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ABSTRACT
The recent economic crisis has brought into focus how even open and highly interdependent
economies in the European Union try to govern their economies according to territorially defined
interests. The aim of this article is to examine an area, online gambling, with the technological and
legal conditions that challenge approaches that favour economic patriotism. The article compares
two cases, the UK and Italy that represent two different models of economic governance to argue
that they are similar in which interests they seek to protect and at which level.
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INTRODUCTION
The recent economic crisis in the European Union (EU) highlighted the extent to which different
fiscal policies and macroeconomic regimes, including and especially in the Eurozone, persisted
despite binding fiscal targets. While the structural features of the Euro and the EU contributed to the
crisis, the different policy outputs and outcomes seemed to lend weight to the argument that open
economies, such as those in the EU, left considerable room for states to adopt different policy
responses and intervene in the economy. How and why states intervene in markets is an indicator of
the role of politics, institutions and ideas in economic governance. While most attention has been
paid to the relationship between how states intervene to regulate markets that are already present
and legal, less attention has been given to states intervening in markets that have been illegal, or
with an uncertain legal status, until very recently. This is especially the case with online gambling
in the EU. What was once a mostly clandestine activity has become an important source of
employment and government revenue in many states. The range of instruments available and the
extent to which states can intervene with online gambling raises interesting questions about how
and why states try to shape markets. Do states that have taken a lighter approach to gambling,
providing for an open and widely accessible domestic market, intervene to protect domestic
providers of services, to protect consumers or neither? Do states that have intervened more
extensively and intensively behave differently?

The article’s objectives are two-fold. First, it examines how the United Kingdom (UK), as a
liberal market economy, and Italy (as a coordinated market economy), have sought to regulate
online gambling within the rules of the EU’s internal market. The two cases, which represent
different ways of legalising and regulating online gambling as well as different varieties of
capitalism, nonetheless lead to similar policy choices that aim to promote and protect domestic
producers. We argue that despite a legal framework and technology that erodes, if not eliminates,
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we explore whether economic patriotism is directed at protecting and promoting domestic
producers, and the associated taxation revenues, rather than consumers.
ECONOMIC PATRIOTISM AND ONLINE GAMBLING

The UK is often cited as the quintessential model of a liberal market economy and economic
governance in Europe (Gosta 1990; Hall and Soskice 2001). Its preference for market solutions to
regulatory problems seemingly contrasts with Italy’s, as an example of a form of coordinated
capitalism, with a tendency to use a range of instruments to rein in markets and not just remedy
their externalities (Della Sala 2004). The two have also, until the turn of the century, taken very
different approaches to gambling, with the UK legalising a wide range of gambling activities in
highly competitive markets and allowing access to overseas operators; while Italy had only a very
limited form of provision with a monopoly position for a few licensees. Yet, by 2014, Italy had
liberalised a wide range of gambling activities and had put in place a licensing regime that created a
competitive market for online gambling, albeit with the requirement for an Italian license.
Ironically, the UK in 2014 moved to a more regulated approach abandoning its ‘free trade’
philosophy, instead requiring a UK license. However, as we argue below, these developments are
not simply another example of the limiting of policy options available to states but reflect strategies
that different states use to protect and promote interests within their territories.

The conventional argument has been that states have limited policy options in open
economies and must be attentive to the policy preferences of increasingly open and interdependent
financial markets (Cerny 1997). Those who argued that governments have much more room to
manoeuvre than is claimed, and do not hesitate to use it, point to the continued differences in policy
choices that can be found in a whole range of areas (Berger and Dore 1996; Levy 2006b; Mosley
2003, 2005). They do not dismiss the economic imperative claims that states have few options but
to abandon redistributive and demand management policies that characterised the first decades of
the post-war era. Indeed, they claim that the new imperatives have led to creativity in finding
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worn path of policy legacies and path dependency (Weiss 2003). More often than not, this is
because institutions matter and can be held as the explanatory variables that explain the persistence
of national approaches to policy, especially the managing of the economy (Hall and Soskice 2001).

