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Dear Mr Banks
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Please find attached the South Australian Government’s submission to the Inquiry into
Australia’s Gambling Industries.

I wish to take this opportunity to raisc onc additional issue. Much of the attention on

the Productivity Commission draft report when it was released focussed on the

Commission’s calculations of the prevalence of problem gamblers. The presentation of

the data in relation to problem gambling (refer: Summary, Table 3) provides a specific
_ difficulty for South Australia.

Despite the existence of the footnote relating to the possibility of a sampling error and
two other measurcs of problem gambling showing South Australia to be below the
national average, much focus was placed on the percentage of ‘Severe problem’
gamblers in South Australia as bemng the highest of all States and well above the
national average. Given the qualifications, this above average result, which attracted a
significant amount of attentior, is being mis-intcrpreted as a truc representation of the
prevalence of problem gambling in the State. The South Australian Govemnment
therefore suggests that if the Comumission has not been able to provide a more robust
estimate for this factor, the anomalous resuit be removed from the table in the final

report.

Yours sincerely
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1. Introduction

1.1. The Productivity Commission’s draft Report constitutes a thorough and useful
assemblage of information, analysis and discussion on gambling in Austrahia.

1.2. Section 2 of this submission outlines the South Australian Government’s view that
gambling is a matter of social policy. Section 3 weighs the benefits and costs of the
current exclusivity arrangements contained in South Australian gambling legislation
and puts the view that the benefits of these restrictions are greater than the costs.
Section 4 provides comments regarding gambling taxation and the ‘price’ of
gambling.

2. Gambling is a Matter of Socja] Policy

2.1.  The authority of the Parliament of South Australia is findamental to the consideration
of regulation of gambling in the State of South Australia.

While there is considerable scope for gambling both nationally and within the State, it
is accepted that the general legislative arrangements are not designed to be pro-
competitive. The arrangements do not seek to achieve the emergence of a free market
in gambling services where the Jevel of, types of and participants in gambling activity
are determined by normal commercial forces.

Historically, South Australia has prohibited all gambling and only through specific
legislative exception has provided for the introduction of well regulated forms of
gambling. The objective of the first gambling legislation, the Lottery and Gaming Act
1936 was 10 protect copsumers from the hamm caused by widcspread unregulated
gambling at that time. This foundation continues to underpin gambling activity in
South Australia with parts 5 and 6 of the Lottery and Gaming Act 1936 continuing to
provide that participation in gaming and wagering is illegal unless otherwise
authorised or licensed.

Gambling in South Australia has been charactcrised by slow liberalisation by
successive State Governments to minimise the harm caused by gambling. In 1966, a
Parliamentary Act was passed to create the Lottenes Commission and South Australia
was the last mainland State to introduce its own lottery. The South Australian
Totalisator Agency Board (TAB) was established around thc same time, under the
Lottery and Gaming Act Amendment Act No. 2 1966. Community and Parhamentary
concem over the potential effects of liberalising gambling and the resultant desire to
maintain strict controls on these services meant that both the Lotteries Commission
and TAB were established under Government ownership.

Sixteen years later, the Casino Bill 1982 (which became the Casino Act 1983) was
introduced to Parliament following three previous atterupis 1o establish a legal casino
in South Australia. The three attempts reflected concem over the need to protect
consumers and minimise any adverse effects that may be experienced by South
Australians as a result of the establishment of a Casino. During the debate on the
subsequently enacted (1982) Casino Bill, an amendment was proposed to allow mor¢

281099 15:10
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than one casino licence but this was defeated, again reflecting Parliaments concern
over the proliferation of gambling.

The re-occurring focus of Governmeats on harm minimisation when introducing new
gambling legislation was also apparent in the most recent liberalisation of gambling in
South Australia - gaming machines in licensed clubs and hotels in 1994. The
introduction of gaming machines followed vigorous and lengthy debate withimn the
community and the Parliament, reflecting the diversity of views within the
community. The Gaming Machines Act (1992) was passed by the narrowest of
margins on a conscience vote.

The issue of competition was not the focus of consideration in the slow and careful
liberalisation of gambling in South Australia. Gambling by its very nature may have
adverse effects on consumers and warrants focus on the need for harm minimisation in
an effort to protect consumers. The Govemment and community focus on harm
minimisation is still very much apparent. This point was illustrated in the Productivity
Commission’s report (Table 14.1) which shows a majority of South Australians
wanting a decrease in the number of gaming machines.

Consistent with these views the South Australian Parliament has determined that for
principally social reasons it does not want to open up the State to the creation of an
unrestricted gambling industry. This stance encompasses (but is not restricted to)
conventional economic analysis that where there are negative extermnalities flowing
from an activity such as with gambling, an unrestricted competitive market is unlikely
to produce the best social and economic outcomes. As a result, some form of
Government intervention in the market would produce better resulis for the economy
and community.

Across the world, gambling is an issue of social conscience for Jegisiatures as well as
the wider community. In South Australia there is strong comImupity concem
regarding the social impact of gambling. The objective of most gambling legislation is
to allay community concemn, whilc also securing the positive economic benefits
associated with gambling as a legitimate form of entertainment.

The South Australian public has not demanded frecr markets in this arca. To the
contrary, it has demanded strong supervision and control to ensure probity, consumer
protection, to prevent the involvement of criminals, a contribution to the development
of tourism in the State and in some instances to specifically reduce the supply of
gambling.

This level of concern in the South Australian community regarding gambling is
evidenced in the recent election of a ‘No-Pokies’ Member of Parliament. Gambling
matters are a significant on-going issue for Parhzmeat with the Hon Nick Xenophon’s
Gaming Industry Regulation Bill currently under consideration. Members will again
be required to exercise their conscience in addressing the wide-ranging social policies
under consideration.

The Social Development Committes of State Parliament also undertook a Gambling
Inquiry to which the Government has recently responded. A copy of that response is
inciuded with this submission.

28/10/99 15:10
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These issues show the concern of both the community and Parliament with regard to
the impacts of gambling and the struggle of Parliament in achieving the right balance
of consumer protection and consumer sovereignty.

This focus on the social issues surrounding gambling is not inconsistent with the
Competition Principles Agreement signed by all jurisdictions. Under the Competition
Principles Agreement Clause 1(3) provides that certain matters, where relevant may be
taken into account as part of a review, these matters include:

(e) social welfare and equity considerations, including community service obligations;
and

(h) the interests of consumers generally or of a class of consumers;

It is the social welfare of consumers in general and more specifically for problem
gamblers that is the principal concern of the community and the Parliament in
addressing gambling policy issues before it.

The South Australian Govemnment is committed to protecting the interests of
consumers through gambling policy and the current approach to regulation. One of
the policy objectives of all gambling legislation is to protect consumers by
guaranteeing integrity, probity and safety of legal gambling activities, consumer
protection and preventing crime and unfair contests. It is the Government’s view that
these objectives are best achieved in a gambling industry controlled by certain
restrictions, such as those currently enforced in South Australia,

The South Australian Govemment does not believe that gambling regulation is
primarily a competition policy issue. It is also of the view that restrictions on
gambling licences in South Australia do not result in significant diminution of
competition in the gambling/entertainment market, 2 matter explored in the following
section.

28/10/99 15:10
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3.1 Introduction

This matter is considered in Chapter 13 of the Productivity Commission Draft Report.

