
The rise of the sportsbetting industry
 
$5.8 billion is a large number in anyone’s language. That is the amount  
of money that was wagered on sportsbetting throughout Australia in  
2013/14 alone. 

You may have been wondering about the saturation of bookmaker 
advertisements for all different sports across newspapers, radio and 
television (even within the actual coverage) – and the reason is, clearly,  
it appears to be working. 

From 2009/10 to 2013/14, turnover on sportsbetting increased on average 
by 20 per cent each year. This is phenomenal growth and any industry that 
experienced that kind of increase in turnover would be rubbing its hands 
together and searching for greater slices of the pie. 

It can be seen from the figure below that while the turnover on sportsbetting 
has grown considerably, turnover on racing has been relatively constant (in 
real terms) over the last two decades. 

Based on current trends in wagering and society it would appear that the 
significance of sportsbetting for the wagering industry is unlikely to decline.

While racing is predominantly funded through wagering, other industries 
that involve wagering are primarily funded through other sources, such 
as broadcasting rights (i.e. AFL and NRL). This means that the trend in 
wagering potentially has a much greater impact on racing than others and 
that the setting of the product fees for racing is therefore extremely important 
for the ongoing funding of the industry.

These other codes have product fees for wagering operators for the use 
of their information, however, they are not as critical to ongoing funding 
and therefore the setting of the product fees does not necessarily need to 
consider the impacts on the ongoing funding of the code. 

SPORTSBETTING AND 
CORPORATES:

Unless you have been living under 
a rock over the previous few 
years, you would have noticed 
the increased advertising from 
wagering operators. This increase 
has been both on racing wagering 
and the relatively newer product of 
sportsbetting. 

It would be near impossible to 
watch a sporting event without 
being informed by commentators or 
advertisements of the odds from a 
bookmaker sponsor. It has become 
so prevalent that many people no 
longer blink an eyelid when it occurs. 

While sportsbetting was previously 
available to punters it was limited 
in its distribution and few “average” 
punters would have had phone 
accounts or access to bookmakers 
that offered sportsbetting. 

These days there would not be a 
single bookmaker or totalisator that 
does not offer sportsbetting products 
to their customers. This creates 
a degree of competition between 
the racing industry (through the 
collection of product fees and TAB 
fees) and other sporting events for 
the punter’s dollar. 

These two driving forces of change:

• Rise of sportsbetting; and
• Rise of corporate bookmakers

have created a number of issues for 
the wagering and racing industries 
that need to be considered. This 
article seeks to highlight some of 
those issues and identifies questions 
that will need to be addressed to 
further understand them. 

Changing the  
face of wagering

Source: 
Australian 
Gambling 
Statistics 
(2013/14).
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The rise of the corporate 
bookmakers 
Going back 10-15 years, at the racetrack there was a high 
degree of competition for your wagering dollar from on-
course bookmakers and on-course totalisators (TABs). 

Off-course, however, jurisdictional TABs had a monopoly 
over the operation of any off-course wagering (and still 
do with regard to retail outlets). Previously, off-course 
bookmakers would attempt to set up businesses through 
the use of phone betting (or other means) to attract punters 
away from the TABs. 

The emergence of the Internet changed the competitive 
landscape within the wagering industry completely, altering 
the understanding of ‘retail’ and giving bookmakers greater 
ability to compete with TABs on a much larger scale.

The totalisator agencies are now competing with large 
corporate bookmakers that, by their very nature, have a 
leaner cost structure. The corporate bookmakers have no 
‘bricks and mortar’ retail costs, with the majority of costs 
coming from website design/management, advertising and 
labour costs. The totalisator agencies by comparison would 
have all the same costs as the corporate bookmaker, but 
with additional costs associated with the physical retail 
outlets (buildings, rent, labour, etc).

It can be seen from the figure (right) that the turnover 
through TABs in Australia has been steady, or slightly falling 
in real terms since the mid-1990s. In contrast, however, the 

turnover for bookmakers and betting exchanges (Betfair) 
has increased substantially since the early 2000s, when 
a number of restrictions were removed and the Internet 
became mainstream. 

If this pattern is to continue in the future, it will not be long 
before the turnover on bookmakers and betting exchanges 
will exceed the TABs. This would have been considered 
virtually impossible only a couple of decades ago. 

The average annual change over this period is a decline 
of 0.7 per cent for the TAB, while Bookmakers/Exchanges 
have had average annual increases of 6.3 per cent  
(10.4 per cent since 2001/02).
 

How have the totalisator
agencies responded?
With this increased competition from bookmaking it is 
apparent that the totalisator agencies have begun to 
change their mix of wagering products, increasing their 
focus on fixed odds wagering in an attempt to compete 
with bookmakers. The following graph highlights this 
shift in focus with turnover from fixed odds wagers 
increasing from less than 2 per cent just in 2008/09 
to over 30 per cent in 2014/15.

Source: Australian Racing Board, Factbook 2014/15; RBA. 

Source: Australian Racing Board, 
Factbook 2014/15; RBA.
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What is the potential impact on 
the racing wagering revenue?
 
The racing industry is predominantly funded through 
wagering revenue, sponsorship and Government 
contributions. If one of these sources of revenue is under 
threat from increased competition the industry may be 
disrupted and it is important to understand how this will 
occur and what impact it may have. 

Wagering revenue received by the racing industry can be 
impacted from multiple sources, including:

•  Competition from sportsbetting; 
•  Changes in betting type for totalisator agencies; and
•  Increased competition from corporate bookmakers 

(depending on product fee charging structures).

