdly, online gambling sites can begetquickly and dishonest operators
can therefore appear and disappear within a short pdrtodeo Fourthly, it is difficult for
online gambling operators to supervise their customers as opposaaentional gambling
where it is possible to see whether the customer is @g#eris drunk or in other ways
intoxicated or behaving suspiciously. Also since accessltoe gambling services is easy
and can be done in isolation, social checks and camtsttaat can be exercised by the
presence of others are lacking.

II. Regulation

The European online gambling markets are regulated nationabtcordance with the
principle of subsidiarity. Therefore the regulatorynfieworks for the (conventional and
online) gambling market in the EU are very much heterogenéotisenty EU Member
States online gambling is allowed, whereas seven Membtas3tave prohibited online
gambling. Thirteen Member States have a liberalised mavkég six have state-owned
monopolies and one Member State has licensed a privatepoly?

The Member States who have banned online gambling altogeth#ow it only under

! PricewaterhouseCooperGlobal Entertainment and Media Outlook: 2008-2012, p. 623. Growth is measured
as the compound increase in annual gambling revenue.
2 Online Gambling, a briefing paper for the Europeanidagnt, Europe Economics, XX October 2008
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monopoly conditions argue that these limitations asgfiad on grounds of social and public
order. However, there have been great disputes regdhdirgp-called national gambling
monopolies. Numerous complaint have been filed witlEin®pean Commission by
gambling companies, private persons and media organisat&msng that certain Member
States are unlawfully protecting their gambling markets aaddvenues arising from their
monopolies. As a result the Commission has starteg@ment procedures against ten
Member States, in order to verify whether national measslimiting the cross-border supply
of online gambling are compatible with Community faw.

The issue of regulating EU gambling markets, whether coiovexttor online, is very
sensitive. But there is a clear need for clarificaabout the regulatory environment
concerning online gambling. At present, almost 50 % of thesgasnding at the European
Court of Justice right now are related to gambling. Thisatbn is dissatisfactory for the
Court as well as Member States, consumers and onlineliggrproviders.

A number of cases regarding gambling have been referrd turopean Court of Justice,
some of which have already been settled (case laawbaind many of which are still
pending. The case law by the European Court of Justicestoo$the following cases:
Schindler 1994 (C-275/92), Laara 1999 (C-124/97), Zenatti 1999 (C-67/98nakrzD03
(C-6/01), Gambelli 2003 (C-243/01), Lindman 2003 (C-42/02), Placanica 26838/04),
Unibet 2007 (C — 432/05) and UNIRE 2007 (C — 260/04).

In these cases The European Court of Justice has statdteedom of movement (Article 49
of the EU Treaty) applies to gambling services. Howewercturt has also stated that
gambling may entail certain moral, religious and cultasglects, involve a high risk of crime
or fraud and may have damaging individual and social conseesfenc

Restrictions may therefore be justified if they areassary for consumer protection, for
maintenance of the public order (prevention of fraud amdejr for maintaining of the social
order (culture or morale) and for preventing gambling freindpa source of private profit.
However, restrictions must serve to limit betting\aiiés in a consistent and systematic
manner, they must be applied in a non-discriminatomynaaand they must not go beyond
what is necessary to attain the end in view.

It should also be noted that on 14 November 2006, Commisds@reevy responded to the
Oral Question on Gambling posed by Arlene McCarthy, CHalmeoCommittee on Internal
Market and Consumer Protection, during the European Partapenary session in
Strasbourg. Here, the commissioner stated that EU-madaonisation of legislation
regulating gambling at present was not likely.

[I1. Integrity

The object of this report is to focus on the integritgiline gambling. Integrity is first seen
as a set of values which aim at preventing fraud: by oglmabling operators against

! http://ec.europa.eu/internal_market/services/gambling_en.htm
2 EJC in the Schindler judgment, C-275/92

3 SICL (2006), p. xxvi

* Gambelli judgement C-243/01
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consumers or by consumers against online gambling opeoatoosisumers against other
consumers. Integrity in this sense also includes aln®m¢o avoid criminal activities such as
money-laundering. In this report integrity is also lookéds the behaviour of online
gambling operators. Therefore, this report covers addiaideunder-age gambling as well.

Most consumers are able to gamble without risking a psygloal addiction, however a
small but significant number of individuals risk becominglggem gamblers. WHO defines
problem gambling as any excessive gambling that leads to fataswcial and/or
psychological disordersThe risk of an addiction to gambling is generally aggraviayetthe
permanent availability of the opportunity to play, thejfrency of wins, the enticing or
attractive nature of games, the possibility of stakingdaums, the availability of credit in
order to play, the location of games at places where @@apl play on an impulse, and the
fact that there is no information campaign regardimegrisks of gaming.

Online gambling combines several of such risk factors celat@roblem gambling. For
instance, online operators are able to offer a wide vaofeggmes (betting, roulette, poker,
slot machines, etc) and to introduce new games regulailyg new marketing and targeting
techniques, involving the latest data research technologlyeocustomers’ (spending)
behaviour, keeping the consumer ‘glued’ to the screenokyimg aspect is the increasing
cross-over between multimedia services, such as s@ayiphone- and SMS-services and
internet sites, in offering remote or online games, intak easy and socially acceptable to
participate in those games, especially for younger people.

! WHO (1992)The ICD-10 Classification of mental and behavioural disorders, Geneva. Other commonly used
terms include pathological, compulsive, disordered, exceasida@ddictive gambling.
2 Opinion of Advocate General Bot to the ECJ, 14 October 2088e C-42/07; see also SICL (2006), p. 1450
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