It is within this debate about the consequences of eroding national borders that we can place
current discussions about economic patriotism. The notion that market economies are rooted within
national boundaries has been associated with a range of economic models from mercantilism to
autarky. In contemporary Europe, its roots rest with Friedrich List who countered arguments about
free trade and open economies with the power of the state to protect domestic producers and
interests. Forms of economic patriotism defined post-war industrial policies in member states, such
as France (Hayward 1986; Levy 2006; Shonfield 1965), that looked to exert some degree of control
over markets through industrial policy. On the surface, it would seem that economic liberalism and
economic patriotism, with the policies they engender, would be polar opposites as guiding
principles for policy-making, especially in open economies such as the EU. However, the two are
not necessarily incompatible as economic patriotism is a political strategy that can generate broad-
based support for policy choices that protect and promote particular economic and social interests
(Helleiner and Pickel 2005; Pickel 2003; Rosamond 2012).

Economic patriotism was the subject of a special issue of the Journal of European Public
Policy in 2012. It was part of a renewed interest in economic nationalism and brought to light how
economic patriotism is a strategy that states can use to gain control over markets so as to protect
and promote territorially defined interests (Clift and Woll 2012; Helleiner and Pickel 2005). While
economic nationalism and patriotism are not necessarily synonymous, they do share a concern with
strategies used to make economic choices. Clift and Woll define economic patriotism as, “economic
choices that seek to discriminate in favour of particular social groups, firms or sectors understood
by the decision-makers as insiders because of their territorial status. Economic patriotism entails a
form of economic partiality: a desire to shape market outcomes to privilege the position of certain
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promote certain territorially bound interests (Rosamond 2012:325). Moreover, economic patriotism
leaves open the possibility that there can be a re-scaling of the unit where policy-makers try to
shape markets to protect territorial interests, from the local to the supranational. Its emphasis on
policy choices and the territorially defined interests they may promote allows us to explore the ways
in which states that find themselves in governance structures operated across a number of territorial
levels define interests and make choices on which to protect and promote.

Clift and Woll provide a useful outline of the different types of economic patriotism, defined
along the two axes of the territorial unit and degree of liberalisation (Clift and Woll 2012:315). The
result is a range of economic patriotism that goes from strategic regional integration that combines
the supranational level with an emphasis on liberalization to conservative defence of local
production. Moreover, they also point to the importance of policy content in assessing the response
that policy-makers provide to external constraints. Policy choices are distinguished by policy targets
(favouring of insiders versus resistance to outsiders) and ideological positioning with respect to
liberalisation. This is a useful scheme to understand legalised online gambling within the confines
of the single market in the EU as the pressure for liberalisation comes from both European policy
and technology. These same pressures have forced policy-makers to re-assess which unit is most
appropriate to define and promote “insider” interests.

The recent work on economic patriotism has provided a useful lens with which to
understand how states respond to the pressures of eroding national borders and try to “re-invent”
control of markets. By its very definition, online gambling is an activity that takes place in a virtual
space, with relatively low thresholds for market entry and is easily carried out across borders. This
is facilitated in the EU with its single market and, for the Eurozone, single currency. The
technology and ease of access create all the pressures for a race to a lowest common denominator
with respect to state intervention, with a corresponding pressure for European rules to both create
and regulate a single market for gambling. The decisions to establish a legal framework for a
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defined interests are protected and promoted and by whom. More specifically, we argue, drawing
from Clift and Woll, that member states practice forms of liberal economic patriotism, choosing to
liberalise strategic sectors that favour their domestic producers in open economies. The cases of the
United Kingdom and Italy allow us to explore whether policy content favours insiders by using the
discourses of protecting consumers in different ways.

The recent work on economic patriotism has also highlighted the important role played by
discourses in understanding the formulation of policy choices that try to balance the protection of
specific territorial groups while opening up markets (Grant 2012). This is an especially important
part of the online gambling story in the EU as the policy choices made by member states were
framed between discourses of market creation and public health concerns. We examine court
decisions, policy statements and documents to highlight the tension between the narratives of
liberalisation and consumer choice, on the one hand, and those of wanting to protect consumers
from the effects — such as public health and criminal activity - of an activity that was considered
illegal until very recently. We select and analyse content that allows us to explore whether and how
policy-makers in the two member states sought to protect the interests of territorially defined groups
in an industry where territory matters less and less; and how the scale or the level where they sought
to promote those interests changed.