Clause S of the Competition Principles Agreement states that the guiding principle
when reviewing legislation is that it should not restnct competition unless it can be

demonstrated that:

(a) the benefits of the restriction to the community as a whole ourweigh the
costs; and

(b) the objectives of the legislation can only be achieved by restricting
competition.

This approach in determining the relative benefits and costs of restricting competition
through exclusivity arrangements is adopted in this Section.

There are three major areas of exclusivity provided in the South Australian gambling
industry. The Casino Act 1997 provides that there be only one Casino licence issued.
This provides exclusivity to the holder of that licence to provide Casino gaming
services but it is noteworthy that the significant proliferation of gaming machines in
hotels and clubs means that the effective exclusivity only extends to the provision of
table games.

The Racing Act only provides for the operation of one Totalisator Agency Board
(TAB) and the State Lotteries Act only provides for one Lotteries Commission.

3.2 Benefits
() Social

The social factors surrounding the regulation of gambling and hence the
current exclusivity arrangements were comprehensively discussed in section 2
of this submission and will not be repeated here.

As shown in the Productivity Commission’s report (Table 14.1) a majority of
South Australians want a decreasc in the number of gaming machines. While
the basis for this view may well be concern about the level of player loss in
general, and problem gamblers in particular, rather than the number of
machines per se, there would appear to be a clear social preference for, at a
minimum, the continuation of the current restrictions on gambling.

This expressed desire indicates that the community gets a social benefit from
the restrictions on the further expansion of gambling facilities in general and
access to gaming machines in particular.

28710099 15:10
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(iiy  Harm Minimisation

Chapter 13 of the Productivity Commission report assesses the extent to which
exclusivity arrangements and restrictions on venues offering gambling services
advance community welfare. It concluded:

“while exclusivity airangements disadvagtage consumers as a group, it
may be that limiting gambling opportunities in this way provides a
degres of protection to problem gamblers by limiting the gambling
opportunities they face ..... The effect of exclusivity rights on the
accessibility of casino gambling is apparent.”

The South Australian Government recognises the need to help problem
gamblers, and welcomes the Productivity Commission’s confismation that
exclusivity and its associated restrictions on gambling venues can offer
problem gamblers 2 degree of protection by limiting their opportunities to
gamble.

Table 6.15 in the Productivity Commission’s report comparcs the problem
gambling prevalence and harm incidence rates by gambling mode and
frequency of playing. Of the four main forms of garobling the table provides
that Lottcries products result in the least ‘harm’ with ‘harm’ progressively
increasing with racing, gaming machine and casino table game products.

This ranking of the relative harm caused by each mode of gambling is reflected
in the restrictions placed on the availability of each form of gambling to
members of the public in South Australia. This is consistent with an objective
of harm minimisation.

Lotteries and scratch tickets are considered to be the least harmful mode of
gambling and are therefore the most accessible to consumers. Consumers can
buy Lotteries Commission products through the substantial state-wide
distribution network principally in newsagents.

Consistent with the Productivity Commission ranking the location of TAB
outlets are more closely regulated than outlets selling Lotteries Commission
products. Each TAB premises must be approved by the Minister under the
Racing Act taking into consideration, among other things, its proximity to
places of worship, schools and other educational institutions.

Gaming machines, consistent with this ranking, are only accessible fo
consumers through clubs, hotels and the Casino. Restricting gaming machines
to licenscd premises is an attempt to reflect the potential Jevel of harm and
social problems caused by gaming machines by placing them in an
environment which can be more tightly controlied and regulated.

The Productivity Commission has identified table games as having the highest
ratios of problem gambling for weekly players. Table 6.15 shows that weekly
table game players have by far the highest prevalence of problem gambling

28/10/06 15:10
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under either SOGS or the HARM incidence measure, with almost 40 per cent
having a SOGS score of § or more.

The achievement of harm minimisation for table games therefore requires
greater regulatory control and restriction than applies to the broad range of
gambling activities. This is consistent with exclusivity (ie restricted access) for
table games at the Casino. The restriction of the broader provision of this most
problem oriented form of gambling therefore creates a benefit through harm
minimisation, This is accepted by the Commission which states that
restrictions on access do have an impact on table games and thus assists in
reducing the costs of problem gambling in the area where they are potentially
the greatest.

Interactive gambling is not included in the Commission’s rankings but has
been suggested as a source of significant potential harm by a number of people.
There is on-going debate about the most appropriate approach to minimising
potential harm from this source. It is impossible to effectively prohibit access
fo interactive gambling and we acknowledge the merits of the approach
proposed by the Productivity Commission with an emphasis on consumer

protection (hanm minimisation) rather than prohibited or restricted access.

More broadly on harm minimisation issues the Productivity Commission does
suggest that there could be some economies of scale associated with
establishing harm minimisation programs. There also may be some benefit
associated with an ability to enforce self-exclusion orders with a single
provider.

The Productivity Commission sees the key mechanism for harm minimisation
programs through the principle of “informed consent”. Some of the specific
suggestions and issues raised by the Productivity Commission have already
been sddressed in South Australian legislation (eg ATM’s must not be in
gamning areas and gaming machines are barned from shopping centres). Others
are contzined within industry codes of practice which appear to be operating
well in the present gambling legislation environment. These provisions are
however not sufficiently robust for informed consent to be the sole factor in
achieving harm minimisation objectives.

(i) Probity

With regard to the Casino, table games provide a significant opportunity for
fraud and require intensive monitoring, which could be provided at least cost
and highest standard in a single location. The Commission recognises that
there are some cost minimisation benefits associated with exclusive
arrangements in regard to probity checks on games and staff, but considers that
a better approach is to establish appropriate probity procedures for the mode of
gambling and venue type and charge the licensee accordingly. This has the
benefit of ensuring that probity becomes part of the cost structure of the
industry and is reflected in operating arrangements and future decision making.

6
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The Productivity Commission considers that the casino industry in Australia is
unlikely to have significant problems associated with money laundering due to
the role of the Ausiralian Transaction Reports and Analysis Centre
(AUSTRAC). AUSTRAC is the Commonwealth’s anti-money-laundering
agency that collects financial transaction information from industries that dea!

in large amounts of cash, including casinos.

The provision of 2 single Jicence ensurcs probity of the highest standard at the
lowest cost. Exclusivity enables much more stringent and effective probity
checking than if South Australia had several Casinos to monitor. High probity
standards minimisc the potential for fraud, money laundering or other criminal
activity and therefore reduce the incentives for organised crime to be
associated with the casino. A single casino permits greater presence of casino
inspectorate staff. Strong probity has beena specific focus of Parliament since
the original debate on the introduction of the Casino.

Section 4 of the Competition Principles Agreement requires that:

“Before 2 party introduces competition to a sector traditionally supplied by
a public monopoly, it will remove from the public monopoly any
responsibilities for industry regulation.”

Currently the TAB and Lotteries Commission are sclf-regulated through the
Minister for Government Enterprises. If they are to be privatised it is the intent
of the Government that the regulatory functions would be vested with a
separate regulatory body.

(iv)  Regional Development

The Productivity Commission assumes that regional development is a zero sum
game where development in one region comes at the expense of another region
and considers that the net effects Australia wide must necessarily be small. For
this reason, the Productivity Commission does not comsider that regional
development provides a sound raiionale for exclusivity.

