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Gambling and the National Accounts 

Paper prepared for the 34th General Conference of the International Association for Research in Income 

and Wealth (IARIW) 

Dresden, Germany, 21-27 August, 2016 

Joseph Haynes1 - Statistics Netherlands2

Summary 

‘’This isn’t betting. This is bookmaking. And that’s where our Trading team comes in. A big day on the 

trading floor creates an atmosphere to rival any stock exchange in the world.’’ Recruitment advert for 

UK bookmaker Ladbrokes. 

This paper considers how gambling transactions (wagers) and the institutional units involved 

(gaming institutions) should best be recorded in the National Accounts. The paper identifies errors, 

inconsistencies  and oversimplifications in the current S�stem of National Accounts ���� treatment 

and offers a new treatment. This new treatment proposes that wagers are inherentl� financial rather 

than non-financial, that gaming institutions are financial institutions rather than non-financial 

institutions and that purel� speculative transactions such as those involved in directl� creating a 

wager have no associated output. The anal�sis underpinning these proposals develops research 

undertaken b� the International Accounting Standards Board in a review of how wagers should be 

recorded in commercial accountanc�. 

Keywords 
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1 j.haynes@cbs.nl 
2 The views in this paper are those of the author and do not necessarily represent the views of Statistics Netherlands. 



2

1. Introduction 
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2. Gambling and its current treatment 

2.1 What is gambling? 

����������o�����l��l���l�
�f���	�o��of���m�l���,���	���,���	���	��������of	������������
�	o������m�l����

����
� o�� lo��l� ��
� ��	�o��l� l����� I�� 	��� ������� 	���	m��	� of� ��m�l���� ��	���� #NA� �o� ��ff�����	�


�f���	�o�� ��� ��o��
�
� ��	����� 6��� o

ly� ��o�
� 
�f���	�o�� ��� 	o� ��� fo��
� ��� 	��� ������	� 7��o�	�	�

89:��
�oo�� o�� ������� ��
� �ol�m��m�������� ��� ��	�o��l� ���o��	�99� (7��o�	�	,� %&;4)� ������ ��l�	����

��	��	���m��	� ��
� ��m�l���� 	o� 	��� o��o�	���	y� fo�� �o����ol
�� 	o� m���� ������ ��� ���l	��� A�


�f���	�o�,������� �f� ���l��
��o����	��	ly,��o�l
� ����m����of� 	��� f�������l� ���	o�� ���o�
�
�����o�(

f�������l���	��	���m��	���	���	�����Fo��	�������o����of�	������������m�l�������	����fo���
�f���
���<�

�89	��� ��	� of� ����	���� ����� ��� 	��� ������	� of� ��of�	,� ������ 	��� o�	�om�� ��� 	o� ��� ��olly�


�	��m���
��y���������	����f�	��������	�o����������	�������	o��of�	�������������o��o�	�ol�99�

#������
�f���	�o�������	��
�
�	o��o����	�����o�
��	���o���of���m�l���=�lo		�����,������o���m��,���o�	��

��
��o�(��o�	����������	���������	�	���������,��lo����
���o���m���,���
��	������
� f���l�	�	�� 	����

��o�
� ��o���of� ��	���	���� ���� �o����
� ��� 	���� ������ �y� 	��� 	��m� 89��m���� ���	�	�	�o�(�)99�� ���� 	��m�

89�����(�)99�������
�	o�
��������	�����	���	y�of���m�l������



3

The various different forms of wagers can, ����
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���	��	������������<�

• .�0�
(�

�� ������"� ������ ����
������ ��
� ��
����� ��
���� ���	�	�	����� ������ 8�

�9� ��� 	���

��	��
��� ��� �����	���� ��	���� ����	��� ����� ��� 
��	� ��

���$� ����� ��	�� ����	���� ����	��

	��������������	�$�������������
���
�����������	�$�	�������
�<�����	���"���	��	���
��	�����
�"�

��������?����	
���
�$"�	���������������	$������"��	����

• ?������������"�������	���������������	��������	����������	�	������	�
�����
���������

�����

���������	$�����
���$(��	�����	�����	��
����������
�
���	��������	"�
��	���	������������	$�

����
���
����������������		���

• #����
(��	�������"���������	��	������	�
��������
�������	�	�	��������������������
����
����

