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Issues with online gaming in India- Regulating India’s online gaming industry

What is the current state of online services in India?

India, with its vast and diverse population, has become a significant player in the global online
services arena. As of now, the country boasts the world's second-largest internet user base, with a
staggering 692 million users. This article explores the current landscape of online services in India,
with a focus on internet usage, mobile app engagement, media dominance, and the booming online
gaming industry.

Internet Usage in India

The proliferation of the internet in India has been remarkable, positioning the country as a key player
on the digital stage. With 692 million internet users, India is second only to China in terms of online
presence. This surge in internet usage has not only connected people but has also paved the way for a
digital revolution, influencing various aspects of daily life.

Mobile App Engagement

A noteworthy aspect of India’s digital transformation is the substantial increase in mobile app
engagement. On average, users spend 4.9 hours per day on mobile apps, indicating a 32% surge since
2019. This significant rise reflects the integration of mobile technology into the fabric of everyday
life for millions of Indians.

Media and Entertainment Dominance

A staggering 82% of app usage in India is dedicated to media and entertainment, with social media
playing a pivotal role. This dominance highlights the cultural significance of digital platforms in
shaping the narrative and influencing public discourse.

Online Gaming Industry Growth

Undoubtedly, one of the most dynamic sectors in India's digital landscape is online gaming.
Experiencing a remarkable 27% Compound Annual Growth Rate (CAGR), the industry has become a
major source of entertainment for millions. However, this rapid growth also brings forth a set of
challenges that need careful consideration.

Issues with Online Gaming in India

As the online gaming industry expands, so do the concerns associated with it. Addiction, mental
health issues, and even suicides have been linked to the rise in online gaming. Furthermore, players
are increasingly vulnerable to financial frauds, exacerbated by the blurred line between legal gaming
platforms and illegal gambling/betting sites.

Illegal Offshore Gambling Markets

A shadowy underbelly of the online gaming scene in India is the flourishing illegal offshore gambling
market. Shockingly, this illicit industry receives around $100 billion per year from Indian deposits
and has experienced a 20% growth in the past three years. The scale of this operation not only poses
financial risks to individuals but also has broader implications for the Indian economy.

Losses to the Exchequer

The economic impact of illegal gaming operations is profound, with India losing an estimated $45
billion annually in potential taxation. These losses represent a significant drain on the country's
resources, further underscoring the urgent need for effective regulation and oversight.

National Security and Money Laundering

Adding to the complexity is the connection between the gaming sector, national security concerns,
and money laundering. The Parliamentary Standing Committee on Finance has raised alarms about
the potential threats posed by the online gaming industry, emphasizing the need for a comprehensive
regulatory framework.

Government Response in India

Recognizing the challenges posed by the burgeoning online gaming industry, the Indian government
has initiated steps to address these issues. Proposing new regulations and introducing the Information
Technology Rules, 2021, are crucial steps towards digital oversight. However, the implementation of
Self-Regulatory Bodies has faced delays, and enforcing state bans has proven to be a formidable
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challenge.

Global Response (UK as an Example)

A case in point for effective regulation is the United Kingdom, where a centralized government
regulator oversees the gaming sector. This regulator publishes quarterly reports, demonstrating the
impact of regulatory measures. Significant fines are imposed for non-compliance, leading to a
reduction in disordered gaming behavior.

Challenges with State Bans in India

Despite efforts to curb online gaming through state-level bans, enforcement remains a challenge due
to the cross-border nature of the internet. The effectiveness of these bans is limited, requiring a more
comprehensive and coordinated approach to regulation.

Way Forward for India

To address the multifaceted challenges posed by the online gaming industry, India must look to the
experiences of nations like the UK. Implementing strict regulatory frameworks, inspired by the
centralized regulator model, is crucial. Specialized authorities need to be established to distinguish
legal gaming platforms from illegal ones, effectively addressing issues of addiction, financial fraud,
and national security.

Addressing Addiction, Fraud, and National Security

In the pursuit of a robust regulatory framework, specific measures must be taken to address addiction
issues. Strategies to combat financial fraud in online gaming should be prioritized, safeguarding the
financial interests of players. Additionally, national security considerations should be woven into the
fabric of regulatory frameworks to mitigate potential risks.

Conclusion

In conclusion, the current state of online services in India, particularly the online gaming sector,
presents both opportunities and challenges. As the government works towards implementing new
regulations, it is crucial to strike a balance that fosters growth while ensuring the well-being of users.
Strict regulatory frameworks, inspired by successful global models, will play a pivotal role in
achieving this balance.
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