
 
  

Competitive Positioning in Regulated
Markets 

Idea In Short

Before entering a regulated digital market, price the license into your financial model, run
favorable, moderate and adverse scenarios, and bring compliance staff into product and
entry decisions from the first meeting. New Zealand shows why. The Online Casino
Gambling Act 2026 caps online casino licenses at 15, the Department of Internal Affairs
[DIA] reported that 11 entities won the right to apply at NZ$15 million per license, and winning
the auction does not guarantee approval. Scarce access can protect margins, yet the fee,
compliance costs and advertising limits can erase them. Compete on service quality,
transparency and trust, because promotions will not carry you. Treat regulation as part of
industry structure, not as an administrative afterthought.

Entering a digital market looks easy. A firm can launch a website, reach buyers abroad and
sell without a large physical base. That edge shrinks once a digital industry falls under strict
rules. In a regulated market, price, technology and customer growth are only part of the
contest. Licenses, compliance costs, consumer duties and government policy decide who
may sell at all. New Zealand's online casino industry is a useful case, because the country is
moving to a license system that caps the number of players and tightens operating rules.
Consumer sites such as Casino.com New Zealand show how information intermediaries help
users research online gaming platforms and compare operators, though a commercial site is
one source among several and the official license register will matter more once licenses
are granted.

Regulation as a competitive force

Classic strategy looks at demand, price, customer taste and rival moves. In a heavily
regulated field, government policy adds a structural factor. Rules can set the number of
rivals, fix minimum standards and create costs that cut into profit. These effects are
sharpest in digital industries, where firms once crossed borders with few physical limits.
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New Zealand's Online Casino Gambling Act 2026 shows the change. The two subsections
below cover the framework and the auction that followed.

The licensing framework

The law makes up to 15 online casino licenses available, though the regulator need not issue
all 15. Licenses run for three years and can be renewed once for five more. They are
personal and cannot be transferred. No person may hold significant influence, set at 20
percent of ownership or votes, over more than three licenses. Applicants must prove they
are suitable, partly through a New Zealand presence and community contributions, and each
business plan must cover advertising, consumer protection, harm prevention and
compliance.1 Day-to-day rules add cost, since operators must check ages with digital
identity tools, refuse credit cards and keep spare customer funds in separate accounts. A
firm weighing entry faces a different set of economics from the one it knew online.

The auction and its price

The licensing process also brings large sums. In October 2026 the Department of Internal
Affairs confirmed that 11 entities had won the right to apply for the 15 licenses in a
competitive auction. The final price was NZ$15 million per license. Baytree Interactive won
three, Playvia Gaming (NZ) and Rock Swift Group won two each, and eight others won one
each.2 By my own arithmetic, all 15 licenses would raise NZ$225 million, and an entity
holding three has committed NZ$45 million before it opens a platform. The department
made clear that the result is not a license:

Successful participation in the auction does not guarantee that a licence will be
granted

Winners still have to finish the application and assessment before they can serve any
customer.

Applying Porter's Five Forces to a regulated market

Michael Porter's Five Forces model gives a clear way to judge how attractive an industry is.
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It looks at rivalry, new entrants, supplier power, buyer power and substitutes. Porter wrote in
Harvard Business Review that industry structure drives profit and that government policy
changes the relative strength of the forces.3 That makes the model handy when a market is
being rebuilt by new rules. Regulation touches each of the five forces directly. The
subsections below apply the model to New Zealand's online casino market, one force at a
time.

Threat of new entrants

In many digital markets a new rival can start with a small outlay. A software firm can sell
abroad without offices in each country. Regulated industries work differently. A license adds
cost, paperwork and set-up work that every newcomer must clear. In New Zealand the small
number of licenses and the auction price keep most firms out. That helps approved
operators, since fewer rivals may legally compete. It also loads them with costs and duties,
so each firm must ask whether a protected market is worth the price of getting in and
staying in.

Competitive rivalry

A cap on licenses does not end the fight for customers. Rivalry moves to user experience,
brand, service quality and efficiency. When every firm follows similar rules, standing apart
matters more. Firms that rely only on promotions or low prices may struggle to build a
lasting edge. A stronger position can come from dependable technology, clear messages,
good customer support and steady service. Firms must also check that their methods of
standing apart respect limits on advertising and on how they win customers.

Bargaining power of customers

Online buyers can compare services in minutes, and easy access to facts raises their power.
Comparison gets harder when products carry different license terms, operating conditions
and consumer protections. Information intermediaries help by organizing the details in a
form people can use. In New Zealand's online casino sector, buyers may need to know how
operators differ, what each one offers and whether it holds a license. Official data will
matter more as the license system matures. For firms, plain communication helps their
position because it lowers doubt and lets customers choose with confidence.

Bargaining power of suppliers
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Digital firms lean on outside technology vendors, payment processors, security experts and
software developers. Rules make these ties more complex. A supplier may need to meet
technical standards, support compliance reports or supply systems that satisfy a specific
rule. When few suppliers qualify, costs rise and choice falls. New Zealand's ban on credit
cards and credit-linked payments narrows the list of payment partners even more. Firms
entering a regulated market should treat supplier ties as part of their planning. Long-term
deals, close technical links and a spread of suppliers cut the risk of a single point of failure.