���	���
�������$�������	�����������������	���������	��
��������� ���
��������
�����0���	�
�

�������@��	�
��$� 	��� ��
���� ���	�	�	���������� ���
��	� ��

���$� ����� ��� ��������� ����������

�����
�	������	�������������	������	�
�����	���

• A���� ������"� ������ 	��� 	�	��� �
���	�� ������
� ���� �����
� 	���	���� ��
� ������	�
� 	�� 	���

���������	��	����������������	��������	����������	����	�����������������������������	����������

������	��	���������

����	��	�������	�"�
��	���������$���		��������
���
�����������
���������

	���������������	������$������	�����
����	���	���������	"�������������

!��	���������������������	��
�
���	��	�"�	��������
���������	����	������
���$����	��������������
��

��� ��
������ ����� �
�����	����� ���� ���� ����� �����
� ��� �����
���
� ��
� �����
�
� ���  �	������

!�����	���

Table �. Comparison of differing forms of gambling 

Fixed-odds wagers Casino wagers Spread-betting wagers Pool wagers
Initial stake paid by 
consumer. 

Initial stake paid by 
consumer. 

No initial stake paid by 
consumer. 

Initial stake paid by 
consumer. 

No explicit service charge. No explicit service charge. No explicit service charge. Often an explicit service 
charge or a proportion of 
each stake is withheld as 
an explicit service charge. 

Creditor and debtor
position can change in 
magnitude but not 
direction. 

Creditor and debtor
position can change in 
magnitude but not 
direction. 

Creditor and debtor can 
change in both magnitude 
and direction. 

Individual creditor
positions can change in 
magnitude but not 
direction. However total 
debtor position remains 
fixed at total staked.  

Outcome determined by 
uncertain future event. 

Outcome determined by 
uncertain future event. 

Outcome determined by 
uncertain future event. 

Outcome determined by 
uncertain future event. 

Total cash pay-out can 
exceed total staked. 

Total cash pay-out can 
exceed total staked. 

Total cash pay-out can be 
unlimited. 

Total cash pay-out cannot 
exceed total staked. 
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Table ; do���not�con�id�r��ddition���c��r����t��t�
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2.2 Current treatment of gambling in the National Accounts 

����tr��t
�nt�o����
��in��in�t���N�tion���!cco�nts�is�d�scri��d��ro
�'�;14�to�'�;1/�in�#N!����is�

tr��t
�nt��oc�s�s�on��ott�ri�s���t�t����s��o��t�����r�s��89�ott�ri�s�or���
��in�99��nd�t�����s�nc��o��

�n$�ot��r� ��id�nc�� in� ����ct�
��ns� t��t� tr��t
�nt�o�� ���� ��
��in�� �cti�iti�s� �r�� co��r�d��$� t��s��

�o�r���r��r���s�������c�rr�nt���id�nc��c�n����s�

�ris�d��s<�

• �����
o�nts���id��or��ott�r$�tic��ts�or����c�d�in���ts�consist�o��t�o����
�nts<�t�����$
�nt�o��

� s�r�ic��c��r���to�t���or��nis�r��nd���r�sid����c�rr�nt�tr�ns��r�t��t�is���id�o�t�to�t����inn�r��

• ����s�r�ic��c��r���
�$������to�co��r�t�0�s�on�t����rod�ction�o����
��in��s�r�ic�s��

• C��r��no��0��icit� s�r�ic��c��r��� is� c��r��d��n��sti
�t�� is� c��c���t�d��?6)?6A�d��in�s� t���

�sti
�t�d�s�r�ic��c��r����s�t���di���r�nc����t���n�t���tot����
o�nt����c�d�in�����rs��nd�t���

tot����
o�nt���id�o�t� in��riD�s����is�c��c���tion� is�
or��co

on�$�d�scri��d��s� t��� 8�ross�

��
��in��$i��d9��

• ����c�rr�nt�tr�ns��rs��r��r���rd�d��s�t��in�����c��dir�ct�$���t���n�t�os����rtici��tin��in�t���

�ott�r$�or���
��in���cti�it$��-ost�o�t�n�t�is�is���t���n��o�s��o�ds�t�o����t�is�is�not�����$s�

t���c�s���

)t is� t����i���o�� t�is�����r� t��t�#N!��nd�t��� tr��t
�nt�c�rr�nt�$�st�t�d� �or���
��in�� is� incorr�ct"�

inconsist�nt��nd�o��r�$� si
��istic������
�in��oints�o�� criticis
����d����inst�#N!��nd� t���c�rr�nt�

tr��t
�nt�o����
��in���r��t��t<�

• #N!�incorr�ct�$�tr��ts�������
��in���cti�iti�s��s����or
�o���ott�r$�or��oo��d���
��in���nd���i�s�

to�t�����cco�nt�o��ot��r��or
s�o����
��in�����r����di���r�nt�tr��t
�nt�
�$����r�@�ir�d��



5
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Table  . �����������������������	������	����������������������������
�����

Fixed-odds/Casino wagers Spread-betting wagers Pool wagers
Consumers GI Consumers GI Consumers GI

Premium P n/a n/a n/a P n/a

Explicit service 
charge 

n/a n/a n/a n/a C n/a

Max win ����� ∗ ��
+ ��� − � ��

� ��
− ����� ∗ ��
+ ���

Unlimited Unlimited ��� − �� � �

Max loss � ��
− ����� ∗ ��
+ ���

����� ∗ ��
+ ��� − � ��

Unlimited Unlimited ��� − �� n/a

! F A��
��
"�!��F�A��
��
��������������"�!��F�A��
��
�������������"�" F �

�"�� F 70�����	�

���������������
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3. Gambling industry – UK as a case study 

3.1 Background 

The UK has a mature ��
� ����	����$� ��������	� ��
������ ��
��	�$� ��
� 	��������"� �����
��� ���

��	����	���� ����(�	�
$� ��� 	��� ��
��	�$� ��
� �	�� �����
���� ���  �	������ !�����	��� ���� ��
������

��
��	�$����	������������	������
����	��	����<��� �	��������		��$���������������������
��������		�����=�

������� ��
�����=� �� ����� 	��
�	���� ��
� ��	�����
�� ��
��	�$� ��� ������ �����=� ��
� �� ����	�� ��
� ���(

����	����		������
��	�$������	������	�������
����(��������
�	�����

!�� �� ����	� ���
�"� 	��� ������	��$� ���
��	� 	�� 	������ ��
������ ��
��	�$� ������ ��� ��
���	���� ��� 	���

���������� ��	���� ��� ��
������ ��
� 	��� ������
� ������ 	��	� �0��	� ��	����� ��
������ ��
� ����������

��	���	��������������
������ ��
��	�$� ��� ������$� ������	�
��$� 	���H�
������?�

������"������
����

	��� ��� ���	���� ������
��	�� 70���	� ���� �����
(��		���� �����"� 
��� 	�� 	��� 
�������� �$� 	��� ���

A�����
��	� 	��	� �����
(��		���� ��� ��
��	������������ ���
� ���������� ���	���	�� ���� 
���������"� ���

������	�
� �$� 	��� .��������� ?��
��	� !�	����	$"� �	����� ��� ��
� ��� 	��� ��� ���	���� ������
��	��

?��������$����������������$���	�����	��
���"������	����$���0�
��

����	�����	���
���
��	��������������

���������"� ���� ������	�
� �$� 	��� H�
������ ?�

������� ��
��� ��� ����� #���� �� ���������� ��� 	���

������	���������
��������	�����	����	�	����
������������	�����
�	����	�	�� ���������� ������	��� �����

��������
���	������	�����������	�������
��������	���	������
�������������	���	�����

3.2 In numbers 

����H�
������?�

���������
�������	�	��	�������	��������	�����	��������
��������
��	�$������������

��
����	����
�	���������	�	��	��������	������
��$�����������
��$�	���6���������� �	������#	�	��	��������

	��� ��� ��	�
�	��� ��� ��	��	� ��
� �0���
�	���� ��� 	��� ��
������ ��
��	�$�� .��������� 	��� ?6)?6A�


�	��
����$�	�����������������������������	�
����	���
������������	�����	�	���������������
���
�	�	���

���D��� ���� �	�������� ������ ��� 	��� H����� H�
������ I���
�� � ������ 
�	�� ���
� 	��� H�
������

?�

������� ��� ��	�
�	�� ���� ��� �������	�
� ��� 	��� �������� ������� ��� ������ ��
������ $���
� ��� ��

������	�������	���	�	�����	�������
����	����������

���� 
�	�� ��� 	����� 1� ������ 	��	� ������	� ��	�
�	��� ��� 	��� �
�����	� �������� ������� ��� 	��� ��
������

��
��	�$�������	�����%&(%2���������$�£;�������
��#����������������������������
��������$������������

�
����������	$� ��� ���	����
� ����� �����
������ 	��	� �0�����	� �������� �������� ������
� �$� ��		����

�0�������� ��� 	���������$���	����� 1(3%���� 1(3�� ��� ����$� £;�������
��*$� ��������	�$� �@��	���� 	���

���������������	��	���	�	�����������
������$���
�	���������	�?6)?6A�
�	��
����$������	�������������

������	�
�	�������	���������������������	�����
��������
��	�$���



7

Such an issue and overestimation is not UK specific, but rather an issue for all NSIs following the 
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Table � – UK gambling industry data 

�

Source: ONS data – Office for National Statistics, all other data UK Gambling Commission 

4. Analysis of gambling 

4.1 The IASB analysis 

����)�	����	������!�����	����#	��
��
��*���
��)!#*"�%&&5�������
���
�������
������	������	�����

�����
� ��� �����
�
� ��� ����	���� 	�� 	��� ������	� ������	���� �	��
��
�� ��
� �����������$� ���� ��
����

£millions

Apr 2008-
Mar 2009

Apr 2009-
Mar 2010

Apr 2010-
Mar 2011

Apr 2011-
Mar 2012

Apr 2012-
Mar 2013

Apr 2013-
Mar 2014

Oct 2014-
Sept 2015*

Non-remote sector 18,206 17,206 17,284 18,017 18,387 18,906 19,300
Arcades** 1,601 1,520 1,307 1,270 1,196 1,262 1,278
Betting 10,744 10,076 9,762 10,097 9,912 9,733 9,590
Bingo 1,435 1,337 1,273 1,249 1,216 1,146 1,115
Casinos 4,426 4,272 4,942 5,401 6,063 6,765 7,317

Remote betting, bingo and casino 11,218 11,531 13,367 14,793 20,625 26,329 33,390
National Lottery (remote and non-remote) 5,149 5,477 5,825 6,503 6,977 6,736 7,275
Lotteries (remote and non-remote) 179 195 208 301 346 377 452
Total industry turnover (A) 34,752 34,408 36,683 39,615 46,335 52,348 60,417

Apr 2008-
Mar 2009

Apr 2009-
Mar 2010

Apr 2010-
Mar 2011

Apr 2011-
Mar 2012

Apr 2012-
Mar 2013

Apr 2013-
Mar 2014

Oct 2014-
Sept 2015

Non-remote sector 4,883 4,646 4,772 4,964 5,220 5,334 5,269
Arcades 480 456 392 381 359 379 383
Betting 2,903 2,811 2,957 3,030 3,199 3,173 3,201
Bingo 703 627 626 681 701 672 691
Casinos 796 751 797 873 961 1,111 993

Remote betting, bingo and casino 817 632 653 710 933 1,135 3,636
National Lottery (remote and non-remote) 2,522 2,679 2,840 3,124 3,280 3,100 3,293
Lotteries (remote and non-remote) 144 159 170 229 273 294 357
Total industry GGY (B) 8,365 8,116 8,436 9,027 9,705 9,863 12,556
GGY as % of turnover (B/A) 24.1% 23.6% 23.0% 22.8% 20.9% 18.8% 20.8%
*The Gambling Commission changed their reporting procedure and timescale
** Data estimated from GGY figures based on arcades typically having an approximate 70% payout rate.

2009 2010 2011 2012 2013 2014 2015
ONS data: output of UK gambling industry 8,641 8,362 8,790 9,372 9,270 9,801 10,059
ONS data : weight of gambling in UK GVA 0.66% 0.59% 0.64% 0.66% 0.64% 0.64% 0.64%

Gambling Industry Turnover by Sector

Gambling Industry GGY by Sector
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institutions should account for wagers. The IASB ����$��
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4.2 Are wagers financial instruments? 
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‘’Transactions in financial instruments (or financial transactions) refer to the net acquisition 
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assets or liabilities at fair value through profit or loss’ . Derivatives are part of this classification and 
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Table �. Comparison of wagers to key SNA./������������������	����������	����	����

Fixed-odds 
wager 
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Financial derivatives

Value of contract is dependent on a 
separate underlying item. 
 