THE EMERGENCE OF ONLINE GAMBLING

Gambling involves risking money on the outcome of an unknown event for financial gain.
The industry covers a spectrum from games of pure chance (for example, lotteries) to betting
activities that involve judgement (DCMS 2001). Historically, gambling has been either illegal,
referred to by Kingma (2008) as the ‘prohibition’ model, or tightly regulated, as a result of its
potential for addiction and association with organised crime. In a study using data from Germany
and the Netherlands Euchner et al. (2013) find that gambling was framed using morality policies
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As gambling is likely to occur anyway (citizens will visit jurisdictions which permit it, or
will use illegal operators) and states will have to deal with its consequences, the pragmatic response
of many governments has been to allow it under certain controlled conditions, which Kingma
(2008) describes as the ‘alibi’ model and Euchner et al. (2013) as a move away from morality
framing. In many European states the need to regulate the gambling industry has seen the
emergence of state controlled gambling organisations or monopolies. Legalisation, of course, also
provides a revenue stream to states but raises questions of competition and choice for the consumer
along with public health concerns. For instance, the UK is considered to have emphasised
commercial considerations (Littler 2007) and on achieving a balance between the benefits and
problems of gambling in what could be termed a ‘risk model’ (Kingma 2008).

In recent years gambling has become much more widely available through the telephone,
Web, interactive TV and now mobile devices (Della Sala, 2010). Regulatory choices are even more
complex and challenging for states when it comes to online gambling (Kingma, 2008), with even
highly regulated markets opened up to competition. Online gambling in the EU was valued at €9.3
billion in 2011, which represented about 11% of the industry total, and was estimated to reach €13
Billion by 2015 (European Commission 2013). It enabled the emergence of numerous start-ups who
focused on international markets operating from locations such as the Caribbean and, in Europe,
Malta, the British Crown dependencies of the Channel Islands and Isle of Man, and the British
overseas territory of Gibraltar, who offer online gambling licenses and low corporation tax.
Holding a European license provided added credibility and also enabled firms to use EU law to
attempt to gain access to restricted markets (Zborowska et al. 2012). The jurisdictions noted above
all stress the rigour of their regulatory regimes but this was questioned in a report by University of
Sorbonne and the International Centre for Sports Security (2014).

The impact of these new entrants was considerable with the online only operators
PokerStars, originally a Costa Rican firm now based in the Isle of Man, and Bwin.Party, a merger

of Austrian and Dominican Republic start-ups now based in Gibraltar, identified as two of only



three gambling firms globally with online revenues in 2013 of over €500 million (yStats 2014).
These firms operate across all of the largest European markets (Italy, UK, Germany, France and
Spain). Established bricks and mortar gambling organisations would also enter the market, with the
UK firms William Hill, the third firm with online revenue in 2013 of over €500 million, Ladbrokes,
and the Irish firm Paddy Power seen as other important players (yStats 2014).

Regulators were faced with the problem of Internet technology moving faster than the law,
raising a series of questions including that of the issue of conflict of laws, given that ‘every nation
can unilaterally regulate every Internet transaction (Goldsmith 2000: 135). Of particular importance
were questions related to protecting consumers placing bets with offshore operators as well those
that focussed on the possibility of compulsive gambling exacerbated by easy access (Cotte and
Latour 2009). Security issues also arise as online gambling could be used as a way to launder
money gained through illicit means (Williams et al, 2012). There were many reasons to intervene
but the question was which set of interests to protect and at what level? European or domestic
gambling providers, consumers, public health; and was this to be done at the European or national
level?

Online gambling in the EU allows us to explore how member states adapt to two different
pressures for liberalisation that would seem to provide obstacles to economic nationalism: access to
online gambling and the requirements of the internal market. As member states have legalised more
forms of gambling in the last two decades, they have increased the range of policy instruments used
to regulate the activity (Littler and Fijnaut 2007). Important differences remain between states that
have taken a lighter approach and those, such as Sweden, which have sought to impose strict limits
on access for both producers and consumers (Caligiuri 2012). Clearly, there is a possible tension
between the legal framework that seeks to promote the single market and digital economy, the
public health concerns of European and domestic policy-makers and the interests of gambling
operators, which remain largely the concern of national officials.

THE EU AND ONLINE GAMBLING



As Littler (2007) notes the situation is complex in the EU with regional levels of government
having some powers over gambling regulation in some states, such as Germany and Spain.

The Commission and the Courts have treated it as a single market issue, albeit with the acceptance
that public policy objectives can justify restrictions. On the other hand, market fragmentation
remains as states have retained important regulatory powers to protect what they define as domestic
interests.

Interest in gambling at the European level emerged in the early 1990s. Following a report
by the European Commission, the European Council decided in 1992 that, “on the basis of the
principle of subsidiarity” (Littler 2007: p358), proposals for the harmonisation of gambling would
not be implemented. However, from 1994 the European Court of Justice (ECJ) would deal with

several cases concerned with cross-border gambling.

