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Introduction 

The UK gambling market is estimated to be worth [1] £15.5 billion. The UK’s gaming industry is estimated to be worth [2] £7.14 billion. With how big these industries are it is only natural that there would be some overlap between the two. This report aims to look at that overlap and explore any trends between gambling in games and gambling addiction.

This report will also be conducting research into what laws different countries have in place to combat the rising concerns between video games and gambling this report will also look at what actions these countries have taken to make and enforce these decisions. This report will also look at the different types of gambling that can be found in games and their legality in terms of gambling laws. This report will also conduct research into what the industry thinks about these systems that are accused of simulating gambling and the actions that the industry is taking to move away from these systems.

This report will also explore the links between gambling and video games by looking at wide-scale surveys from researchers and different government which will shine a light on gamers gambling habits and the ages in which they started to interact with simulated gambling in games and if these systems have had any effect on their gambling habits. 

Methodology 

This report will aim to answer the question of if there is any links between video games and gambling by using both qualitative and quantitative research. The qualitative research that this report will look at is different journals and papers that have been written on this subject and compare and contrast the results that they have found to see if there is any correlation. This report will also look at people's opinions on gambling and gaming with a focus on if game companies think there is any correlation between the two. This report will also use quantitative research to help answer the question the quantitative research that this report will look at will be surveys that focus on the links between gambling and gaming done by different governments such as the New South Wales government and the UK’s Gambling commission these surveys will also focus on the ages of the people that are most at risk with a focus on adolescents. This report will also use quantitative research from other wide-scale surveys to get a better understanding of if there is a link between gambling and video games.

Literature review

Gambling is defined as [3] something that happens when you play a game of chance or skill in which you stake something valuable with the potential for a prize win. A part of the games industry that fits this definition is loot boxes. Loot boxes are a feature in many popular games where the player has a random chance to win a prize which is purchased through an in-game currency that the player often has to buy with real money. Loot boxes have caused a lot of controversy over the last couple of years as there has been an increase in interest in if loot boxes should be considered a form of gambling and if they have any link to underage gambling. 

However, under UK law loot boxes are not classed as gambling[4] as the contents don’t have any real-world monetary value which means they don’t meet the UK’s legal definition of gambling. Loot boxes have been a hot topic of dissection when it comes to gambling laws as many different countries around the world are taking different approaches. For example, in China where gambling is heavily restricted, loot boxes are seen as a form of gambling that is not illegal. Still, they have heavy restrictions[5] as loot boxes cannot be purchased using either real or virtual currency, they also must show the probability of getting the rewards and the contents of loot boxes must be able to be acquired through other means. China also imposes a restriction on how many loot boxes a player is allowed to buy in one day with the limits being no more than 30 single boxes per day, no more than 3 10x loot box bundles per day and no more than 50 loot boxes total per day. 

Another country that has taken a stance against loot boxes is Belgium, 2018 Belgium decided that loot boxes [6] violate their gambling legislation and any publishers that violate this law will face a fine of €800,000 (£697,000) and up to five years in prison. This law change had the most significant knock-on effect as it forced big publishers such as Electronic Arts and Blizzard to remove loot boxes from some of their biggest games such as FIFA and Overwatch, or they would potentially face prison time. 

However, Belgium is not the only European country to try to impose laws to regulate lot boxes. In the Netherlands, the gambling law [7] doesn’t regulate computer games but instead regulates ‘gaming’ which they define as providing a game of chance. The Dutch define a game of chance as a game where the winner is determined by some form of chance where the player cannot control the result. The most famous time this law was enforced was in 2018 when the Netherlands determined that Electronic Arts FIFA game series’ loot boxes which are called ‘packs’ were found to violate this law. Electronic Arts disputed the claims in Dutch court saying that packs were an integral part of the game and as the FIFA game is overall a game of skill not chance the loot boxes were not prohibited. Electronic Arts also argued that the packs' contents were not prizes as they only hold value in the FIFA game, not in real life. However, the court decided that as packs could be bought separately from the FIFA game, they constituted a standalone game of chance and were not an integral part of the FIFA game. The court also ruled that the contents of the loot boxes were a prize as gamers can sell players to other gamers via a digital black market. Electronic Arts appealed this decision by the Dutch gaming authority and the issue got taken to the Dutch Council of State in March 2021, the council first had to decide whether packs contributed as a separate game of chance. The council ruled that as packs can be obtained in the same Ultimate team game mode and the vast majority of packs are obtained through progression and participation in FIFA matches that they don't constitute a different game of chance and are therefore legal under Dutch law. The council also said that even though the items obtained can be sold on the black market the market focuses on trading full accounts, not individual pack contents. This ruling means that Electronic Arts do not have to remove FIFA packs from their game and any penalty for not abiding by the first ruling is removed. 