The most recent Australian Gambling Statistics indicate 
that the overall take-out ratesi for the different wagering 
codes with bookmakers have consistently been higher for 
sportsbetting than racing wagering (see graph). We should 
note that this is an overall take-out rate and does not reflect 
the take-out rate for all wagering products offered across the 
different codes. It should also be understood that it is a take-
out rate and does not account for the potentially different 
costs associated with providing these services  
(e.g. marketing, etc.)

For the period 1998/99 to 2002/03, the overall take-out rates 
were similar between the two products, however there was 
a sudden spike in sportsbetting to 9 per cent and a fall in 
racing to 4 per cent which created a significant gap between 
the two. Since that point, the take-out rate for racing has 
been increasing year on year, however it has not yet 
matched the sportsbetting take-out rate. 

Does the sportsbetting take-out rate 
impact on the racing take-out rate?

As outlined above, sportsbetting has continually had a higher 
overall take-out rate than racing for the past seven years. 

While this information is high-level and does not provide  
any detailed information on the type of bets and the effect 
of any free bets that have become quite prevalent in the 
industry, it does indicate that, on average, bookmakers earn 
more revenue per dollar of turnover through sportsbetting 
than racing.

This difference in the take-out rates could be from the 
bookmakers offering lesser odds for sportsbetting or 
possibly an increase in the everyday “average” punters that 
are not as successful as more informed customers that may 
be punting on racing. 

i Take-out rates in wagering is the proportion of revenue that the wagering 
operator is left with after paying out punter’s winnings (this is effectively the 
wagering operator’s operating margin)

How much influence do bookmakers 
have on the punters’ choice of product 
between sportsbetting and racing?

Given the significant importance of the Internet to the 
turnover that bookmakers receive, it is important to look at 
how the bookmaker websites are structured. Many of the 
bookmakers separate racing and sports, with racing usually 
the first option for the websites. 

The impact of this influence is unclear but there are a 
number of different factors to consider, such as:

• What would happen if bookmakers promoted 
sportsbetting on their websites more than racing? 

• Does a punter log onto a wagering operator’s website 
already knowing what they will punt on, or are punters 
influenced by the information or odds displayed on  
the website?

Admittedly many of the wagering operators already heavily 
promote sportsbetting, however racing still appears to be 
the primary product that is promoted on their websites. 

Does the setting of product fees impact 
on bookmakers’ decisions between 
products?

Wagering operators are required to pay product fees for the 
use of the product’s information. This is a marginal cost to 
the wagering operator and therefore any wagering operator 
would seek to minimise its costs while not impacting on 
its revenue. Therefore if a wagering operator is able to 
influence a punter into punting on a product that has a lower 
marginal product fee and the same, or higher, take-out rate 
(on average), then the wagering operator will be better off.  

An important consideration for the racing industry is to 
understand the extent of the punters’ cross-price elasticity  
of wagering for their product – i.e. does a change in the 
take-out rate by the wagering operator result in punters 
choosing a different product to bet on and therefore impact 
on the turnover from punters for racing products?

Source: Australian Gambling Statistics (2013/14).
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The federal government’s recent decision to ban on-line 
in-play betting is likely to have at least some impact on 
sportsbetting turnover, however, it is unclear how much 
impact and whether it will lead to a subsequent positive 
impact for racing wagering. 

While it is likely to have a downward impact on sportsbetting 
turnover, it is not clear whether those punters that have 
been using the service would continue to use the service 
through illegal offshore wagering operators, would reduce 
their wagering overall or would convert to wagering on 
racing products.

So what does all of this 
analysis mean...
 
for totalisator agencies?

As demonstrated throughout this article, totalisator 
agencies are facing continually increasing competition  
from other wagering operators. 

This competition has already created a response from 
totalisator agencies through a change in the proportion of 
fixed bets being held by these types of wagering operators, 
however it has also manifested itself in other ways – such 
as improved service and product offerings. 

A key issue for the totalisator agencies however, is whether 
these changes in betting types and alternative offerings 
are impacting on their core business of pari-mutuel pool 
betting? Does there become a tipping point whereby the 
pools become too low for punters and no longer represent  
a value to the business to continue?

for the racing industry?

The racing industry needs to understand the different risks 
and outcomes associated with the different scenarios that it 
faces from this increased competition. 

The industry needs to understand:

•  How will the change in proportion of betting types 
impact on the distributions paid to the racing industry 
from totalisator agencies?

•  Will the decrease in the overall size of pools impact on 
the value of services provided by totalisator agencies? 

•  Will the continued increase of the Internet impact on 
the value of the exclusive retail licences held in some 
states?

•  Will a decrease in value of exclusive retail licences 
impact on the distributions provided back to the racing 
industry?

Given the significant reliance on wagering income for the 
industry, it is important that the racing industry is able 
to position itself for the best possible outcome given the 
potential future developments of the wagering industry. 

for other wagering operators?

The initial issue for other wagering operators is to 
understand the impact to their own business of:

• Changes by the totalisator agencies’ mix of betting 
types; and

• The ban on on-line in-play betting.  

A further issue for wagering operators to be conscious 
of is the potential ‘free rider’ problem associated with the 
pool-type products offered by bookmakers. If changes to 
the wagering landscape result in the totalisator agencies 
discontinuing the pools, then this may have subsequent 
impacts to bookmakers if punters using those products  
do not subsequently switch to other, non-pool, products. 

for other sporting codes?

There are two key issues for other sporting codes coming 
out of this analysis: 

•  Is the ban on on-line in-play betting likely to have any 
impact? and 

•  Does the code want to align itself with the wagering 
industry and view it as a genuine source of revenue?

Will the recent ban on on-line in-play betting impact on sportsbetting turnover?

If you would like to discuss any of this analysis, 
please contact Tim Ryan directly on the details below. 

Tim Ryan  Principal Consultant
p: +61 (0)418 140 857  e: tryan@oakleygreenwood.com.au 