However, although it may be a zero sum game nationally, there may be some
benefits from a regional perspective if South Australia can preserve a stake in
the national tourism market. The Productivity Commission does recognise that
in a region with under utilised resources, such as high unemwployment, a
towrism/casino development could provide additional benefits to the economy.
Aftracting a major developer may also require an incentive structure that would
enable them to offset their establishment costs and may therefore require an
exclusivity period,

The Adelaide Casino was established as part of a major development of
underdeveloped railyard space in the CBD. The Casino was and remains an
important rationale for the Convention Centre/s Star Hyatt Hotel/ Casino
precinct. The aim was to attempt to add to the capital development and

7
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tourism infrastructure of the State by establishing a high quality
hotel/convention centre/casino complex. This rationale was one of the reasons

for adopting a single, large casino.

In the case of an exclusive licence for the Adelaide Casino in the event of it
being sold, the single licence will assist in attracting new investors into South
Australia to refain end develop the important tourism complex on North
Terrace. The Casino provides an important quality attraction in Adelaide for
tourists as part of an overall holiday/travel experience. The Casino is also an
important component of the River Torrens redevelopment project.

The Productivity Commission report recognises that there is a case for the
regional exclusivity for casinos, as this can provide a boost to business activity
and employment in the region concemed.

(v)  Revenue Generation

The Productivity Commission report states that provision of exclusive
arrangements provides economic rents 1o the owners of the licence, as the
owner will be able 1o charge higher prices or provide less service than would
be achieved in a competitive environment. The report points to the prices
received from the sale of casino licences and the substantial ongoing licence
fees as examples of the minimum expected financial benefits o be gained by
the owner from the exclusive liccnce.

Further, the Productivity Commission recognises that governments have
captured much, if not all, of the expected financial benefits associated with the
monopoly licence through the sale processes or through licence fees.
Therefore, the monopoly arrangement could effectively be characterised as a
mechanism for collecting tax revenue.

To the extent that they maintain monopoly power, State governroents can
maximise cconomic benefits to the State by segmenting the gambling market
and optimising the net benefits from each market. The gambling industry
provides the Goverament with 2 good source of a least cost revenue collection
method for State Government.

In the case of cxclusive licences for gambling assets 2 single licence will
ensure that the Government will receive the largest possible retum from sale.

With specific reference to the planned sale of the Adelaide Casino, ip order to
maximise sale proceeds, the granting of an cxclusive licence is critical. The
Casino is currently owned by Funds SA as an asset of the Govemment funded
superannuation scheme. The greater the benefits arising from the sale the
lower the required contribution of Government with respect to superannuation
and as such the greater the level of resources available for the provision of
Govermment services.

28/10/99 15:10
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All other jurisdictions have sold Casino licences with valuable exclusivity
periods and South Australia should not be disadvantaged as a result of the later

timing of the Casino sale.

Governments do derive substantial revenue through taxation of gambling, but
this enables the Government to distribute monies back to the community and
contribute additional funding to public services. The revenue raised through
gambling has allowed the South Australian Government to contribute monies
10 help the problem gamblers in the State as well as contributing towards wider
community needs and services.

For the SA TAB, 55% of the distributable surplus is paid to the racing industry,
with the balance (45%) paid into the Hospitals Fund. A small amount is also
paid into the Recreation and Sport Fund. Revenues from the Lotteries
Commission are paid into the Hospitals Fund, except the net proceeds from
“The Pools’ which are distributed to the Recreation and Sport Fund. Of
gaming machine tax revenue $25 milliop. per annum is distributed to the
community through the following funds in accordance with the Gaming
Machines Act (1992):

Community Development Fund
This Fund receives $19.5 million per annumn for spending on
health, education and other community development needs.

Sport and Recreation Fund
This Fund receives $2.5 million per annum which is available to
sporting or recreation organisations that have been adversely
affected by the introduction of machines. Organisations with
gaming machines are excluded. Funding is provided in
accordance with the directions of the Minister for Recreation,
Sport and Racing.

Charitable and Soclal Welfare Fund
This Fund receives $3 million per annum to provide financial
assistance for charitable or social welfare organisations dealing
with problem gamblers and their families as well as to provide
grants to charities within specified guidelines. Funding is
provided in accordance with the directions of a board
established by the Minister for Human Services.

33 Costs

The theoretical economic costs of monopolies are well documented. These costs
includc cxploitation, and therefore, higher priccs, the frequent exercise of monopoly
purchasing power on suppliers and reduced incentives for innovation.

The Productivity Commission report concludes that exclusivity arrangements
disadvantage consumers as a group and that “services and facilities, convenience to

28/10/99 15:10
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players and the range of differently-priced games on offer could be expected to be less
favoursbile than under more competitive supply arrangements”.

()  Reduced Access to Gambling Facilities

The link between exclusivity and accessibility varies between modes of
gambling. Exclusivity does not reduce accessibility in regard to the TAB and
Lotteries as access is generally through agents who are widely dispersed
throughout the State. With regard to the Casino, exclusivity has no significant
effect on access to gaming machines since they are widely available in hotels
and clubs. The only restriction on access ansing from exclusivity
arrangements relates to table games access which is restricted to the Casino.

The question arises as to what ‘cost’ is associated with this restricion on
access.

The Adelaide Casino is situated in the CBD in Adelaide. Over 70% of the
State’s population reside in the Adelaide metropolitan area. Given the size of
Adelaide the Casino is in the vicinity of the large majority of South
Australians. This implies that access to table games at the Adelzide Casino is
only significantly limited for those living outside of the Adelaide metropolitan
area.

Table games and other gambling opportunities are also increasingly available
over the Internet making access for those wishing to utilise table games much
casier than ever before. Gamblers no longer even have to Jeave home to access
table games.

The Productivity Commission does not fully recognise the extent of available
substitutes both within the gambling industry itself and in the broader
entertainment industry. The gambling industry of South Australia has to
compete in national and regional markets with many altemative gambling and
entertainment options for consumers.

As noted previously the Commission’s survey revealed that a majority of South
Australians want a decrease in the number of gaming machines in the State.
This would indicate that even if restrictions on accessibility limit ‘consumer
choice’ in South Australia, further restictions on the number of gaming
machines and by implication gambling more generally may in fact be the
choice of the vast majority of consumers.

The Government believes the costs of restricted aceess to table games arc more
theoretical than real in that there are numercus suppliers of gaming machine
and other gambling opportunities and the community displays no real desire for
table gaming gambling to be more widely available in suburban venues.

The impact on consumers of exclusivity provisions for the Casino has not been
quantified by the Commission. Given the widespread availability of other

10
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gambling opportunities in the State the cost to consumers of exclusivity for the
Casino would be frivial.

Gaming Machine Venue Types

With respect to gaming machines, the current restrictions on venue types in
South Australia reflect community views and social issues arjsing from the
adverse effects of gambling. The Productivity Commission expressed concem
over the policy of gaming machincs being generally restricted to premises that
have certain types of liquor licences and whether linking alcohol and gambling
licensing is good policy. The Productivity Commission suggested that a
broader venue based risk assessment approach might be preferable. The policy
of restricting the playing of gaming machines to adults results in the need to
Jimit this mode of gambling to licensed premises. If a broader venue base were
to be considered this may, as recognised in the draft report, result in more
outlets with gaming machines (ie greater accessibility). A balance must be
drawn between the greater access and harm minimisation. It is clear that the
use of gaming machines have resulted in social problems for a portion of the
community and this necessitates careful, considered accessibility arrangements,
such as those currently in place.

