Online Gambling Laws - Criminal Implications &
Enforcement

Variations of Online Gambling Laws — India and Abroad

Online gambling has emerged as one of the fastest-growing digital industries worldwide, combining
elements of entertainment, risk, and financial gain. Yet, the legal status of online gambling is far from
uniform. Different countries approach the industry with contrasting philosophies: some embrace it as
a taxable and regulated sector, others prohibit it outright, and many fall somewhere in between. India,
with its complex federal system and historical legal precedents, has adopted a cautious and
fragmented stance, while many other jurisdictions have embraced clear licensing models or
prohibitionist approaches. Examining these variations sheds light on the regulatory, social, and
economic dimensions of online gambling across borders.

1. The Indian Legal Landscape
a) Historical Roots

India’s gambling law framework originates from the Public Gambling Act, 1867, a colonial-era statute
designed to prohibit public gambling and the keeping of common gaming houses. At that time, the law
targeted physical gambling establishments, with no foresight of digital platforms. The Act remains in
force today in many states, creating a legal regime that is both outdated and insufficient for the online
age.

b) Constitutional Structure

Gambling in India is a state subject under the Constitution. This means that each state legislature has
the power to regulate betting and gambling within its territory. Consequently, there is no unified
national law, but rather a patchwork of state-level approaches:

e Prohibition States: States like Gujarat, Tamil Nadu (with intermittent changes), and Telangana
have outright bans on online gambling.

e Permissive/Regulated States: Sikkim and Nagaland have legalized and regulated certain forms
of online games, offering licensing regimes for skill-based games and limited online betting.
Meghalaya also passed its Regulation of Gaming Act in 2021 to license online platforms.

e Grey-Zone States: Many states neither explicitly regulate nor ban online gambling, leading to
ambiguity.

c) Distinction Between Games of Skill and Chance

Indian courts, particularly the Supreme Court, have upheld a distinction between games of skill and
games of chance:

e Games like rummy, poker (debated), and fantasy sports (Dream11 case in 2021) are often
considered “games of skill” and thus permissible.



e Games dominated by chance fall under gambling and are generally prohibited.

This distinction creates a semi-legal pathway for many online operators to present themselves as skill-
based gaming platforms rather than gambling providers.

d) Recent Regulatory Shifts

The Indian government has recently begun to bring online real-money games under a more structured
regime:

e In 2023, the Ministry of Electronics and Information Technology (MeitY) was designated as the
nodal ministry for online gaming.

e Draft amendments to the IT Rules now require online gaming intermediaries to register,
maintain grievance redressal mechanisms, and comply with self-regulatory bodies’ oversight.

e Taxation is heavy: the GST Council in 2023 clarified that online gaming (involving wagering)
attracts 28% GST, which significantly impacts operators.

Thus, India’s framework is evolving but remains fragmented, with state bans clashing with central
regulatory ambitions.

2. Global Approaches to Online Gambling
a) The United Kingdom: A Licensing Model

The UK Gambling Act, 2005 is widely considered one of the most comprehensive gambling laws. It
created the UK Gambling Commission, which licenses operators, enforces responsible gaming
standards, and ensures consumer protection. Online casinos, sports betting, and poker platforms are
all legal if licensed. Strict rules govern advertising, anti-money laundering, and player age verification.
The UK approach views gambling as a legitimate industry, provided it is taxed and regulated to
minimize harm.

b) The United States: A State-by-State Patchwork
The U.S. presents a scenario similar to India in its federal structure:

e Historically, online gambling was restricted under the Unlawful Internet Gambling
Enforcement Act (2006).

e In 2018, the Supreme Court struck down a federal prohibition on sports betting (Murphy v.
NCAA), paving the way for states to legalize it.

e Today, states like New Jersey, Nevada, and Pennsylvania have legalized online casinos and
sports betting under regulated models, while others maintain prohibitions.

e This creates a patchwork of laws, with interstate gambling still heavily restricted.

c) The European Union: Harmonized Principles, National Differences



The EU lacks a single gambling law, but the European Court of Justice has emphasized principles like
free movement of services while allowing member states to regulate gambling to protect public
interest.

e Malta has positioned itself as a global hub, offering licenses under the Malta Gaming Authority
with international recognition.

e Germany only recently liberalized its online gambling laws under the Interstate Treaty on
Gambling (2021), permitting sports betting and virtual slots under strict controls.

e France and Spain permit online gambling but impose high taxes and advertising limits.
d) Asia-Pacific Contrasts

e Singapore allows tightly controlled online gambling under the Remote Gambling Act (2014),
but only with licensed operators like Singapore Pools.

e China prohibits online gambling entirely, though enforcement struggles with underground
platforms.

e The Philippines operates a lucrative licensing regime through the Philippine Amusement and
Gaming Corporation (PAGCOR), becoming a regional hub for online casinos targeting foreign
players.

e) Middle East: Predominant Prohibition

In many Middle Eastern jurisdictions, particularly those under Islamic law, online gambling is
prohibited altogether. Enforcement varies, but cultural and religious opposition makes legalization
unlikely.

