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Op-Ed: Adapting Gambling Regulations for the Internet Age
     In September, Peter Dicks, the chairman of Sportingbet, became the second top executive of an online gaming firm arrested this year by US law enforcement officials.  In July, the House of Representatives passed H.R. 4411, the Unlawful Internet Gambling Enforcement Act, sponsored by Rep. Jim Leach (R-Iowa).  Rep. Leach’s bill would prohibit financial institutions from processing payments between the US and offshore internet gambling firms.  The combination of arrests and legislative action signal a crack-down on online gaming.  However, instead of a futile attempt at prohibition, the US should adopt sensible legislation to legalize and regulate online gaming as the best way to protect consumers, reap tax revenue, and prevent illicit activity—such as identity theft.
     Since the first gambling website’s launch in 1995, online gaming has grown to a $12 billion global industry comprising over 2000 firms.  Since federal gambling laws long predate the creation of the internet, online gaming takes place in a legal limbo.  However, the Justice Department considers online gaming illegal, and online gaming companies currently operate from offshore locations outside US jurisdiction, mainly in the Caribbean.  Despite the legal uncertainties, online gaming companies’ revenue from US customers has increased more than four-fold since 2001 and constitutes half of the industry’s global revenue.  Estimates of the number of Americans who gamble online range from 6 to 23 million.
     If 48 states allow at least some form of traditional legalized gambling—such as casinos, state lotteries, and racetrack betting—why is the federal government intent on prohibiting all online gaming?  Opponents of online gaming claim that online gaming—more so than traditional forms of gambling—corrupts minors, promotes compulsive gambling, and fosters criminality.  Social conservatives decry the role of online gambling in causing personal bankruptcy, family disintegration, and suicide.  Anti-online-gaming rhetoric includes horror stories of underage college students addicted to online poker and warnings about terrorists laundering money via online casinos.
     In truth, millions of Americans enjoy online gaming, and the vast majority of them do so without causing themselves or others harm.  Moreover, the technological realities of the internet and the level of demand for online gambling mean that Americans will ultimately find ways to circumvent any attempts at total prohibition, and such attempts will merely push online gaming activity further outside the realm of US jurisdiction.  If the US government truly wants to mitigate the social harms allegedly caused by online gaming, it should adopt a policy of legalization and regulation.  Already 64 other nations—including the UK—have recognized the need to adapt their gambling laws to the information age and have legalized regulated online gaming.
     Just as with traditional brick-and-mortar casinos, regulation of online gaming could protect consumers, prevent criminality, and raise tax revenue.  Regulations could set standards for age verification on gambling websites.  Online gaming firms collect detailed records of bettors’ activities; regulated online gaming firms could use the detailed data on bettors to flag potentially harmful compulsive behavior and refer bettors in need to counseling services.  Regulation could also dictate that firms provide transparent transaction logs for government scrutiny to prevent money laundering and identity theft.  As with traditional legalized gambling, audits of gaming firms’ operations would ensure the fairness and honesty of the games and protect Americans from dishonest firms.
     While the US must overcome technical and legal hurdles in order to regulate online gaming, regulation will do more to protect Americans than will attempts at interdiction.  The nation’s experiences with Prohibition in the early 20th century and the continued flourishing of the market for illegal narcotics demonstrate the ineffectiveness and adverse consequences of policies of total prohibition.  The pending legislation and increasing crackdowns on online gaming firms will do little to actually curb online gambling but will push offshore gaming operations into the shadows and exacerbate the very ills the government seeks to prevent.