ECJ case law

The first case to deal with the issue of cross border gambling was Schindler (1994). In this
case letters promoting the German lottery posted from the Netherlands were confiscated by HM
Customs, under UK legislation controlling lotteries. This was claimed to be a breach of the free
movement of goods under European law. The ruling of the ECJ on this case proved to be the
foundation stone for a long line of jurisprudence on this subject. It established that lotteries would
be governed by the Treaty provisions on the free provision of services, subject to limitations on the
grounds of social policy. This meant that the UK government could restrict, or even prohibit,
lotteries from other member states but would not, however, be entitled to do this is a discriminatory
manner (Schindler 1994). In Zenatti (1999) the ECJ also emphasised that financial benefits accruing
on a government as a result of such a limitations could not be sufficient justification for such a

restriction.
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Several other cases would come before the ECJ which confirmed these principles: that
restrictive practices were in conflict with single market but could be justified by public health
reasons which should be applied equally to domestic and foreign providers.

Supporters of liberalisation vs national regulation could point to differences of opinion
within the ECJ judgements. The Advocate General in Gambelli (1999) called for mutual
recognition of licenses although the Court did not follow this opinion. However, the Santa Casa
(2009) and Dickinger and Omer (2011) cases, concerned with Portugal and Austria respectively,
provided ammunition for those supporting national regulation. The ruling in Dickinger and Omer
(2011) stated that a licence from another EU state, in this case Malta, was not enough to guarantee
that consumers would be protected, and the ruling for Santa Casa (2009) asserted that fraud and
match fixing were more likely through Internet gambling.

Secondary legislation

A Directive on Services in the Internal Market (European Commission 2006) would have
been a natural forum in which to discuss the gambling issue, but at its first reading before the
European Parliament gambling and lottery issues were specifically excluded from its scope
(Euractive 2006). In 2008 the issue was once again up for discussion, this time by the European
Parliament’s Internal Market and Consumer Protection Committee, who approved a report by a
Danish MEP, Christel Schaldemose, which was largely unfavourable towards gambling (European
Parliament 2008). The report was followed by a European Parliament (2009) resolution which
stated that member states had the right to regulate against the dangers of gambling and also to
protect the funding source for social causes. Further resolutions in 2011 and 2013 (European
Parliament 2011; 2013b), and a report (European Parliament, 2013a), confirmed this position.

The issue, however, continued to plague the European institutions. In 2011 the European
Commission published a green paper to launch an extensive public consultation on all relevant
public policy challenges and possible single market issues resulting from online gambling

(European Commission 2011). This public consultation was launched with ‘an open mind’” and
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received 249 responses. Unsurprisingly the offshore gambling jurisdictions submitted statements
supporting a single market approach along with several offshore firms and the main lobby groups
for the online gambling sector, the Remote Gambling Association (RGA) which includes all the
large UK gambling firms and other firms, the European Betting and Gaming Association (EGBA),
a smaller organisation with non-UK members, and the Gibraltar Betting and Gaming Association
(GBGA). Many governments in contrast argued for national regulation as well as the trade
associations for land based gambling such as European Lotteries and the European Casino
Association.

In 2012 the Commission set out an action plan for online gambling (European Commission
2012). It did not propose EU wide legislation but rather “a comprehensive set of actions and
common principles on protection”. An expert group was established to consider crucial issues such
as the protection of children, addiction, hindering criminal activity and preventing match fixing. In
2014 the Commission then followed this with a series of non-binding recommendations and asked
the member states to respond with the measures they had taken (European Commission 2014).

ONLINE GAMBLING IN THE UK

The key focus of UK government policy on gambling has been on national competitiveness for
economic and tax benefits. An independent review of the gambling sector in 2001 recommended,
as part of a general modernisation of the industry, that online gambling be legalised under the
control of the Gambling Commission (DCMS 2001)". The UK government’s response to this
review (DCMS 2003a) took forward most of the recommendations into the Gambling Act (2005).
The UK government was aiming to be a gambling exporter and to reap the benefits in terms of
increased revenues to UK gambling firms with the associated employment and tax gains: in the
words of the government report “there is potentially a vast international market for which gambling
operators based in this country will be encouraged to compete” (DCMS 2003a). In addition to this
a government position paper which followed (DCMS 2003b) argued against cross-border

restrictions on gambling stating “the [UK] Government favours a much more free market