� � � �
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Table �. Comparison of characteristics of differing wagers against characteristics of types of 

derivatives. 

Fixed-odds 
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Forward type contract
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needed when a derivative contract spans more than one accounting period and the change in 

market value of the derivative has be recorded on the balance sheet. 

The annex to this paper gives further examples of the recording of different wagers including losing 

wagers, spread-bet wagers, pool wagers and wagers which span more than one accounting period. 

Box !.�Rec�rding��f�a�fi�ed3�dd���ager�f�����ing�	�e�'*��	rea	�en	��f�financia��deri�a	i�e��

 The example uses a hypothetical wager of 100 units at odds of 3/1. The recording follows the same principle as 
prescribed for an options contract. The wager is successful and therefore returns in total 400 units to the consumer, 
the 100 unit stake plus the 300 unit winnings.  The recording is split as follows: 

1. Placing of the wager and the creation of the derivative asset and liability. 
2. The settlement of the final asset and liability values following the event. 
3. The pay-out on the winning wager between the gaming institution and the consumer. 
4. Annual recording assuming the wager is placed and settled within the same according period. 

In the absence of an explicit service charge, there is no transaction to record in the production account. The 
possibility of taxes and other such external fees/levies are ignored in this example. 
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4.6 Alternative financial asset and liability classification 

Having accepted that wagers are financial instruments, an alternative financial asset classification 
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Table �. Distinction between activities in which a gaming institution undertakes financial risk and 

where it does not 

Gaming institution’s activity is undertaking financial 
risk 

Gaming institution’s activity is not undertaking 
financial risk 

Fixed-odds wagers Pool wagers
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5. Counterarguments to recording wagers as financial derivatives 
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5.1 Derivatives are only for trading specific financial risks  
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5.2 Gambling is entertainment 
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5.3 The house always wins – gaming institutions are in control of the market 
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5.4 Gambling is luck; financial trading is skill 
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5.5 If not financial activities then what are gambling activities? 
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6. Gambling in the production account   
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6.1 Current recording of output in gambling industry 
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6.2 Output associated with speculation 
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The absence of an explicit service charge element to initial transactions in wagers or financial 

derivatives is not unique. Other financial transactions do not encompass explicit service charges 

meaning methods have been devised to estimate the value of this service charge and enable its 

recording in the production account - t�� 
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It is the view of this paper that s������	����	������	��������������$��������	��������$�
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7. Conclusion 
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Annex – Recording wagers in the National Accounts 

This paper has established that wagers are a form of financial derivative. This section explains how 

this recording should take place for each form of gambling under various circumstances with 

reference to the SNA prescribed treatment for derivatives. 

A.1 Fixed-odds wagers 
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Box A�.�Rec�rding��f�a�fi�ed3�dd���ager�f�����ing�'*��	rea	�en	��f�financia��deri�a	i�e��

� The example uses a hypothetical wager of 100 units at odds of 3/1. The recording follows the same principle as 
prescribed for an options contract. The wager is successful and therefore returns in total 400 units to the 
consumer, the 100 unit stake plus the 300 unit winnings.  The recording is split as follows; 

1. Placing of the wager and the creation of the derivative asset and liability. 
2. The settlement of the final asset and liability values following the event. 
3. The pay-out on the winning wager between the gaming institution and the consumer. 
4. Annual recording assuming the wager is placed and settled within the same according period. 

In the absence of an explicit service charge, there is no transaction to record in the production account. The 
possibility of taxes and other such external fees/levies are ignored in this example. 
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Box A�. Recording of a fixed odds wager that spans two accounting periods. 

� The example uses a hypothetical bet of 100 units at odds of 3/1. The bet is placed on a sports tournament which 
runs from September to May of the following year, therefore crossing two accounting periods (year 1 and year 
2). The bet is placed at the start of the tournament in September and will not be settled until the end of the 
tournament in May of the following year.  

On 31st December of year 1 the odds on the bet have lengthened to 5/1.  The market value of the wager has 
therefore changed and the value of the bet must therefore be recalculated at the current market price. The 
original bet of 100 units at 3/1 returned a total pay-out of 400. To achieve the same pay-out of 400 at the new 
odds of 5/1 it is only necessary to now wager 66.67 units.  This is the price at which either the consumer or the 
gaming institution could dispose of the asset/liability on the market at the end of year 1. The market value of the 
derivative is now below its nominal value. The current market value should be recorded in the balance sheet 
accounts at the end of year 1. 

