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Abstract

This study reviews equality, equity and fairness of regulatory policy for the gambling industry in Korea and
then provides guideline for a joint development plan. The legitimate gambling companies in Korea have
been in a strong competition to take a large portion of the total revenue allocated by the NGCC while the
illegal market is beyond control. Toto and Lottery has been dramatically expanding due to the NGCC'’s
regulatory policies whereas horse racing has been stagnant. It would be fair that all sectors in the gambling
industry should be regulated equally in accordance with the equality provisions of the Constitution. It is
argued that more efforts should be made to bring the illegal market into the light rather than to compete
for a “zero-sum” game within the legitimate industry. It is critical for the gambling industry in Korea to expand
the legal market by directing demand away from illegal operators, “enemies of the public”.
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Table 1. Three models of gambling regulation

147

Model -
Characteristic Prohibit Model

Alibi Model

Risk Model

Time frame(A]7]) Until 1950s(50dt) o]A)

1950s-1980s(50~80 o)

1990s onwards(90Etjo]3)

Moral meaning of gambling(&=8}
9] 2jo))

It is a sin (Foh)

It is a vice(‘"HZ)

It is entertainment(2-2})

Political strategy
(BAA A=

Conflict(Z=)

Compromise(EFE)

Consensus(¥ X))

Gambling is considered
Rationale for gambling law(&Z8}| dysfunctional for
W] o]2d A social order

(ARl

Gambling can be valued
as a social activity,
and legalization can

be important for
countering illegal
markets (AGA)

Gambling markets
are economically
important(ZA)4)

Destination of returns

(2129 AH8A)

Returns, if any, only
go to the treasury (7<)

Good causes
(32

Private profit is also
allowed (T2l +A}2])

Central concern

(FF8 AR

Fighting the exploitation
of gambling (7]¢1%=45}

Criminal involvement
in gambling enterprises
(ERzEh

External effects like
gambling excesses
and problem gambling

(ahel =

Exploitation (AFH#) Illegal enterprises (BH7]1%)

Monopolies(Z-4)

High-risk organizations
(918 23)

Controlling institutions Policing (9D

Legal norms and social values

Scientific research
and health care

(EA71 (A, ARRI7EA) (AFz)Tkel, Ea)
Ideal typical state The nation state The welfare stat The risk society
Ek L) (15317 CRE) CERE)

Source: Derived from Kingma(2002; 2008), Moon & Choi(2014), quoted rearranged,
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2008 2009 2010 2011 2012 2013 2014

10,972 11,553 12,534 11,857 12,092 12,790 14,220
7520 9,196 10,056 11,289 12,531 13,685 13,772
74,219 72,865 75,765 77,862 78,397 77,035 76,464
20,524 22,238 24,421 25,006 24,808 22,977 22,019
6,869 7,183 6,508 7,348 7,231 6,923 6,808
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- - - - 116 195 10
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2003 2004 2005 2006 2007
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(Notiomals) | 6:642 7500 8,300 8,478 10265
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(Foreigners)
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GDP Ratio . 1.76 141 1.99 1.26 1.40

1,45 1,44 1,37 1,37 1,41 1,41 -
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Figure 1. Toto. Lottery. Racing annual sales trend
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Figure 2. Gambling industry regulatory policy framework
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Table 4. Estimation of illegd gambling and the overall results compared with the first study (2008)

(Unit : one million won)

. Primary Research Secondary Research estimates(2012)
Kinds . - :

estimates (2008) Minimum Maximum Average

Illegal Internet Live 3,050,357 8,890,357 5,699,503

Internet Web board game 39,000,000 4,575,535 13,335,535 8,549,255

gambling Internet reel game T 1,525,178 4,445,178 2,849,751

Sports Toto illegal 4,161,000 11,862,500 7,610,250

[llegal Gambling House (Without) 16,559,500 23,204,500 19,316,500

Tllegal gambling games room 11,559,600 17,337,600 20,160,000 18,748,800
Tllegal horse racing 2,688,480