12

approach. This is the preferred option as it is the one that most closely matches the Government’s
vision of a global market where a well regulated British based industry is able to establish itself as
a world leader”. The UK government thus moved to introduce UK online gambling licenses in the
2005 Act, required only by firms with servers in the UK, and was also content for UK citizens to
place bets with overseas operators as long as online gambling was legal in the jurisdiction of the
operator. The UK view was that gambling took place in the location of the operator rather than the
consumer, in contrast to most other governments. Whilst the Gambling Act had a [reserve] clause
that it was an offence to supply gambling services to prohibited territories, no territories were
defined as such. Lord MclIntosh of Haringey, Parliamentary Under-Secretary of State, DCMS,
made it clear this was not planned to be used in evidence to a Joint Committee on the draft
Gambling Act. When discussing a hypothetical case regarding a state where all gambling was
illegal he stated “Unless we were lent on very heavily....I think we would be very reluctant to
declare them to be a prohibited territory. It is their problem, not ours” (UK Parliament 2004: 151).

The 2005 Act also widened provision and increased the range of gambling activities that
could be advertised on television. This liberal approach made the UK gambling industry highly
lucrative, fuelling growth of over 23% from 2009 to 2013 (Gambling Commission 2014) and in
2013 the sector employed over 104,000 people. However, the deregulation of the Gambling Act,
despite measures introduced to help problem gamblers, led to unease about social problems due to
the increasing ease of access. Research in 2013 showed that the number of ‘hardcore addicts’ in the
UK had nearly doubled in the previous six years, which is a major cause for concern (Gallagher
2013).

Under the Gambling Act (2005) online gambling could be licensed within the UK at a tax
rate of 15%. However, this rate was far above those payable in the main offshore locations which
led to online start-ups targeting the UK online market. In response the main UK gambling firms
relocated their online activities offshore, which meant that whilst these firms still benefitted from

online gambling the UK lost the associated employment and tax revenues. George Osborne, the
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Chancellor, made this clear in his Budget speech in March 2012 stating “90% of online gambling
consumed by our citizens is now supplied from outside the UK, and the remaining UK operations
are under pressure to leave. This is clearly not fair—and not a sensible way to support jobs in
Britain” (HM Treasury 2012). This was also costing the UK £300 million per year in lost taxation
revenues (HM Treasury 2013).

This failure of the UK’s online gambling policy and moves across Europe to national
regulation (DCMS 2010) led to legislation, the Gambling (Licensing and Advertising) Act 2014
which required operators offering or advertising online gambling services to obtain UK licences and
pay, the existing, 15% tax. In a House of Commons debate on the legislation Helen Grant,
Parliamentary Under-Secretary of State, DCMS, argued that this would lead to “robust and
consistent regulation, increasing protection for UK consumers, supporting action against illegal
activity and establishing fairer competition for British-based operators” (UK Parliament, 2013).
The Minister claimed change was required to protect consumers, with which would be acceptable
under EU law, rather than for financial reasons stating “this is about consumer protection, which is
an important feature of the legislation. Taxation matters are ones for the Chancellor of the
Exchequer” (UK Parliament 2013). The legislation was, importantly, a reversal of the UK position
that online gambling took place at the location of the website and also recognition that established
economies simply could not compete with offshore locations on gambling tax rates.

In summary, the UK tried to gain the economic benefits from a ‘free market” approach but
when this failed moved to secure its place as a provider of online gambling. It justified its policy
change by the need for a ‘level playing field’, which included greater regulation, (UK Parliament
2013) although the economic gains seemed to have more weight than social concerns.

ONLINE GAMBLING IN ITALY
In the space of little more than two decades, gambling in Italy has been transformed from a mostly
illegal activity to the largest gambling market in the EU. It is an €80 billion industry, representing

about 5% of Italian GDP, and supporting over 140,000 jobs (Sistema Gioco Italia 2014), with
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online gambling constituting a small (but growing rapidly) percentage of this with €1.2 billion
wagered online in 2012 (Agenzie delle Dogane e delle Monopoli 2014:94). Italy has had a number
of established and important gambling operators, such as Lottomatica and SISAL, which have had a
protected bricks and mortar market for a long time.