Currently, in Australia, there are no regulations on loot boxes as they [8] do not fall under the definition of wagering under the gambling act 2001. While loot boxes currently have no restrictions, a 2018 report [9] partly covering gaming microtransactions for chance-based items recommended a comprehensive review of loot boxes. This was followed up in 2020 by the [10] Protecting the Age of Innocence report which recommended that loot boxes and other simulated gambling elements in games should be subject to age restrictions and warnings. Most recently in November 2022 a private member of the Australian parliament put forward a bill that would make all games that contain loot boxes rated R18+ or RC(refused classification) which would mean that all retailers and online distributors would have to verify the age of all customers, it would also mean that a warning would need to be displayed on all game boxes and online storefronts that the game contains loot boxes. While it is rare for a private members bill to be passed there has recently been growing support to regulate computer game features that simulate gambling.    

There have been some attempts in the U.S to fight back against loot boxes such as a [11] class action lawsuit against Google in the state of California which described loot boxes as predatory practices and constitute illegal slot machines however this lawsuit was thrown out because, under section 230 of the communications, decency act google is not held liable for the content shared on its platform. In 2019 there was a bill [12] introduced into Congress which aimed to regulate the sale of loot boxes in games which are aimed towards minors. However, nothing ever came of this bill. The federal trade commission workshop [13] also raised the issue of loot box regulations despite all these efforts there are currently no legal restrictions on loot boxes and loot boxes don’t fall under any gambling laws similar to that of the UK.

Now that this report has established what different countries think about loot boxes and the laws that they have around them. This report will now look into what the games industry thinks about loot boxes. It will look into how much revenue loot boxes make for companies as well as what different game studios think about loot boxes and their responses to the laws from different countries. 

The games studio that is fighting back the most against the proposed loot box bans and restrictions is Electronic Arts. This is because loot boxes feature in many of Electronic Arts' most popular games such as FIFA and Apex Legends. With loot boxes featuring in many of its most popular games Electronic Arts makes a hefty sum of money through these features it was reported that in Q3 of 2020, Electronic Arts had made [14] nearly $1 billion from microtransactions which was a 27% increase from Q3 of 2019 and an all-time high for the company. However, with this figure, we do have to take into consideration that not all microtransactions are players buying loot boxes however it is microtransactions that allow players to purchase in-game currency that the player then uses to open loot boxes. 

This report has already mentioned some ways that Electronic Arts have been fighting against these restrictions, with the most notable case being the incident in the Netherlands. After Belgium's ban on loot boxes, many companies immediately halted the sale of loot boxes in the country apart from Electronic Arts which took a public stand against the ban. However, with Electronic Arts being [15] investigated by a Brussels public prosecutor for loot boxes Electronic Arts after talking with Belgian authorities [16] finally gave in and stopped the sale of FIFA points and other loot boxes.