Tllegal cycle racing 104,422 8,822,194 11,027,742 9,924,968
Illegal motor boat 388,800

Illegal Casino 6,961,500 2,176,349 2,720,436 2,448,392

Total sum 53,702,802 58,207,713 95,646,248 75,147,419

Source : NGCC(2012: 109),

9] 785= 637HA(RIE) UiA] 6,5007H4(EE) <)
Aol tialirl= A FAIE kAl S Sle
WAER Ak Aupto|u AEA HAA oA o

2 ARCAEA, 2NN BAXE Aol i)
HIEE 4= ol 3148 Ak ARl Bali mri

w3 ASH o ek, e A
o} 38 A4 A BAlee] BEs A 885t
A9 S8k ek, A
APYE A e Apel A7 i ulawe] Ass

HIES shn ool dus Xﬂo}h A=

o,
=
o,
£l
oM.
ox
l-'l:l
>,
T—%
Ju
oh
=
_l
(i
flo
>,
o
ol

B R

EHARYAIIS: T52(NGCC, 2012)4FH2A OF =
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HAEEs Tl

Regulatory areas Regulation Act contents
Promotion Decree Limited by the business plan prior approval
Operating restrictions Decree SuperYisory body bolds deci§ion—making authority ?nd commission of the gameplay
operating cost ratio, the prior approval of the business plan
Issued a limited number Decree A,bolish restrictions: less than 90 ytimes (07 .7.27) — less 7than 300 times per year
(04 .4.24) — 1 within cheonhoe (05 ,10,26) — abolition (12 .1.6)
Issuance target game - Football, basketball (01 .10) — Add baseball, basketball, golf, Korean wrestling (04 .4)
How to play(betting pool) Decree Details can be run without restrictions betting pool
Purchase ceiling Decree 1 single W 100,000
Branches - Unlimited local installation (can be installed in a convenience store)

Source : Dellote Anjin(2008: 249). quoted rearranged,
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Table 6. Lottery regulations

Regulatory areas Regulation Act

contents

Promotion Decree

Lottery Commission prior approval for advertising planning

Operating restrictions Law and Decree

Operating earnings ratio, how to sell a business plan, referred winnings accrual,
subject to prior authorization, including the par value

Issued a limited number Decree The timing and number of prior authorization issued, February limit for
Purchase ceiling Law W 100,000 times or more per purchase limit
Branches - Unlimited local installation (can be installed in a convenience store)

Source : Dellote Anjin(2008: 244). quoted rearranged

Table 7. Horseracing regulatory policy

Regulatory areas Regulation Act

contents

Promotion Decree Horse racing ban advertising, broadcast advertising ban
How to play(betting pool) law limited to eight types of gambling conducted only low 5 types
Issued a limited number Decree Within 105 days a year, one day hold up to 15 times

Purchase ceiling

Betting Conditions (W 100,000 available per person per one racing

Internet -

Prohibited (discontinued in 2008)

Law and

Off—track betting office Enforcement Rules

—Limited installation areas: commercial area is installable / housing, green
spaces, Built—Up, settlement area, subject to availability

Source : Dellote Anjin(2008: 234). quoted rearranged
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Figure 3. Gambling industry sales trends (2003-2013)
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Horse racing 43,4%, Lottery 29,7%, Cycle 16.9%,
Casino(nationals) 4,7%, Casino(foreigners) 2.8%,
Motor boat 2.3%, Toto 0,2%

Horse racing 39.2%, Lottery 16.4%, Toto 15.6%, Cycle 11,7%,
Casino(foreigners) 7%, Casino(nationals) 6,5%, Motor boat 3,5%,

Figure 4. Gambling industry changes occupation ratio (2003, 2013)
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Table 8. Exceed the total revenue and total industry

157

(unit: One hundred million won)