The Parliament of South Australia recently re-affirmed its view for restricting
the access to gaming machines on harmm minimisation grounds when it
amended the Gaming Machines Act to preclude the further introduction of
gaming machines into hotels located at shopping centres. Parliament

considered this to be an inappropriate combination of services and that gaming
machines should be restricted to licensed premises away from shopping areas.

Comments in the Productivity Commission draft report on COmpansons
between the gambling enviropments provided by clubs and hotels are not
relevant to South Australia. This is due to the fact that clubs and hotels are
subject to consistent regulatory arrangements including a cap of 40 gaming
machines per venue,

(i)  Increased Price of Gambling

The Commission links the restriction on consumer choice ansing from
exclusivity provisions to incrcascd prices. We are not convinced that such
restrictions have any effect on prices, especially in the absence of any
supporting argument from the Productivity Commission.

The absence of any impact on the price of gambling is considered feasible for
WO reasons:

1.  Controls on price; and

2.  Competition constraints on prce and consymer chojce.

n price: Gambling providers do not have complete freedom to adjust
prices. Independent regulation of the rules of casino games and of mimmum

11
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payout ratios on gaming machines restricts the ability of an operator o extract
excessive monopoly profits.

For the Casino the “price’ of table games are fixed by the rules of the game as
approved by the Gaming Supervisory Authority and are not subject to
variation. For gaming snachines a minimum payout ratio of 85% is applied.

For the TAB and the Lotteries Commission legislation or regulation controls
the ‘price’ of gambling. The ‘price’ is also influenced by the need for common
ratos that results from the pooling arvangements for these entities with other
States.

These factors prevent an operalor from extracting monopoly profits.

ition ¢ ints on po nsumer ice: The Productivity
Commission report states that exclusivity disadvantages consumers by raising
prices and restricting choice. This argument may carry some weight if each
mode of gambling is considered in isolation. However, if the broader picture
of the whole gambling industry is considered consumers have 2 much greater
choice.

Price exploitation by gambling providers assumes limited competition which is
not the case for gambling providers. Exclusivities apply within each narrow
mode of gambling but these gambling providers compeie with a range of
gambling service providers (including each other) as well as mors broadly in
the entertainment industry.

Consumers can choose between many different types of gaming and wagering
in various venues. In econmomic terms, there are significant cross-elasticities
between the diffcrent gambling markets. These competitive forces were
evidenced at the introduction of gaming machines which clearly had an adverse
impact on the revenucs of other gambling activities.

The rapid growth of gambling and communications technology in Australia bas
also led to substantial competition between different types of gambling and
opcrations based in different states. The TAB competes for its telephone
betting with both bookmakers and interstate TABs. Interactive gambling via
the Internet is further giobalising gambling opportunities allowing competition
for the gambler’s dollar regardless of location, pushing up payout rates
(lowering prices) and lowering tax rates. The ability to segment the individual
gambling markets domestically is now seen to be increasingly limited.

Further, the gambling industry is merely part of a much wider and constantly
expanding entertainment industry, offering consumers even more choices in
venues varying from their own home, movie theatres, restaurants to huge sports
stadiums, available at a large range of prices.

The inability to adjust prices and the competitive forces under which gambling
providers operate indicate that the exclusivities provided do pot allow
monopoly pricing of gambling services.

12
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3.4  Benefits OQutweigh the Costs

The current debate in South Australia over gambling reiterates that gambling is a
matter of social policy rather than competition policy and that exclusivity restrictions
are consistent with community interests and needs.

As quoted in the Productivity Commission report a majority of South Australians want
a decrease in the number of gaming machines. This implies that there is minimal
consumer surplus in the South Australian gambling industry and therefore limited cost
to consumer choice. The community wants to Jimit consumer choice in the gambhng
industry. Adherence with this community desire would in itself provide a benefit to
the community.

Competition policy requires that the relative benefits and costs associated with the
provision of exclusivities in the gambling industry be weighed against each other. Itis
necessary to consider two categories of gambling.

)] Casino (Table games)
Benefits:
- Harm minimjsation
- Revenue generation
- Probity
- Regional development

Costs:
- Restricted access to casino table games

The greatest benefits associated with exclusivity to table games at the
Casino relate to harm minimisation and revenue generation. Harm
minimisation is achieved through restricting access to table games as
the type of gambling with the highest rate of associated problem
gambling. The exclusivity also ensures the greatest revenue result for
the State to assist in the provision of government services.

In addition to these benefits the exclusivity provides benefits associated
with probity, and regional development.

The cost of exclusivity at the casino relates to restrictions on access. As
outlined sbove this is not considered significant since table games are
easily accessible to the vast majority of South Australians and there are
a range of other options including the Internet where table games can be
accessed.

In the Commission’s view, supply restrictions can only be justified if
they reduce the social costs of problem gambling by more than the
adverse impact on recreational consumers. This is true with regard to
Casino gambling.

13
28/10/99 15:10



28-0CT-99 THU 15:33 POLICY&CABINET DIVISICN FAX NO. 082261111 P.18/34

SA Governmens Submission to the Productivity Commission
Inquiry into Australia’s Gambling Industries

(i) TAB and Lotteries
Benefits:
- Revenue gencration

Costs:
- Potential increased price of gambling (likely to be minor)

The benefit of revenue gemerztion stems from the TAB and
Lotteries exclusivity arrangements.

There does not appear to be any significant cost associated with
the cumrent arangements. TAB and Lotteries Commission
products are widely accessible thronghout the State and the
potential for monopoly pricing is removed by Government
controls on ‘price’ through legislation and regulation and pooling
arrangements with other providers. They are also subject to
significant competition in the gambling and entertainment market.

The benefit therefore outweighs any costs of the cument
exclusivity arrangements.

Conclusion

In conclusion, even leaving aside the clear social benefits from, and community
preference for, retaining restrictions on gambling, the economic benefits such as harm
minimisation, revenue gencration, probity and regional development clearly outweigh
any costs of exclusivity on the range of gambling products.

3.5  Alternative Approaches

The Competition Principles Agrecment requires the consideration of “alternative
means for achieving the same result including non-legislative approaches”. The
alternative methods we considered for achieving the will of the community and
Parliament for restrictions on the supply of gambling are as follows:

(i) Alternative: Selfregulation and placing the major responsibility on the venue
opcrators. This would involve a statutory requirement or voluntary code, for a
duty of care on the part of gambling providers.

Discussion: Even if the major responsibility was placed on the venue operator,
2 mechanism would still be required to check that the venue operators were
fulfilling their obligations.

A voluntary code of practice already exists in South Australia and it appears to
be working well. However, this voluntary code of practice is not sufficiently
robust to combat the existence of problem gambling without the additional
restrictions currenily applied to the gambling industry as a whole.

14
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Monitoring, regulation and probity checks can be carried out more efficiently on
a single or limited number of entities in a restricted industry.

It is also not ¢lear that such 2 model would increase consumer welfare through
lower prices (see discussion above).

(i) With particular reference to the Casino Act 1997, the objective of the legislation
was to confribute towards the establishment of a major landmark tourism

development in Adelaide with the setting up of 2 Casino complex.