Threat of substitutes

Rules do not remove the customer's other choices. People can spend time on video games,
streaming, social games or ordinary leisure. For online casinos, substitutes may include
other regulated gambling products that follow different laws. Substitution matters because
rivalry reaches past firms that sell the same thing. A company can win a license and market
access and still fail to draw people who prefer other entertainment. Planners should
therefore look at the whole consumer picture, not only at direct rivals.

Licensing as a barrier to entry and a strategic investment

People often see a license as a box to tick. It can also be an asset. When licenses are few,
access is scarce, and firms that meet the standards can enter a market that rivals cannot
easily reach. That can support a long-term position. A license still does not guarantee profit.
The NZ$15 million price is a large commitment before spending on technology, staff,
compliance and customer service. Leaders must test whether expected returns justify the
outlay. One practical method is to build three money scenarios:

1. Favorable: strong customer retention and efficient operations
2. Moderate: slower market growth and higher compliance spending
3. Adverse: weaker demand, rising costs or further rule changes

Scenario work helps decision makers weigh uncertainty instead of trusting a single hopeful
forecast.

Differentiation beyond price

Digital firms often win customers with discounts, bonuses and promotions. That tactic gets
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weaker when rules limit marketing. The Department of Internal Affairs notes that the new
regulations include advertising rules for licensed operators.4 During the current transition,
online casino advertising to New Zealand customers stays prohibited, and the Act also bars
sponsorships, personal endorsements and affiliate marketing for licensed operators. Those
limits push firms to build advantages that do not depend on promotion. Good areas to work
on include site usability, access, customer support, security and open operating practices.
Clear terms and conditions let people judge a service without leaning on marketing claims.
Rivals find these traits harder to copy than a temporary discount. The aim is value through
steady service quality, not short bursts of promotional spending.

Trust as a source of competitive advantage

Trust counts most where money and personal data are involved. Customers need to believe
a platform runs openly, guards their data and works reliably. A license supports trust by
setting minimum standards, but compliance alone does not build a strong brand. Firms must
show that daily practice backs up what they promise. That means solid security, easy
support and fair handling of complaints. New Zealand's framework aims to protect
consumers and cut gambling harm, so licensed operators face rules on fairness, security
and responsible play. Those include pop-up alerts after 60 minutes of continuous play and a
24-hour cooling-off period before any limit increase. Firms should treat these duties as part
of how they run the business, not as a separate legal chore, because teams that build
compliance into daily routines hold standards more steadily as rules change.

Market localization and customer understanding

International firms often assume a winning plan will work in any country. Regulated markets
punish that habit. Consumer expectations, laws, culture and rivals all differ from place to
place, and a plan that works in one country may fail in another. For New Zealand,
localization means more than translating a site or changing payment options. Firms must
grasp local rules, consumer protection expectations and market conditions, and the license
assessment itself weighs a New Zealand presence and community contributions. They
should also ask how their products fit the domestic economy, including local partners,
delivery needs and regulator expectations. Good localization joins market research with
legal and operating plans. Companies that treat local requirements as planning inputs, not as
obstacles, compete better over time.
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Balancing growth and compliance

Few choices in regulated digital markets are harder than the balance between growth and
compliance. Growth teams focus on winning customers, building products and expanding
fast. Compliance teams focus on risk, records and controls. Leaders often treat the two
goals as rivals, yet lasting results need both. A firm that expands fast without compliance
systems may face enforcement, damage to its name or service disruption. A firm that
attends only to process, with no strong offer for customers, may fail to earn a living. Strong
companies build governance that links planning with legal, technical and operating
knowledge. Compliance staff should join product and market entry decisions from the start,
which cuts costly fixes and exposes risks while they are still small.

Strategic lessons for other digital industries

New Zealand's online casino sector supplies the case, but the lessons reach financial
technology, digital health, telecommunications and data services, which all work under rules
that shape rivalry. The pattern is general, and the same questions about access, cost and
trust arise wherever a regulator limits who may compete. Five lessons stand out:

1. Rule changes can reshape an industry, so assess how new rules affect access,
running costs and rivalry

2. Entry barriers bring both chances and risks, since limited access may reduce
competition while large fees weaken profit

3. Trust and openness help firms stand apart, because dependable information and
steady service matter where buyers face doubt

4. Compliance belongs inside business strategy, because rules shape technology,
staffing, marketing and daily choices

5. Flexibility stays essential, as rules, customer expectations and market conditions
keep changing

Together these lessons help a firm judge whether a market is attractive and whether it has
the skills to compete there. Porter's model is a start, and good planning adds scenario work,
strong delivery and a clear view of customer needs.

1Licence to operate: New Zealand's Online Casino Gambling Act 2026
2New Zealand selects 11 entities in iGaming licence auction
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3The five competitive forces that shape strategy
4Online Casino Gambling

Summary

Regulation changes who may compete, what competition costs and which advantages last.
New Zealand's online casino market shows a scarce license, an auction price of NZ$15
million and strict consumer protection rules reshaping each of Porter's five forces. Obtaining
access is only the first step: long-term success depends on managing costs, differentiating
through service and transparency, building trust and adapting as rules change. Scenario
planning guards against a single optimistic forecast, and early involvement of compliance
staff reduces costly corrections. Organizations that treat regulation as a structural force
instead of a constraint choose markets more deliberately and compete more durably once
they enter. The same logic applies to financial technology, digital health and
telecommunications.
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