While deciding on its stance on loot boxes the UK House of Commons called in representatives from Electronic Arts and Epic Games for an interview on the topic. During this committee, MP Brendon O’Hara asked “that loot boxes are closely linked to problem gambling, particularly among adolescents. Can I ask both companies: do you consider loot boxes to be an ethical feature of your games?.”[17]  Firstly the Electronic Arts representative Kelly Hopkins clarified that “we do not call them loot boxes”[17] and then went on to say “That is what we look at as surprise mechanics”[17] when talking about these surprise mechanics they go to state that people love surprises and these mechanics are similar to that of Kinder eggs “They enjoy surprises. It is something that has been part of toys for years, whether it is Kinder eggs or Hatchimals or LOL Surprise!.”[17] When talking about ethics Kerry Hopkins stated “We think the way we have implemented those kinds of mechanics and FIFA, of course, is our big one, our FIFA Ultimate Team and our packs is quite ethical and quite fun; it is enjoyable to people.”[17] Kelly Hopkins also went on to reiterate Electronic Arts’ stance on if loot boxes are gambling and dispute claims that loot boxes lead to gambling stating that “We agree with the UK Gambling Commission, the Australian gambling commission and many other gambling commissions that they are not gambling, and we also disagree that there is evidence that shows it leads to gambling.”[17] When asked if they are equally comfortable and relaxed about the loot boxes in all their other games, Kerry Hopkins reiterated that Electronic Arts’ stance is that all their ‘surprise mechanics’ are implemented ethically “For all of the games we have on the market that have a randomised content mechanic a surprise mechanic, a loot box I have no qualms that they are implemented in an unethical way.” 

Another big games company that is known for using loot box mechanics in their games is Activision Blizzard most notably in two of their most popular games Call of Duty and Overwatch however these aren’t the only games that they produce that contain loot boxes. An example of this is Diablo Immortal which due to it having loot boxes within it is [18] banned in the Netherlands and Belgium which also shows that Belgium and the Netherlands are enforcing the laws that they have in place. Due to the loot box controversy over the last couple of years, Activision Blizzard is taking steps to move away from loot box mechanics in games. An example of this is with their game Overwatch 2 as its predecessor Overwatch contained a loot box system that players were able to directly buy loot boxes which differ from Electronic Arts’ approach as players have to first buy a virtual currency before buying loot boxes however, Activision Blizzard decided [19] drop loot boxes from the game's sequel and instead replaced with a battle pass system which is the popular alternative to loot boxes whether this decision was made before the recent loot box laws and controversy is not confirmed however it is a sign that loot boxes are starting to fall out of favour in the gaming industry. The response to this change has been mixed with some players glad to see loot boxes be removed, there was an article by Forbs [20] that some Overwatch 2 players are starting to miss the old loot box system however it is reported that players are unhappy with the new rewards system and preferred getting loot boxes as rewards for playing the game rather than levelling up a battle pass or purchasing items from a shop there is no mention in the article that players miss the ability to purchase loot boxes and states that “While mass buying loot boxes was still a bad thing the game allowed.”[20] 

This is not the only time that Activision Blizzard has removed loot boxes from one of their games they also removed them from one of their biggest games Call of Duty which was criticised for locking gameplay items behind loot boxes while still charging for additional content such as playable maps. In 2019 with the release of Call of Duty: Modern Warfare Activision Blizzard decided to drop loot boxes in favour of an optional battle pass, a decision which seems to be working for them as it was reported that after the battle pass was added in October of 2019[21] In game spending reached $78.7 million in December of the same year. With the battle pass being such a success in Call of Duty: Modern Warfare Activision Blizzard decided to keep the feature in all their future Call of Duty releases. The most recent case of Activision Blizzard removing loot boxes is with Diablo IV where after the issues Activision Blizzard had with Diablo Immortal and their plans to move away from loot boxes it was announced in August of 2022 that [22] Diablo IV wouldn’t contain loot boxes instead include an optional premium battle pass.

An important feature to talk about that has had an impact on the games industry as it has presented itself as an alternative to loot boxes is the battle pass system where players earn ‘tiers’ through playing the game and completing challenges within the game. While the battle pass system was introduced in Dota 2 back in 2013 it wasn’t until the release of Fortnite Batlle Royale that the system took off. As the game contained no loot boxes the only way players were able to get cosmetic items was to either purchase the battle pass or through the item shop this was a major switch from the popular loot box system at the time. Due to the success of Fortnite more and more gams companies looked to implement this system into their games. The reason games companies started to prefer this system to loot boxes is that no one can question its legality as unlike loot boxes the player knows exactly what they can get before buying it, this also removed the element of chance that many countries and players had an issue with while still keeping the monetary element so that the games companies are still able to make money off them as players make a one-off purchase for the battle pass. These battle passes would then usually refresh after a couple of months with new items and the player would have to repurchase the battle pass to get these new items.