2009 2010 2011 2012 2013

Quota | Earnings Quota Earnings Quota Earnings Quota Earnings Quota Earnings

H racing 73,105 72,865 77,313 75,765 80,820 77,862 87,707 78,397 80,876 77,035
’ A 240 4,208 A1,548 3,507 A2 858 6,887 A9 310 A6, 831 A3 841
Lottery 24,703 24,712 26,445 25,255 28,046 30,805 28,753 31,854 33,135 32,340
9 1,742 41,190 1,601 2,759 707 1,049 4,382 A 795

Toto 15,363 17,590 16,065 18,731 17,459 18,478 27,765 27,583 30,978 30,782
2,227 702 2,666 1,394 1,019 10,306 A 182 3,213 A196

¥ 2009~2011 : NGCC(2012: 31).
¥ Sale Quota : NGCC(2014: 186).
% Earnings : Lottery Committee(2014: 31),
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] ) Prevalence
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¥ Source . NGCC(2014: 34).
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Table 10. Vistors overdl prevaence (2014)

(n= 3,845 people)

Non—Problem Low risk Moderate risk Problem sum (Mo derafze:;aslljniliroblem)
total 47.8 16.2 19.0 17.0 100 36.0
Lottery 80.5 9.3 8.7 1.5 100 10,2
Toto 69.3 16.2 11.6 2.9 100 145
Casino 32.4 5.8 13.1 48,7 100 61,8
H.racing 32.2 18.7 26.3 22.8 100 49.1
Cycle 40,7 19.4 23.6 16.2 100 39.8
M. boat 45,5 19.4 20 15.2 100 35.2

Source : NGCC(2014: 144),
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Table 11. Compare gambling world gaming regulatory models and south korea status

Model

o Prohibit Model Alibi Model Risk Model
Characteristic
Time Until 1950s 1950s—1980s 1990s onwards
World Technology Based printing Network—based Based social
r
© . State forms Nations Welfare State Risk Society
Gambling

Social Issues

Private gambling destination

Illegal gambling destination

Excessive gambling
destination

South Korea

The previous government

Since the government

Since diffusion technology

Ti ) . )
Status 1me established (~ 50 years) established (50 year ~) (2000 ~)
Regulatory princinles _ _ National Sports Promotion
g yp p Act, comprehensive care
Betting pool - - Gambling (high dividend)
Platform—based
Branches - -
Tot (non—regulated)
oto
Internet betting - - Excessive gambling
1 ional poli
Private consignment sale - - nternational policy
convergence
P :
Taxes, Pay Fund _ _ Public + private interest
(only pay fund)
Regulatory principles None (market logic) Lottery Law, comprehensive Internatlongl order,
care comprehensive care
Luck
Betting pool gambling . .. ) enjoyment
(Lottery culture) (Law dividend) (High d1v1dend. Jizelagals (High dividend
psychological)
Lott Branches Based retailer Based terminal Based platforms
ottery (Distribution Services) (Not regulated) (Not regulated) (Not regulated)
Internet betting . .
L P line 1 k
(Product development) ottery Print Online lottery Network Game
Prwat'e cons1gnme1'1t sale Government center Biusfiuess i International policy
(Business operations) convergence
Taxes, Pay Fund Tax Public (only pay fund) Public + private interest
Regulatory princinles Korea Racing Association Korea Racing Association |Korea Racing Authority Law,
g R 4 Law, listed attention Law, listed attention comprehensive care
. gambling Luck enjoyment
Betting pool (Law dividend) (Law dividend) (Law dividend)
é{aocriie Off—track OTC (regulation) OTC (regulation) OTC+based retail
g Internet betting Unacceptable Unacceptable permit
Private consignment sale Unacceptable Unacceptable permit

Taxes, Pay Fund

Taxes * Funding

Public interest (presented
Funding)

Public (taxes
Funding)+Private interests

Source : Kingma(2002; 2008), Moon & Choi(2014), Cited reconstruction
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