The regulation of online gambling in Italy has garnered significant attention amongst other
regulators and industry operators, partly because it represents one of the most important markets in
the EU but also because it has been subject to numerous ECJ decisions and close European
Commission scrutiny. Italian policy-makers have been active since the start of the new century,
introducing numerous measures that have sought to comply with EU law but also ensure that the
industry remains firmly rooted within Italy. Unlike other member states such as Greece, there has
not been a state-owned gambling operator so that the gradual legalisation of gambling has been
done through the concession of licences for a range of gambling activities from lotteries to sports
betting. The legalisation and increasing regulatory presence of the state has been partly responsible
for growing revenues for the Treasury from gambling, from €3.5 billion in 2003 to €8 billion in
2011. Government revenues, however, have declined as a percentage of the amount wagered from
29% in 2004 to 11% in 2011 (Camera dei Deputati 2012:16). This was partly due to a decrease in
the tax rate for some forms of gambling revenue but also because increased competition has meant
that operators have had to offer better payouts to punters.

There were two important legislative initiatives, in 2006 and 2009, which have structured
the online gaming market. They had two principal objectives: to regulate service providers and to
provide a wider choice of gambling activities to consumers. The original Italian position on online
gambling was to limit it to sites associated with the Italian Olympic Committee (CONI) and the
horse racing association. Access was widened in an attempt to thwart illegal operators capturing the
market. However, the European Commission began infringement proceedings against Italy as the
list of banned betting sites contravened reporting requirements as well as the free movement of

services. Italian policy-makers sought to comply with EU law so a major reform was introduced in
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2009, establishing a licensing regime accessible to domestic and European operators but under strict
conditions. There are technical and financial requirements that all licensees must meet, including
having a turnover of over €1.5 million, being located in the EU and depositing €350,000 with the
gaming regulator, the AAMS. Taxes, which vary according to the product, are paid to the Italian
government. The regulator also closely controls the range of products offered, intervening to the
point of establishing odds for sporting events. It ensures that only Italians have access to licensed
sites, making it easier for the state to ensure that revenues are collected. By 2013, there were 144
licences granted to operators to take wagers over the Internet from users who connected with an
Italian Internet service provider. This has included the largest online gambling firms, such as
Bwin.Party and William Hill, which generated 9% and 7% of their 2013 revenue respectively from
Italian online gambling (Bwin.Party 2014; William Hill 2014), as well as many other foreign firms.
The government regulator, the AAMS, blocked access to 418 non-authorised sites through IP
blocking by Internet Service Providers (Agenzie delle Dogane e delle Monopoli 2014:114).

The Italian model is seen as a successful example of state intervention, especially by the
gambling industry, in that it is seen to leave room for foreign operators, gives consumers greater
choice of providers as well as products and provides regulatory clarity (MAG 2010). The Italian
regulatory approach was also seen as pragmatic with the Director of AAMS stating in 2013 that “a
reasonable level of taxation” was required to maintain the competitiveness of Italian licensed firms
compared to non-licensed operators (Amsel 2013). Proponents of the regulatory regime argue that
it protects consumers by placing limits on the amounts that can be wagered and the fact that the
AAMS monitors every single transaction. Yet, public health officials point to the increasing levels
of compulsive gambling and the fact that the level of annual per capita average wager continues to
grow, increasing by over one-third to €1,200 in the decade prior to 2011.

Clearly, Italian policy-makers were driven by fiscal and employment considerations
throughout the legalisation process (Camera dei Deputati 2012:14). These coincided with the aim of

trying to protect and promote domestic gambling firms, including those that provided the
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infrastructure for online gambling. European firms, especially British, were at an advantage with
the attempt to create a single market in gambling as they had the legal and technological capacity to
expand rapidly. Italy’s limited number of operators sought protection in the form of an outright ban
on any firm not formally licensed and operating on Italian territory. This did not withstand the
scrutiny of EU institutions and rules, leading policy-makers to seek solutions that favoured foreign
operators seeking out domestic partners. At the same time, Italian firms, such as GTech, are at the
forefront of technology for commercial gaming, including online gambling and have sought to
ensure that the single market for gambling would be extended into Italy.

While policy-makers sought to ensure that domestic producers of gambling services would
not be penalised by opening up the market, they paid less attention to the same public health
concerns they raised when they tried to limit foreign operators. Members of Parliament, responding
to public pressure, held a series of committee meetings to explore the social consequences of the
expansion in gambling services. They concluded that governments were limited in what they could
do to limit access to gambling services, especially those online, and that the industry had become an
important source of employment and government revenue (Camera dei Deputati 2012). They did
not see any contradiction in government policy that claimed to want to protect consumers from
outside operators while looking to expand the industry’s domestic operators. Faced with ECJ
rulings that pointed out this contradiction, Italian policy-makers chose to find ways to open up
markets while promoting domestic firms rather than looking to scale back gambling to protect
consumers and limit the social consequences of gambling.