There is one game that this report wants to focus on that has had a lot of trouble with gambling with this game being Valve’s Counter-Strike: Global Offensive also referred to as CS:GO  as the game introduced weapon skins into the game in 2013 Valve also added their version of loot boxes called weapon cases in which players could buy keys to get a random skin for a random gun while this report has briefly spoken about loot boxes this is not the main reason that CS:GO has an issue with gambling their problem with gambling comes from their trading feature and third-party gambling websites. These third-party websites use the skins that players get from opening weapon cases on CS:GO as a way for players to be able to exchange their skins for real-world money and then provide a platform for them to be able to bet on other CS:GO matches such as CS:GO Esports and as this gambling market grew these sites evolved to start including games of chance. The websites also offer their own version of the popular CS:GO weapon create where players can buy their versions of the loot boxes and give the player the option to keep the skin or ‘sell it’ to have more money on the site. The websites also allow the player to trade the money that they won for another CS:GO skin through its trading system. It is important to note that while these websites are gambling none of these websites are backed by the creators of CS:GO Valve, which means these websites need to be regulated under law as Valve is not involved. However, CS:GO and its weapon create loot box system remains unregulated in the majority of countries.  

There have been some attempts to take down these gambling sites most notably in 2016 in light of the CS:GO lotto controversy which saw the owners of a CS:GO gambling site did not disclose their involvement in the business when advertising it to their audience. This controversy sparked a response from Valve [23] where Valve stated that they were not involved with the sites “We’d like to clarify that we have no business relationships with any of these sites.” [23] During this response valve also stated that they would be sending notices to these websites asking that they stop using Steam for their operations “We are going to start sending notices to these sites requesting they cease operations through Steam and further pursue the matter as necessary.”[23] Valve followed through on their statement and [24] sent 23 cease and desist to different skin gambling websites. However, as many of these websites such as [25] CSGO Lounge and [26] CSGO Luck are among the biggest still exist this action wasn’t effective in solving the problem.

Many games that are released will have mechanics which will allow the player to simulate gambling as the player is unable to cash out it doesn’t meet the legal definition of gambling however there are still some rules that these games have to follow with these rules being set by the age rating board of that region. For example, in Europe where the governing board is PEGI in 2020 [27] PEGI changed the criteria for classification which means that any game that is released in Europe that has simulated gambling will automatically be rated as PEGI 18 which means a person has to be at least 18 years old to purchase the game and the content of the game is only suitable for players aged 18 and over. However, before the change in criteria games that had simulated gambling could be classified as PEGI 12 or 16, this shows the steps that the industry is taking to protect players from gambling in games.

An example of a game adding content that simulates gambling is Rockstars’ Grand Theft Auto V which added a free content update that added a casino where players can use in-game currency to spin a prize wheel and play a variety of different casino games. However, this update didn’t come without its controversy with[28] over 50 countries such as China for violating gambling laws in those countries. While big markets such as the United States, Western Europe and Japan were unaffected by the ban there were reports that players are able to avoid the ban by using VPNs. While gambling in simulated casinos using virtual currency has been a thing in games for a long time. The issue with it in Grand Theft Auto V is that you can buy the virtual currency with real-world money even though there is no way for players to turn it back to real money the value that Rockstar assigned the virtual currency makes it closer to gambling than other examples. 

Some games allow the player to deposit real-world money or buy virtual currency and allow the player to cash out these games do meet the legal definition of gambling therefore must contain a gambling licence for whatever country they are sold in and must also comply with any regulations set by the governing board such as PEGI. these games are about the virtual casino experience with a focus on card games and slot machines, this is where we see the biggest overlap between the two industries. 



Main body

Now that this report has talked about the different ways that gambling and gaming have overlapped and what countries think about features that simulate gambling in games. This report will now focus on the central issue of whether there is any correlation between simulated gambling and loot boxes in games and gambling addiction.