Alternative: A system of unrestricted licence numbers (aside from probity and
Jand use controls) and explicit taxes on non-preferred venues and subsidies for
preferred venues to reflect tourism or other objectives.

Discussion: Such a system seems unduly complicated. The community’s
preference will remain that of restricting Casino numbers by the (equally
transparent) means of licensed exception from general legal prohibitions on
gambling.

If Parliament so decided, it could confer on the Executive Government the
responsibility for determining how many gambling licences would be issued.
However, that is not likely to occur. The elected representatives and therr
constituencies hold strong views on this issue and it is unrealistic to expect that they
would give carte blanche to any Government. In any event and apart from that reality,
it is most desirable for legislation to specify the number of licences available in the
interests of accountability and to ensure the highest levels of probity in Government

dealings with existing and potential gambling operators.

3.6 Conclusion

As outlined above it is the clear belief of the South Australian Government that
gambling is a matter of social policy which is best considered by the Parliament from
time to time. Parliament then typically considers these matters as conscience votes of
Members reflecting the broader community views.

This is not inconsistent with the Competition Principles Agreement since that
Agreement specifically provides for social factors as relevant to its provisions.

Notwithstanding the prevalence of social issues surrounding gambling and the will of
the community to restrict gambling services it nevertheless can be demonstrated that
the current exclusivity arrangements for various gambling operators in this State
provide benefits that outweigh any costs associated with the restriction.
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4. Taxation Poli e ‘Price’ of in
4.1 Introduction

The Commission has not found a strong, Or unambiguous, case for significant
reductions in gambling taxes. The Commission also considers that:

o the evidence of low responsiveness to price changes (while not definitive) should
caution against assuming that simply because gambling taxes are high, there
would be large efficiency gains (via recreational gambiers) from reducing them;
and

o the likely variation in responsiveness to price changes among different forms of
gambling should caution against assuming that a move towards uniformity would

significantly improve resource allocation or improve welfare.

The South Australian Government welcomes the Commission’s findings.

42  The ‘price’ of gambling and efficicacy costs of gambling taxes

An efliciency analysis of taxation is essentially an analysis of the extent to which the
supply and cousumption of individuals goods and services varies from that supply
pattern that would hypothetically exist in the absence of taxation’; and of the valuation
placed on the loss of consumer satisfaction that results, or the relative loss of
consumer satisfaction arising from one pattern of supply/taxation as against another.
The Commission is Tight to take a cautious approach to this subject having regard to:
(1) the practical limitations of the pure theory of taxation;

(2) the difficulty in satisfactorily specifying a ‘price’ and ‘quantity’ in respect of
gambling;

(3) a problematic relationship between tax rates and return to player ratios; and

(4) 2 lack of relationship between retum to player ratios and gambling cxpenditure.

* Assuming no market failure or alternatively third party effects (externalitics) are fully reficeted in retative
prices or otherwise regulated. '
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Taking each of these points in tumn:
(1)  Optimal tax theory

The theorctical findings of the optimal taxation literature are extraordinarily
difficult to operationalise particularly having regard to ‘second best’ issues
when all economic ‘commodities’ (traded and untraded) are not, and could not,
all be taxed and taxed uniformly.

e It is possible that communities can ‘identify’ a pattern of taxation that
approaches consistency with an efficient allocation of resources as the
practical outturn of democratic processes given the problematic nawmre of
identification and valuation of ‘externalities’ as en input into the
identification of an optiral tax structuxe anyway.

e Ip any event tax rates recently legislated by Parliament must be given
some standing, as with other regulatory provisions (c.f Section - gambling
is a matter of social policy).

@) ‘Price’ and ‘Quantity’ of gambling

The Commission appears to assume that ‘price’ is simply equivalent to the
inverse of the retumn to player. This may be correct but the rationale behind

this assumption does not appear to be explored.

The “price’ that is perceived by a gambler is not clear. One interpretation is
that the “price’ for a gambler would be the expected retum from each gamble
as measured by expectation of success. Thatis, a gambler would sum up the
probabilities of winning different retums from a bet, with the net compilation
of these expectations the expected loss/gain (ie ‘price”) of the gamble. With
perfect information about a game this would lead the gambler to the conclusion
that the price of 2 gamble is equivalent to the legislated or preset chance of
winning (i¢ the inverse of the retum to player).

A lack of perfect information therefore may make the ‘price’ of gambling
different for each player. In particular, the expectation of winning is likely to
reduce the perceived price - particularly for problem gamblers. Gamblers may
also incorrectly expect the price to change as they oxpect the chances of
winning to be greater after a period of no winning bats.

17
28/10/99 15:10



28-0CT-99 THU 16:35 POLICY&CABINET DIVISION FAX NO. 082261111 P.22/34

SA Government Submission ro the Productivity Commission
Inquiry into Australia’s Gambling Industries

The difficulty in defining the ‘price’ and ‘quantity’ of gambling is also
apparent in that the Australian Bureau of Statistics does pot include gambling
in the consumer price index. Similarly the ABS does not use a gambling
specific deflator for gambling expenditure in the national accounts. Rather it
uses as a deflator the CPI ‘All groups excluding medical and hospital’. The
ABS Australian national accounts, concepts, sources and methods publication

(ABS cat. 5216.0) states that:

«This is not an atterapt to measure the quantum of gambling as such,
but rather to estimate the purchasing power, over other consumer
goods and services, of net gambling expenditure on gambling.”
(p-100).

The ‘quantity’ of gambling is a similarly nebulous concept. The proposition
that ‘quantity’ can be considered as each dollar ‘gamble’ or the purchase of an
opportunity to win (ie the purchase of risk) is difficult to reconcile with the fact
that gamblers can choose various intensities with which 1o gambie. Is 2
gaming machine player who plays at a higher number of credits per line
purchasing a greater ‘quantity’ or paying a higher ‘price’?

Although the Comumission has used the concept of consumer surplus to identify
and value the order of magnitude benefit obtained by non problem gamblers
from recreational gambling as compared with prohibition, the concept of price
and quantity for gambling are not sufficiently specified to permit conclusions
based on consumer surplus analysis or equivalent general equilibrium analysis
(c.f. ECONTECH estimate of $477m-$735m welfare gain from reducing
gambling taxes to 10 per cent) as to appropriate tax rates, and the Commission
has appropriately refrained from so doing.

(3)  Effect of tax on ‘return to player’

It is not clear that the ‘price’ of gambling in the form of retumn to player is
affected by changes in tax rates as assumed by the Commission.

In South Australia, tax rates applying to gaming machines increased in each of
1996-97 and 1997-98 with no increase in the price of gambling over the same
period (in fact slight reductions occurred). This is inconsistent with the
Commission’s assumption that increases in tax would increase the ‘price’ of
gambling. Details are shown in the following table:

18
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South Australia 1995-96 1996-97 1997-98 1998-99
Tumover ($m) 2,622 3,024 3,292 3,724
Player loss ($m) 319 364 395 442
Tax ($m) 110 134 161 191
Retum to Player 87.8% 88.0% 88.0% 88.1%
Ave. Tax rate 34.5% 36.9% 40.7% 43.2%
Price per dollar ‘gamble’ 12.2¢ 12.0¢ 12.0¢ 11.9¢

Source: SA Office of Liquor and Gaming Commissioner.