The recording follows the same principle as prescribed for an options contract. The bet is ultimately successful 
and therefore returns in total 400 units to the consumer.  The situation is split into four distinct parts; 

1. Placing of the bet and the creation of the derivative asset and liability. 
2. Recording of the bet at the end of year 1.
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3. The settlement of the final asset and liability values following the event. Settlement takes place at the 
nominal value irrespective of the market value. 
4. The pay-out on the winning bet between the gaming institution and the consumer. 



34 
 

Box A!.�Rec�rding��f�a�l�sing�fi�ed3�dds��ager�

 

A.2 Spread-bet wagers 

SNA !!.!!! explains�the�recording�of�a�forward(t$pe�financial�deri�ati�e.�#pread(�et�wagers�are�no�

different� to� � forward(t$pe�deri�ati�es�and�the�recording�of� s�ch�wagers�sho�ld� follow�that� in�# !�

;5.%/&.�!s�no�premi�m�is�paid�on�a�forward(t$pe�deri�ati�e�or�a�spread(�et�wager�the�initial��al�e�of�

the� wager� is� Dero.� �he� wager� ac@�ires� a� �al�e� as� soon� as� there� is� a� change� in� the� �nderl$ing�

circ�mstances.��his��al�e�is�recorded�as�a�matching�asset�and�lia�ilit$�in�the�financial�acco�nt�and�

on�the��alance�sheet.�!n$�s��se@�ent�changes�in�either�the�magnit�de�or�the�direction�of�the�asset�

Worked example of recording a fixed odds wager in the National Accounts as a financial derivative. The example 
uses a hypothetical wager of 100 units at odds of 3/1. The recording follows the same principle as prescribed for 
an options contract. The wager is unsuccessful (the option is not exercised), the consumer does not receive a pay-
out from the gaming institution. The situation is split into two distinct parts; 

1. Agreement of the wager, payment of the premium and the creation of the derivative asset and liability. 
2. The settlement of the final asset and liability values following the event. 

A third view shows how the transaction would be recorded in total in the annual account assuming the bet is 
placed and settled within the same accounting period. 
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Box A-. Rec�rding��f�a�spread3
e	��ager�

� A customer agrees a spread-betting wager with a gaming institution (GI) on the outcome of a basketball match. 
The contract sets a strike difference in the scoreline of 10 points. For every point that the difference in the 
scoreline at the end of the match exceeds 10 then the GI will pay the customer €5. For every point that the 
difference in scores is below 10 the customer will pay the GI €5. The GI therefore faces a theoretically limitless 
liability. The liability of the customer is capped at €50, by virtue of the fact that the points difference cannot be 
less than 0 points. 
In the first example the match ends with a 15 point difference between the teams. Meaning the consumer has 
won the wager and will receive 25 units from the GI. The recording shows the initial asset/liability at the end of 
the game and the final settling of the wager between the consumer and GI. 
In the second example a more complicated recording is shown. The asset liability positions are now first 
recorded at half time in the match when the points difference is only 7. Meaning the consumer holds a liability 
position of 15 units. The spread-bet wager is then revalued at the end of the match when the game has finished 
with a points difference of 15. The first recording of the derivative takes place in the financial account, any 
subsequent changes in either the direction or magnitude of the associated asset/liability takes place in the 
revaluation account. Finally the payment is made on the winning bet between the GI and the consumer and this 
is recorded in the financial account. 
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A.3 Pool wagers 
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Box A!.�Rec�rding�p��l�wagers�as�financial�derivatives�

�A lottery is organised as a pool wager. Tickets costs 1 unit  and 1000 tickets are sold. The gaming institution that 
organises the lottery takes a 10% cut from all ticket sales to cover their expenses. The total prize pool is therefore 
900 units. The lottery is a random draw with only one winner who receives the entire 900 units as a prize. 
The recording of the lottery in the accounts follows that of an options contract. The transaction is split into two 
distinct pats; 

1. Recording the initial wagers and establishing the asset and liability positions. 
2. Paying out on the successful wager. 
 