Loot boxes are the main area within the game industry that people are concerned about links to future gambling problems. In 2018 a large-scale survey showed [29] that there is some correlation between loot boxes and people with gambling problems. This survey sampled 7,422 gamers and measured how much they spend on loot boxes and how much of a gambling problem they have to see if there is any correlation between the two.
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Figure 1- Amount spent on loot boxes compared to gambling problem [29]

Figure 1 shows the amount the gamers that were surveyed spent on loot boxes per month and have been split into four categories based on their gambling habits based on the Problem Gambling Severity Index. This figure shows that people who are more likely to have a gambling problem are willing to spend more money on loot boxes than the gamers who have been classified as less or non-problematic gamblers. This figure shows this by stating that problem gamblers will spend anywhere from $5 to $100 per month with the mean spend being $20-30 for people classed as problem gamblers. This is in contrast to the people who have been classed as non-problem gamblers where the mean spend per month is $1-$5 with some people saying that they’ve never bought a loot box and the absolute max people in this category are willing to spend on loot boxes per month is $5-$10.

While this survey shows an important link between gambling and loot boxes people who have pre-existing gambling problems are willing to spend more money on loot boxes with a clear trend on how much people spend on loot boxes and how much they gamble. This report also wants to try to see if there is any correlation between people purchasing loot boxes and people developing a gambling problem.

The New South Wales government did a study in 2020 [30] into youth gambling and outlined some of their findings the first thing they found is that young people who engaged in simulated gambling apps, demo games, simulated gambling on social network sites or betting with in-game items were more likely to gamble on all monetary forms. They also outlined that problematic gamers were more likely to start gambling, and they also outlined that young people who buy loot boxes are more likely to gamble in some monetary forms. This study also shines a light on how many young people purchase loot boxes with a total of 551 participants surveyed 36.5% of them had purchased a loot box and a further 14.5% of participants have made bets using in-game items as a stake. 

There are more important facts that this study shows such as 40.1% of the 551 participants had played games with gambling components in the last year. Out of the 551 participants, 291 of them said that they play games 72.1% of them said that they had played a video game which contained gambling components. As this report previously mentioned 14.5% of respondents said they have bet with in-game items the study goes into further detail about this saying that of those respondents 7.9% made bets privately between friends, 6.2% had bet on esports with in-game items, 5.8% had used other sites to bet with these being skin betting sites that this report talked about earlier and 4.8% bet on other events using in games items. However, the most concerning part of this study is the ages that the participants reported they were when taking part in these simulated gambling activities the study states that most of the respondents who gamble with in-game items first did so between the ages of 13-15 years old and the study also shows the age that respondents first interacted with loot boxes was between the ages of 5 and 9 years old.

The 2022 young people and gambling report from the UK gambling commission [31] mentions that out of the 2,559 respondents all between the age of 11 and 16 with 24% of respondents said that they are aware of and have paid to open loot boxes with a further 21% being aware of loot boxes but never paid to open them. Out of the 24% of respondents who had paid to open loot boxes 74% of them had done so within the last 12 months. The report also stated that people who had seen a family member gamble were 80% more likely to have paid to open loot boxes in the last 12 months. The report also mentions people gambling with in-game items on websites outside of the game with only 2% of respondents saying that they have done it with another 14% of respondents saying that they are aware that it exists but have never done it. The report also shows that 2% of respondents had admitted to using their own money to bet on Esports.

Esports betting is something that is becoming more concerning with the growing popularity of Esports especially as some of the games that have a growing Esports scene have a younger player base as seen from the surveys from the UK gambling commission and the Australian government younger people some of which are under the legal gambling age in that country are starting to bet on Esports events either with in-game items or with real money. It is also becoming increasingly easier for people to be able to bet on Esports it started with skin gambling sites as the main way for players to be able to gamble on their sites but with the growing popularity of Esports in recent years some of the biggest gambling companies such as [32] Sky bet and [33] Paddy Power have dedicated sections of their apps and websites where their users can bet on Esports just like any other sport. The Esports gambling market was estimated to be worth [34] $10.03 billion in 2021 with it estimated to grow to be valued at $28.76 billion by 2028. Which is considerably bigger than the Esports market itself which is estimated to be worth [35] $1.44 billion in 2022 and is estimated to grow to $5.48 billion by 2029. A 2021 article [36] that focus on Esports and betting outlines some facts and issues that can occur between Esports and gambling. This article states that due to Esports’ rapid growth and its grassroots nature, there isn’t a cohesive governing body that is present in many other sports such as FIFA for football, FIA for motor racing or the National Basketball Association for basketball. Which could present game integrity issues such as match-fixing or other forms of cheating. These issues threaten the integrity that the gambling market needs to thrive and Esports watchers don’t always realise the severity of these issues. This article also states some interesting differences between Esports bettors and sports betters stating that Esports bettors have a higher involvement in gambling than sports bettors demonstrating a higher involvement in gambling means that Esports bettors have a greater frequency of play and use a greater number of games and platforms than that of a sports bettor, the article also states that an Esports better is more likely to use unlicensed gambling sites this could be contributed to its skin gambling beginnings as there are some unlicensed and illegal skin gambling websites. 