3. Key Differences: India vs. Global Approaches
1. Legal Clarity:
o Abroad: Countries like the UK and Malta provide clear licensing systems.

o India: Laws are fragmented, with colonial statutes still in play and state-by-state
divergences.

2. Centralization vs. Federalism:

o Abroad: The EU harmonizes principles while allowing national differences; the UK
enforces a uniform national law.

o India: Federalism results in uneven treatment, with some states regulating and others
banning.

3. Consumer Protection:

o Abroad: Regulators mandate responsible gaming tools, self-exclusion, and advertising
codes.



o India: Consumer protection is weak, with players often exposed to unlicensed
operators due to lack of clarity.

4., Taxation Models:

o Abroad: Moderate tax regimes encourage compliance (e.g., 15—20% gross revenue tax
in the UK).

o India: Heavy GST (28%) risks driving users to offshore platforms.
5. Skill vs. Chance Debate:
o Abroad: Most jurisdictions treat all online gambling as a single category for regulation.

o India: Legal acceptance hinges on whether a game qualifies as “skill” or “chance,”
leading to inconsistent outcomes.

4. Challenges and Way Forward for India
Challenges
e Ambiguity: Conflicting state and central rules confuse both operators and players.

e Enforcement Gaps: Offshore platforms serve Indian players without licenses, escaping
taxation and regulation.

e Consumer Harm: Lack of responsible gaming standards leads to risks of addiction, financial
loss, and fraud.

Potential Solutions
e Enact a comprehensive central law specifically addressing online gambling and gaming.
e Create a national regulatory authority similar to the UK Gambling Commission.

¢ Introduce uniform licensing and taxation, striking a balance between revenue generation and
user protection.

e Implement robust responsible gaming measures, including self-exclusion and spending limits.

The regulation of online gambling illustrates the diverse ways legal systems balance morality, consumer
protection, and economic opportunity. India’s approach, grounded in colonial-era laws and
complicated by federalism, remains fragmented and cautious. In contrast, countries like the UK, Malta,
and New Jersey showcase how licensing regimes can create structured, consumer-protective markets,
while parts of Asia and the Middle East adopt prohibitionist models. For India, the challenge lies in
moving from piecemeal bans and judicial distinctions toward a comprehensive, modern framework
that recognizes the realities of digital platforms while safeguarding social interests. A harmonized
approach could not only curb illegal offshore operators but also unlock significant economic and
technological benefits, provided regulation is responsible and balanced.



1. Foundational Law: The Public Gambling Act, 1867
e The Public Gambling Act, 1867 is the earliest central legislation on gambling.

e |t prohibits the operation of common gambling houses and prescribes penalties for owners
and participants.

e Importantly, it does not cover online gambling (which did not exist at the time).

e Since “betting and gambling” is a State subject under Entry 34, List Il of the Seventh Schedule
of the Constitution, states are free to adopt, amend, or repeal the Act.

2. State-Level Variations
Because gambling is a state subject, each state has its own stance:

e Complete Prohibition States: Telangana, Andhra Pradesh, Tamil Nadu (though some bans have
been struck down by courts), Gujarat, and Maharashtra prohibit most forms of gambling,
including online betting.

¢ Regulated States:

o Sikkim: The Sikkim Online Gaming (Regulation) Act, 2008 allows online gaming
licenses within the state, covering sports betting and casino-style games (with
restrictions).

o Nagaland: The Nagaland Prohibition of Gambling and Promotion and Regulation of
Online Games of Skill Act, 2016 licenses skill-based online games like poker, rummy,
fantasy sports, etc.

o Meghalaya: The Meghalaya Regulation of Gaming Act, 2021 allows both land-based
and online games under licensing.

e Lottery-Specific States: Kerala, West Bengal, Punjab, and a few others run state lotteries under
the Lotteries (Regulation) Act, 1998.

This patchwork creates a non-uniform national landscape.

3. Games of Skill vs. Games of Chance

e Indian courts (notably in State of Bombay v. R.M.D. Chamarbaugwala, 1957) established the
distinction:

o Games of chance = gambling, prohibited unless specifically authorized.
o Games of skill = not gambling, therefore legal.

e Examples:



o Rummy, chess, fantasy sports, poker (in some rulings) have been recognized as games
of skill.

o Roulette, dice games, lotteries are games of chance and fall under gambling
prohibitions.

4. Information Technology Act, 2000

The IT Act regulates online activities but does not specifically mention gambling.