The legislative and regulatory changes were brought about with a broad-based consensus
amongst the major parties of the centre-right and centre-left, either in government or opposition
(Liuzzi 2013). In its three-year fiscal plan for 2007-2009, the centre-left government of Romano
Prodi sought to consolidate the gambling industry by “widening the network of services through
remote forms of gambling” (As reported in: Iori 2013). Members of the centre-right government of

Silvio Berlusconi, as well as the Prime Minister himself, repeatedly called for widening the
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availability of gambling to fund responses to a range of issues from earthquake reconstruction to
tourism. The broad consensus in favour of widening market access, even if it meant more
competition, was also reflected in intensive lobbying by interests associated with gambling
providers (with European partners) as well as producers of gambling hardware and software (Florio
2013).

In sum, change in the Italian online gambling market has been influenced more by the need
to comply with European law in ways that protected domestic producers than by a genuine concern
with public health and consumer interests. The strategy of regulating the industry and achieving

growth, whilst keeping domestic providers strong, has been seen as successful.
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DISCUSSION AND CONCLUSION

Gambling has moved from a mostly illegal activity to one that is now sanctioned by many
jurisdictions throughout the global economy. It is an important source of jobs and revenues for
governments at a time when many, if not most, are looking for new ways to fund their activities. It
is not surprising, then, that they aim for policy solutions providing the most protection for their
industries in the face of pressure from foreign competition. This is especially the case with online
gambling, where the technology makes it possible for punters to choose from an increasingly large
number of global providers. In terms of Kingma’s gambling models (2008) online gambling
undermines the economic arguments which support the alibi and risk models, as the benefits may
not be captured by the jurisdiction the activity takes place in, and instead flow to locations which
offer the lowest tax rates. From such a perspective the national regulation approaches that have
been adopted by Italy, Spain, France, Germany and are now emerging in the UK and the
Netherlands in 2015, are a logical development. These approaches allow online gambling with
local licenses and the payment of taxes, however, there is variation in the type of gambling allowed,
the number of licenses granted and the process by which licenses are awarded. As a simple
example the Spanish and French regulators list 53 and 17 approved online gambling operators
respectively on their websites (Arjel, 2015; Direccion General De Ordenacion Del Juego, 2015).
Regulation will always face the threat of unlicensed offshore sites, which have a financial
advantage from avoiding the costs of complying with the various regulatory regimes. This has
made IP blocking of unlicensed sites an important issue and one raised in the Green Paper
(European Commission 2011), implemented in Italy and France (Haberling 2012) and is the subject
of discussion by European regulators (Gambling Commission 2013).

The cases of Britain and Italy suggest that liberal or coordinated models of economic
governance might not be a useful indicator of the approach that a state will take to gambling
liberalisation. Rather, in both cases, states sought to protect and promote the interests of gambling

operators and to ensure that revenues from gambling would continue to help the public finances.
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The “patrie” where they sought to protect those interests were not fixed and changed as policy-
makers faced legal constraints, market pressures and technological change. In the Italian case,
European law pushed them to open up the market while the British position was initially to push for
liberalisation as it was the home to many large gambling operators that could potentially profit from
access to important markets such as Italy and to then change position when the policy did not work.
The legalisation and liberalisation of online gambling did not take place without reference to
territorially defined interests. States looked to find ways to promote the interests of gambling
operators and secure the economic benefits in different ways and, when it suited their case, used
arguments about public health and illegal activity to justify the territorial limitations. The tension
between the competing discourses of market liberalisation and public health concerns was more
apparent than real as it was the former that seemed to drive the policy choices and content in our
two cases. ECJ decisions consistently put pressure on member states to demonstrate that their
concern for the social consequences of gambling were genuine. States had to choose between
limiting gambling services for all providers and truly protecting consumers; or opening up markets
but ensuring that conditions were favourable to protect consumers. Economic patriotism was re-
scaled and was a strategy used to promote the interests of the gambling industry in both our cases.
This patriotism leads them to choose to give priority to financial considerations and perhaps a back

seat to consumers and public health concerns.
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