A table showing comparative ‘price’ and the level of taxation across
jurisdictions with respect to gaming machines is also informative and
counter to the proposition regarding the relationship between tax and

price.
1997-98 NSW VIC QLD SA Tas ACT NT
Turnover ($m) 30,540 18,008 4,058 3292 207 1249 232
Player loss (Sm) 2989 1,711 601 395 24 127 20
Tax (Sm) 690 707 180 161 10 28 10
Retum to Player 902% 90.5% 852% 88.0% 884% 89.8% 91.4%
Ave. Tax rate 23%  41%  30% 41%  42%  22% 50%

Price per dollar ‘gamble’ 10¢ S¢ 15¢ 11¢ llc 10¢ 9¢
# Queensland previously had a fixed retum to player rate of 85%., This fixed percentage has recently been

removed.
Source: Australian Gambling Statistics, Tasmanian Gaming Commission.

In the case of gaming machines an adjustment to ‘price’ resulting from an
increase in the tax rate would require a reduction in the retum to player ratio
applied by that vepue. Typically jurisdictions have minimum return to player
ratios at a rate of 85% but in practice gaming machine operators n South
Australia are installing machincs with higher payout ratios. The relative
infancy of gaming machine operations in South Australia may help explain this
— payout ratios were initially informed by the legislated minimum but the
economic rent generated for early entrants to the market was sufficiently large
to allow competition to force lower prices even in the face of increasing
capture of part of the rents through a higher level of taxation.

More generally, 2 lack of gambling price respounsiveness (o taxation
adjustments may be explained by the ‘stickiness’ of gambling prices resultmg
from Government regulation (¢g Commission on TAB bets) or the inherent
rules of the game (eg roulette). A change in taxation levels might merely affect
the distribution of the gross profit (player loss) between the govermment (by
way of tax) and the gambling operator for costs and profit. Under this
proposition an increase in tax might not affect prices greatly- rather it would
act 1o redistribute profit from operators to the Government as additional tax
revenue.
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One of the Commission’s preliminary conclusions that increases in gambling
tax will not assist problem gambling may still be appropriate. However, this
may be attributed to the possibility that the ‘price’ of gambling might be
largely unaffected by the level of tax as well as inelasticity of demand for
problem gamblers.

The Commission may also wish to consider the potential significant mteraction
between tax and regulated minimum payout ratios. Where regulated mimmum
payout ratios act (o constrain the market ‘price’ of gambling then increases in
tax rates may lead to pressure on gambling operators and thus reductions in the
supply of gambling services. This effect however comes as a result of the
interaction of taxation and regulated minimurm ratios, not purely as a result of
taxation policy.

Tax Rate Calculati

Note that in comparing tax rates the Commission typically assumes all revenue
received by Government from gambling assets to be tax revenue. In
jurisdictions with government owned gambling assets the government often
receives the full distributable surplus of the gambling assets. This would at
least notionally consist of gambling tax and profit stream that would accrue to
the owner - in this ¢ase the Government.

The use of the total revenue distribution leads to the calculation of somewhat
misleading very high rates of tax on gambling assets in some jurisdictions as
compared to others where the profit stream has been sold for a lump sum
payment.

We caution the Commission in comparing tax rates and government revenues
both between jurisdictions and between varying fypes of assets where
government ownership strucures exist.

(4)  Return to player ratios and level of gaming expenditure

It is noted that some consideration has been given to the slope of the demand
curve in the Commission’s analysis of coasumer surplus but that little attention
appears to have been given to the shape of the curve ie that slope may vary
over the length of the curve.

It is also nmoted that demand elasticities reported, and those used by the
Commission straddie a figure of -1, ie unit elasticity.

If total gambling expenditure were not significantly related to price (ie if the
demand curve exhibited close to unit elasticity) and no change in player loss
would be expected to occur as a result of 2 lower rate of tax, most cormmunities
are unlikely to find it compelling that government revenue should be forgone
so that the somewhat indeterminately defined ‘quantity’ of gambles can be
increased to its ‘economically optimal’ level and that room can be made for
more gambling operations in the comununity.

20
28/10/99 15:10



28-0CT-99 THU 16:38 POLICYSCABINET DIVISION FAX NO. 082261111 P.25/34

SA Government Submission so the Productivity Commission
Inguiry into Australia’s Gambling Industries

4.3 Couclusion

The South Australian Government is satisfied that gambling tax rates in South
Australia are set appropriately:

Gambling tax rates established in State legislation will be reduced pnor 0 1 July 2000,
but only to the extent of offsetting the introduction of a GST.

» This is a provision of the InterGovernmental Agresment so that as required by the
Commonwealth Government, the introduction of 2 GST does not cause an
increase in the overall rate of gambling tax.
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GOVERNMENT RESPONSE TO THE RECOMMENDATIONS OF THE SOCIAL
DEVELOPMENT COMMITTEE GAMBLING INQUIRY REPORT

1. Regulations and Legislation

1.1  The Committee believes that no one Minister should be solely responsible for
all areas associated with gambling activities and, in particular, 10 avoid
potential conflict of interest, the Treasurer’s commitment should involve the
receipt of revenue only. The Committee believes that there should be
coordination, via a Cabinet sub-committee, between all Ministers with
portfolio involvement in gambling activities, o ensure that there is a proper
balance between revenue raising functions, licensing and community welfare
responsibilities.

At present there is no one Minister solely responsible for all areas associated
with gambling as a number of Ministers have responsibilities associated with
gambling related matters. The Treasurer is responsible for taxation policy and
the collection of revenue. The Treasurer is also responsible for the regulation
of gaming machines, the Casino and small lotteriecs, The Minister for
Govemment Enterprises is responsible for the Lotteries Commission and the
TAB. The Minister for Racing is responsible for the regulation of bookmakers.
The Minister for Human Services is responsible for Gamblers’ Rehabilitation
Fund and the associated provision of counselling services.

The Government accepts the need for co-ordinated responses from Ministers
but does not agree with the view that there is not currently a proper balance
between revemue raising functions, licensing and community welfarc
responsibilities in the current structure for managiug all areas associated with
gambling activities.

Whole of Government coordination on gambling issues is provided by Cabinet
consideration of matters as they arise. Present arrangements including
Ministerial responsibilities, are considered effective.

1.2 A Code of Advertising Practice. appropriate to each gambling code, be
presented to the Attorney General and tabled in Parliament no later than first

sitting day 1999.

The South Australian Hotel and Club industries in conjuncticn with Centacare
and the Liquor and Gaming Commissioner have already implemented 2
Gaming Machine Advestising and Promotion Voluntary Code of Practice
which already restricts advertising and promotion of gambling on gaming
machines in hotels and clubs.

The Adelaide Casino does not have a corresponding code but its advertising
and promotion is scrutinised by the Lotteries Commission, the Liquor and
Gaming Commissioner and, where appropriate, the Gaming Supervisory
Authority.
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SA Lotteries, along with all other Australian lotteries jurisdictions, complies
with the Advertising Code of Ethics as defined in the Australian Lotteries Code
of Practice. SA TAB advertising complies with relevant advertising industry
standards.

Consistent with the principle of industry self-regulation, the Government will
require the new operator of the Casino and any ncw opcrators of the TAB and
Lotteries Commission (if the Government decides to sell the TAB and the
Lotteries Commission) to prepare and then corply with a voluatary Code of
Practice for Advertising and Promotion. After a period of two years the
Govemment will review the effectiveness of the voluntary Code of Practice
model before considering mandatory models.