However, Section 67 and Section 69A (blocking powers) have been used to regulate or restrict
access to illegal betting websites.

Online platforms are also bound by IT Rules, 2021, which impose due diligence obligations on
intermediaries.

5. Recent Developments in Online Gaming Regulation

In 2023, the Union Government designated the Ministry of Electronics and Information
Technology (MeitY) as the nodal body for online gaming.

Draft amendments to the IT Rules, 2021 introduced compliance requirements for online real-
money games, including registration, grievance redressal, and self-regulatory body oversight.

The government distinguishes between permissible real-money skill games and wagering
games of chance, though clarity is still evolving.

6. Taxation Framework

Under the Income Tax Act, 1961:

o Winnings from gambling, betting, or lotteries are taxed at a flat 30% rate under Section
115BB.

Under GST Law:

o InlJuly 2023, the GST Council clarified that online gaming, casinos, and horse racing
would attract 28% GST on the full face value of bets, regardless of skill or chance.

o This has been controversial, as it impacts both legal and skill-based operators.

7. Other Applicable Laws

Lotteries (Regulation) Act, 1998 — empowers states to organize and regulate lotteries.

Prize Competitions Act, 1955 — regulates prize competitions involving solving puzzles,
crosswords, etc.



Indian Penal Code, 1860 — general provisions on cheating, fraud, and criminal conspiracy apply
to gambling-related offenses.

8. Judicial Interventions

Courts have played a vital role in shaping the construct of gambling law:

R.M.D. Chamarbaugwala (1957): Established the skill vs. chance test.
K.R. Lakshmanan v. State of Tamil Nadu (1996): Horse racing was held to be a game of skill.

Varun Gumber v. Union Territory of Chandigarh (2017, Punjab & Haryana HC): Fantasy sports
were held to be games of skill.

Dream11 Judgments (multiple HCs, 2019-2021): Reaffirmed that fantasy sports are skill-
based and not gambling.

9. Enforcement Challenges

Offshore online betting platforms (like international sportsbooks or casinos) operate in India
despite state prohibitions, as enforcement under the IT Act and state police powers remains
inconsistent.

Ambiguities in defining skill vs. chance games create compliance challenges for legitimate
operators.

States passing frequent ordinances and courts striking them down create legal uncertainty.

The construct of gambling laws in India today is a fragmented, multi-layered framework:

At the core is the Public Gambling Act, 1867, still in force in many states.

States exercise autonomy, leading to diverse regulatory models—from prohibition to
licensing.

Courts have added a skill vs. chance test, creating a middle ground for certain online
platforms.

Newer laws like the IT Act and GST framework extend regulation into the digital and taxation
domains.

However, India still lacks a comprehensive national law addressing online gambling and
gaming, resulting in uncertainty for operators, regulators, and consumers.



Criminal Implications and Enforcement of Gambling Laws in India

Gambling laws in India represent one of the most complex intersections of criminal law, state
regulation, and constitutional interpretation. While gambling as a social practice has long existed in
Indian society, its legal treatment remains fragmented. At the heart of this framework is the
criminalization of unauthorized gambling activities, particularly those that fall under the category of
games of chance rather than games of skill. The enforcement of these laws, however, is riddled with
challenges due to technological innovations, federal divisions, and the porous nature of digital
platforms. This essay examines the criminal implications of gambling laws in India and the
mechanisms of enforcement that attempt to control this industry.

1. Criminal Implications of Gambling Laws
a) Prohibitions under the Public Gambling Act, 1867
The Public Gambling Act, 1867, a colonial-era statute still in force in several states, prohibits:
e Owning, operating, or being present in a “common gaming house.”
e Participating in unlawful gambling activities.
Criminal Penalties under the Act:
e For keeping a gaming house: imprisonment up to three months and/or a fine of up to X200.
e For being found in a gaming house: imprisonment up to one month and/or a fine up to X100.

Although these penalties appear minor today, they serve as the statutory basis for criminalizing
gambling activity in jurisdictions that have not replaced the Act with updated state-specific legislation.

b) State-Level Prohibitions
Because gambling is a state subject, several states impose stricter criminal sanctions:

¢ Maharashtra (Bombay Prevention of Gambling Act, 1887): imprisonment up to two years for
operating gambling houses.

¢ Telangana and Andhra Pradesh: amendments in 2017 imposed complete bans on online
gambling and betting, treating violations as cognizable and non-bailable offenses.

e Tamil Nadu (before its 2021 ordinance was struck down): proposed severe penalties,
including imprisonment up to three years, for online rummy and poker.