Conclusion 

To summarise this report has looked at what loot boxes are and how they are currently a hot topic as some have compared them to gambling. This report has looked at some of the ways that different counties around the world have looked to try and regulate loot boxes and how effective these attempts have been. This report has also taken a closer look into the games industry to try and understand why game companies would want to have these machines in their games and to look to see if any alternative methods could achieve the same results for the companies. The main part of this report was to research to see if there was any evidence of a link between gaming and gambling addiction.

This report has found that the majority of countries don’t regulate loot boxes under their gambling laws as loot boxes don’t fit the legal definition of gambling but the majority of countries such as the UK agree more has to be done to protect all of the people buying loot boxes and the countries that have regulated loot boxes have had varying degrees of success with countries like the Netherlands losing in court and having to consider that loot boxes didn’t violate their laws. 

This report also looked at why game companies implement loot box mechanics in their games and found the main reason is that these features bring in a lot of money for the companies’ post-launch and result in the games that are being released becoming more profitable. However, after all of the bad publicity and regulations, against loot boxes and partly due to the success of Fortnite a loot box free game that offers an optional premium battle pass instead games companies are starting to move away from loot boxes in favour of the less questionable battle pass system which is still able to bring a similar amount of money for games companies.

This report also looked at the different ways people can be in games with one of the main ways being skin gambling websites where players can purchase loot boxes through third-party websites and gamble their winnings on a series of different games to gather enough credits to be able to exchange their winnings for a different skin. This report discussed how this is conceited to be gambling as the player can cash out compared to loot boxes that aren’t considered gambling as they can’t be cashed out.

This report then did research into if there is any evidence that gaming is linked to problem gambling firstly looking into loot boxes, this report found that people are more likely to spend more money on loot boxes if they already gamble and that there is a clear trend in how much money people are willing to spend on loot boxes depending on how high risk of a gambler they are. 

This report also looked at how games can affect younger people's gambling habits, this report found that the majority of younger people that play games say they have played games that have contained simulated gambling within them. This report also found that from the surveys under half of the young people that play games have spent money to purchase loot boxes and that players are more likely to pay to purchase loot boxes if they’ve seen another family member gamble this report also found that gamers as young as 5 years old have been known to interact with loot boxes. This report also found that gamers started gambling in-game items between friends or as stakes on Esports events as young as 11.

This report has also looked at another popular way that gaming and gambling overlap with that is Esports betting. This report has found that due to Esports growing popularity, it is becoming easier to bet on Esports and due to its grassroots begging lacks a governing body to properly prevent match-fixing and other issues that could be a problem for people betting.

After reviewing all of the information found in this report it is accurate to say that there is a link between gaming and gambling while systems such as loot boxes may not directly cause a gambling problem, they can influence people's gambling habits and may cause issues for people who have gambling problems spending too much money on them. While loot boxes don’t cause gambling problems more action should be taken to protect younger audiences from simulated gambling mechanics in games as they could be easily influenced into gambling in the future. While betting on Esports is completely legal there are still issues that need to be overcome such as the lack of governing bodies preventing match-fixing. On the other hand, loot boxes also help game companies with making their games profitable so that they have enough money to carry on making games and have a successful business. The rise of popularity of Esports and in turn, Esports betting also help bring more eyes onto the gaming industry helping games that have popular esports by getting them more attention and more players. However, it seems like the game industry is starting to respond to the negative press about loot boxes as some of the biggest companies are ditching loot boxes in favour of the less gambling-like battle pass system.
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