1.3 A ceiling of 11 000 gaming machines be imposed, with the cap to be reviewed
biennially with the long term aim of reducing the number of gaming machines
in South Australia to less than 10 000.

The matter of 2 cap on the number of gaming machines in South Australia has
recently been considered and rejected by Parliament as part of the Gaming
Machines (Freeze on Gaming Machines) Amendment Bill 1998 introduced by
the Hon Nick Xenophon on 4 November 1998. This matter was a conscience
vote of Members. It will continue to be a matter for a conscience vote of
Members.

1.4 The statutory limit of 40 gaming machines per venue, excluding the Casino, be
retained. However the Committee is opposed to the establishment of “pokie
parlours” or the like, which are devoid of factlities for meals, relaxation areas
ete. and recommends that these venues not be granted gaming-machine
licenses.

The Gaming Machines Act 1992 already contains provision under Section 16
that no more than 40 gaming machines can be held under a gaming machine
licence. The Government is not aware of any planned legislative amendment
to have the limit of 40 gaming machines operating per venue increased. In any
event, consideration of this matter would be a conscience votc of Members of
Parliament.

The Gaming Machines Act 1992 also contains provisions under Section 15 that
prohibit the grant of a gaming machine licence to venues that would be devoid
of facilities for meals and relaxation areas. Section 15(4)(¢) of the Gaming
Machines Act provides that the Commissioner cannot grant a licence unless
satisfied "that the size of the proposed gaming operations on the premises
would not be such that they would predominate over the undertaking ordinarily
carried out on the premises” and section 15(4)(D) stipulates “that the conduct of
the proposed gaming operations on the premises would not detract unduly
from the character of the premises, the nature of the undertaking carried out on
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the premises or the enjoyment of persons ordinarily using the premises (apart
for the purpose of gaming)."

There is no gaming machine licence in South Australia held in respect of
premises that do not provide the full range of hotel and club facilities.

L5  All gambling codes should contribute to the Gamblers' Rehabilitation Fund.

The Government acknowledges the principle that problem gambling does not
stem solely from gaming machines and is sympathetic to the view that
increased resources should be provided to the Gamblers’ Rehabilitation Fund.
The Government will consider the level of increased funding in the preparation
of the 2000-01 BudgeL.

The GRF is currently using accurnulated funds to meet its expenditure
requirernents in 1999-2000 and these funds will be fully expended in 2000-01.
Whilst the GRF Evaluation report concluded the current level of funding was
adequate to meet current demand for services, it also noted that additional
funding could be sought from other gambling codes to meet increased future
demand for community education, prevention and treatment services. It should
be noted that all available profits from TAB and Lotteries Commission are
retumed to the Hospitals Fund already and, in the case of the Casino, to the
Consolidated Account, the Housing Improvement Fund and FundsSA.
Amounts received into the Budget are fully allocated in the annual budget
process to public scrvices. Thetefore any increased allocation to the GRF will
have to be funded in the usual way by reducing spending in other public
services or by raising increased taxation revenue.

1.6  Local Government be notified, and have the right to be heard by, the Liquor
and Gaming Commissioner, before any decision is made to grant a gaming
licence in its area, or to expand the number of gaming machines.

Under section 29 of the Gaming Machines Act applications for the grant of a
gaming machine licence must be advertised. Applications for an increase in
the approved number of machines may be advertised at the discretion of the
Commissioner.

Where an application has been advertised any person, including the relevant
Council, may object to the application. This mifrors a similar provision in the
then Liquor Licensing Act 1985.

However, the Liquor Licensing Act 1997 recognises the key role of local
councils and now provides that an applicant must "at least 28 days before the
date fixed for hearing the application give written notice to the council for the
area in which the licensed premises are, or ate to be, situated.”

A council then has the right to intervene in proceedings before 2 licensing
authority "for the purpose of introducing evidence, or making representations,
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on any question before the authority.” A council may also object to the
application.

The Govemment supports a similar provision in relation to the Gaming
Machines Act but only in relation fo applications that are advertised, and
provided that the discretion to advertise an application for an increase in
numbers under an existing licence is retained.

Many applications for an increase in the approved number of machines are for
a few machines in an existing approved gaming arca. These applications do
not warrant the cost or the delay of advertising. However, if the application is
for a significant increase that will change the character of the venue a direction
to advertise will be made.

2. General

2.1  All gambling venues be required to display in a prominent position,
appropriate and relevant information on how to contact gambling and
rehabilitation and counselling services.

This is already required for gaming machines. It is a condition imposed by the
Liquor and Gaming Commissioner on all gaming machine licences that:

“the licensee must display in at least one prominent position within each
designated gaming area:-

- rules ancillarytogamingconductedontheljcensedpremises in a form
approved by the Commissiones;

- anotice in the form approved by the Commissioner advising patrons of the
provisions of section 59(2) of the Act (the barring provisions);

- anofice in the form approved by the Commissioner advising patrons of the
name and address of at least three organisations that are able to provide
assistance if a patron is experiencing a problem with gambling."

Mechanisms will be put in place to require other significant gambling venues
such as the Casino and TAB outlets to display such information and relevant
Ministers will determine the appropriate arrangements.

3. Public Awareness

31 A community education program, focussing on the potential risks associated
with excessive gambling and the likely repercussions it may have for family,
friends, the workplace and the communily, be initiated.

Community education is already taking place in relation to gaming machines
under the provisions of the Gamblers’ Rehabilitation Fund. While there has
not been a great emphasis on preventive strategies in the early stages of
developing a system of services to provide direct assistance to problem
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gamblers and their families, some work has been done. Individual agencies
fanded under the Gamblers® Rehabilitation Fund also provide some community
education about risks as well as providing information about access to services.

A number of community education initiatives have been under development
under the Gamblers® Rehabilitation Fund, including a statewide campaign and
some other campaigns targeted at particular areas and high risk populations.

32 An education campaign involving all gambling codes be instigated to inform
users of these codes of the counselling services that are available to them.

This is already occurring in relation to gaming machines including the recently
commenced campaign to adventise the 24-hour telephone counselling service.
Contact details for counselling services are av ilable in the telephone White
Pages under ‘Gamblers Rehab. Services'.

3.3  School-based education programs and media campaigns be directed towards
young people to inform them of the risks associated with excessive gambling.

A school-based program in relation to gaming machines is one of the package
of initiatives referred to in the response to recommendation 3.1 (above) that is
under consideration by the Department of Human Services. In addition, the
Department of Education, Training and Employment offers a range of curricula
to school students in the areas of Mathematics, [ealth and Physical Education,
that assists students to learn about the risks associated with excessive

gambling.

Expericnce has shown that leaming is more effective when it is incorporated
into students’ day to day curriculum over a number of years.

4. Satellite, Internet and Interactive Home Gambling

4]  The preference of the Committee would be to see interactive home gambling
banned and it recommends that the national task force investigate the
technical feasibility of achieving this. However, should this be impossible. the
Committee recommends that: [4.2-4.5]

As the Committee is aware a State and Territory Gaming Minigters” working
arty has developed a draft national regulatory model "a Draft Regulatory
Control Model for new forms of Interactive Home Gambling."