This shows how states exercise police powers to escalate gambling-related activities from minor
misdemeanors under the 1867 Act to serious criminal offenses with custodial consequences.



c) Games of Skill Exception and Grey Zones

The Supreme Court, in R.M.D. Chamarbaugwala v. Union of India (1957), recognized that games of
skill do not constitute gambling. Hence, operators of games like rummy, fantasy sports, or horse racing
often argue that criminal prohibitions do not apply.
However, ambiguity persists. For instance, poker is treated as a skill game in Nagaland but a prohibited
game in Gujarat. This legal uncertainty creates a risk of criminal liability for operators and players in
different jurisdictions.

d) IT Act and Online Gambling
The Information Technology Act, 2000 adds another criminal dimension:

e Section 67 penalizes publishing obscene or lascivious material online, which can extend to
some gambling advertisements.

e Section 69A empowers the government to block online betting websites.

e  While the IT Act does not directly criminalize online gambling, it supports enforcement by
targeting illegal websites and intermediaries.

e) Income Tax and GST Evasion

Taxation laws create indirect criminal liability. Under the Income Tax Act, 1961, winnings from
gambling are taxed at 30%, and failure to disclose or deduct tax can trigger prosecution for tax evasion.
Similarly, under the GST regime, operators not paying the mandated 28% GST on face value may face
criminal prosecution under the CGST Act for tax fraud.

2. Enforcement Mechanisms in India

a) Police Enforcement at the State Level

State police remain the primary enforcers of gambling laws, empowered to:
e Raid gaming houses.
e Arrest violators under state gambling statutes.
e Seize equipment and cash.

In states with complete prohibitions (e.g., Telangana, Gujarat), enforcement has extended to online
platforms, with cybercrime wings targeting apps and websites.

b) Role of the Central Government and Agencies

Although gambling is a state subject, the central government plays an indirect enforcement role
through:



e IT Ministry (MeitY): empowered to block illegal online gaming platforms under Section 69A of
the IT Act.

e Enforcement Directorate (ED): investigates money laundering arising from gambling proceeds
under the Prevention of Money Laundering Act, 2002 (PMLA). Offshore betting apps, when
linked to hawala channels, are brought under ED’s jurisdiction.

e Financial Intelligence Unit (FIU): tracks suspicious financial flows, particularly in online
transactions.

c) Judiciary’s Supervisory Role
Courts have intervened repeatedly to clarify the limits of enforcement:

e In K.R. Lakshmanan v. State of Tamil Nadu (1996), horse racing was declared a game of skill,
limiting state police powers.

e In Varun Gumber v. UT of Chandigarh (2017), fantasy sports were excluded from criminal
gambling definitions.

e Recently, high courts have struck down blanket bans on online skill-based games,
emphasizing that enforcement cannot equate all gaming with illegal gambling.

d) Enforcement in Online Gambling Cases
Enforcement against online gambling poses unique difficulties:

1. Jurisdiction: Offshore betting websites serve Indian customers, but police lack authority
outside India.

2. Technology: Use of cryptocurrency, VPNs, and cross-border payment gateways makes tracing
offenders difficult.

3. Consumer Protection: Victims of online betting scams often find little recourse, as operators
are beyond Indian jurisdiction.

To address these, authorities rely on:
e Blocking apps and websites through MeitY orders.
e ED investigations into cross-border payment laundering.

e Coordination with international agencies, though often slow.

e) Challenges in Enforcement

1. Ambiguity: Lack of a uniform national law leads to conflicting enforcement approaches across
states.



2. Resource Gaps: State police may lack cybercrime expertise to tackle sophisticated online
platforms.
3. Proliferation of Offshore Platforms: Despite bans, websites reappear with new domains.
4. Public Interest vs. Liberty: Courts often strike a balance, limiting overbroad enforcement
against skill-based platforms.
3. The Way Forward

Comprehensive Central Law: India needs an updated statute harmonizing offline and online
gambling rules, with clear definitions of skill and chance.

Specialized Enforcement Units: Cybercrime divisions must be strengthened with blockchain
forensics and financial investigation expertise.

Consumer Protection Mechanisms: Licensing, grievance redressal, and self-exclusion systems
can complement criminal enforcement.

International Cooperation: Cross-border treaties and FATF standards can enhance India’s
capacity to enforce against offshore operators.

The criminal implications of gambling laws in India are deeply shaped by colonial statutes, state-level

prohibitions, and the skill-versus-chance distinction developed by courts. Violations can lead to

imprisonment, fines, tax prosecutions, and even money laundering investigations. However,
enforcement is uneven, particularly in the digital sphere where offshore operators evade jurisdiction.
While police raids and website bans demonstrate the state’s criminal enforcement intent, without a

comprehensive legal framework India risks both ineffective enforcement and unjust criminalization.

The way forward lies in a balance: updating the law to regulate rather than merely prohibit, equipping

enforcement agencies with cyber tools, and ensuring that criminal liability is directed at harmful

practices while legitimate skill-based industries are protected.