This model was predicated on the position that the enforcement of a legislative
ban would not be possible. It also took account of advice from the
Commonwealth Government which at that time indicated it would not interfere
with Internet commerce by blocking gambling products.
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Since the national mode( was devcloped the CSIRO has been commissioned to
test whether Intemet content can be effectively blocked using technology. The
CSIRO reported to the National Office for the Information Economy in June
1998 and conciuded that content blocking implemented purely by
technological means would be ineffective on the grounds that “any technology-
based solution can be worked around — purely as a resuit of the sheer pace of
technology change on the Intemet™.

Tt is acknowledged that just as it is not possible to enforce a ban on Intemnet
gambling product there are limitations of the regulatory approach. It is not
possible to regulate, licence or ban overseas providers of interactive gambling
product. The strength of the draft regulatory model is that it accepts the
limitations of Government in this arca and provides consumers with a licensed
alternative which has met the necessary requirements to ensure the integrity of
the game.

Since the release of the national model the Federal Treasurer has referred
Australia's gambling industries to the Productivity Commission for inquiry and
the provision of an information report within tweive months. The scope of the
inquiry is broad and includes at clause 3(f) “the implications of new
technologies (such as the Intemet), including the effect on traditional
government controls on the gambling industries.”  The Productivity
Commission has recently released its draft report which supports a managed
liberalisation approach to Internet gambling with strict regulatory controls to
ensure integrity and consumer protection.

A Select Committee of the South Australian Legislative Council on Internet
and Interactive Home Gambling by Other Means of Telecommunication was
established on 10 March 1999. Further, this matter is currently before
Parliament in the form of the- Hon Nick Xenophon’s Gambling Industry
Regulation Bill 1999.

The Government has given in principle agreement fo the national regulatory
model and has approved the drafling of appropriate legislation.  The
Government will, however, continue to monitor all initiatives in this area,
including proposals to prohibit such activities. :

4.2  The national task force continue 1o work closely with State and Territory
governments to investigate methods of regulating gaming on the Internet and
interactive home gambling.

43  The national iask force on Internet and interactive home gambling comprise
legal, financial, regulatory and gaming industry expertise.

44  The national task force on Internet and interactive home gambling provide
assistance to State regulators in enforcing legislation and enswring that the
model that is adopted is adhered to by all participants.
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45  The national task force on Iniernet and interactive home gambling establish
Jinks with international regulatory bodies

The South Australian Govermnment through a variety of forums, including
Gaming and Racing Ministers meetings, Gaming CEO meslings and interactive
gambling working groups will continue to work closely with other States and
Teritories on this issue. It will also continue to monitor new developments in
Australia and overseas.

5. Gaming Machines

5.1  Gaming machines with linked jackpots remain illegal within South Australia

The Gaming Machines Act 1992 (s53) expressly prohibits linked jackpots.
Future consideration of this matter would be a conscience vote of Members of
Parliament.

5.2 A moratorium be placed on all gaming machines with a capacity 10 accept
denominations of money notes.

There are currently no gaming machines with bill acceptors operating in South
Australia. The issue of bank notes in gaming machines will be considered
during debate on the Hon Nick Xenophon’s Gambling Industry Regulation Bill
1999 currently before Parliament. Consideration of this matter would be 2
conscience vote of Members of Parliament.

5.3 Research be carried out on the feasibility of implementing a time lapse
between a major payout and resumption of play on that machine.

The South Australian Gaming Machine Technical Standard, developed and
approved by the Liguor and Gaming Commissioner already requires that any
substantial win ($1,000 or more) must cause the gaming machine to ‘lock up'.
The player must call an attendant who must clear the substantial win before the
machine can be played further.

South Australia currently leads the way through the mandated, substantial win
requirement and has had this facility in place since the commencement of
gaming. No other State or Territory mandates a delay after win.

6. Training and Counselling

6.1 All government-funded counselling services continue (0 be monitored and
evaluated with an aim to meeting the social and financial needs of problem
gamblers and their families. In addition services need to receive adequate

funding to flfil these obligations.
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Regular evaluation of counselling services already occurs. The Evaluation
Report into the Gamblers’ Rehabilitation Fund has recently been completed. It
indicated that funded services arc meeting intended aims and that the level of
funding is adequate for the purposes it was allocated, including financial and
therapeutic counselling and family support services. While the Fund is
primarily to assist people with gaming machine problers, gamblers from other
codes also receive assistance.

6.2 All staff employed in the gambling industry be informed about counselling and

rehabilitation services available for people who might have a problem with

gambling.

Training for gaming machine industry participants currently covers this issue.
However, the training is not a stamtory requirement for approval as a geming
machine manager or employee. To mandate such training would impose an
unreasonable burden on the industry and would have resource implications for
the Office of the Liquor and Gaming Commissioner because of the need to
audit to ensure compliance.

The Government will extend awareness of available counselling services to all
gambling industry staff; responsible Ministers will ensure that information
aboul access to counselling services is available to the Lottenes Commission,
TAB, Casino and the racing industry through RIDA t© enable them to

distribute to staff involved in the provision of gambling services as appropriate.

6.3 Counselling and support services be developed for families of problem
gamblers and others affected by problem gamblers.

Families of problem gamblers receive support services under the provisions of
the Gamblers’ Rehabilitation Fund. The recent Evaluation Report on the
operation of the Fund indicates that approximately one quarter of funds
allocated for direct services are used for these pusposes.

7. | Research

7.1  An independent economic-impact study on gambling be conducted to clarify
and assess anecdotal evidence relating to the effects that gambling in general,
and gaming machines in particular, are having on the retailing and, in
particular, small business

The Government does not accept that a further economic impact study of the
impact of gambling on other sectors of the ecopomy is necessary at this time.

The Productivity Commission is undertaking a wide ranging review of

Australiz’s gambling industries, and has specific terms of reference 10
investigate issues associated with the economic impact of gambling. One of
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the terms of reference issued to the Productivity Commission 1s to examine and
report on: '

“the economic impacts of the gambling industries, inciuding industry
size, growth, cmployment, organisation and interrelationships with
other industries such as tourism, leisure, other entertainment and
retailing”.

The Productivity Commission has released its draft report. The Commission
will now undertake further consultation before a final report is released in
November.

There would seem little value in the South Australian Government
commissioning a separate inquiry which would duplicate to a significant extent
the current work of the Productivity Commission in this area.

72  Research on gambling conducted in Australia be co-ordinated and collated 10
avoid unnecessary duplication and fo assist in facilitating other research
programs, in particular those relating specifically to South Australian
conditions.

Gaming Ministers established 2 working party chaired by South Australia "to
advise on the containment and combating of problem gambling behaviour 1n
the community.” The Ministers further agreed that the working party would:

. co-ordinate the exchange of information on gambling research and res¢arch
;ssues and to act as a forum to discuss such matters;

- give advice on gambling research-related matters to the Gaming Chief
Executive Officer’s forum; and

. maximise the benefits to administrators through unified action on research
matters.

This working party was ot successful in its attempts to co-ordinate research
with each State and Termitory commissioning its ‘own research projects.
However, the working party did establish a data base of all known gambling
rescarch and studies. South Australia also developed 2 mechanism for
maintaining this data base but as with most exercises of this type success is
dependent on contributions from other sources.

South Australia is currently looking at whether this information can be
provided on the Internet and for each State or Termitory to then assume
responsibility for updating it in relation to research conducted in that
jurisdiction.

Support will be given to the continued devclopment of the data base.



