NAnited States Denate

WASHINGTON, DC 20510

November 13, 2018

The Honorable Joseph Simons The Honorable Noah Phillips
Chairman Commissioner

Federal Trade Commission Federal Trade Commission

600 Pennsylvania Avenue, NW 600 Pennsylvania Avenue, NW
Washington, DC 20580 Washington, DC 20580

The Honorable Rohit Chopra The Honorable Rebecca Slaughter
Commissioner Commissioner

Federal Trade Commission Federal Trade Commission

600 Pennsylvania Avenue, NW 600 Pennsylvania Avenue, NW
Washington, DC 20580 Washington, DC 20580

The Honorable Christine Wilson
Commissioner

Federal Trade Commission

600 Pennsylvania Avenue, NW
Washington, DC 20580

Dear Chairman Simons, Commissioner Phillips. Commissioner Chopra, Commissioner
Slaughter, and Commissioner Wilson:

We write regarding the use of manipulative marketing practices by apps designed for children.
Kids are uniquely vulnerable to advertising and are increasingly turning to online applications
for entertainment. Yet a recent study published in the Journal of Developmental & Behavioral
Pediatrics points to numerous examples of advertising techniques in games for kids that appear
to constitute unfair and deceptive practices under Section 5 of the Federal Trade Commission
(FTC) Act. The report includes evidence of children’s games disguising advertisements and
making advertisements integral to games themselves; games using characters to coerce children
into making in-app purchases; children’s apps being marketed as “free,” when those apps
actually require additional spending in order to play: and children’s apps characterizing



themselves as educational, when they are in fact saturated with advertising,' As experts continue
to express concerns about these: 1’:11';31_(3‘(1:3'e:sw,2 we request that you initiate an investigation into the
evidence outlined above in particulat and the business models of children’s apps in general.
Followmg sitch an 1nvest1gat10n we urge the Commission te take necessary and appropriate
action to protect children and families from unfair and deceptive practices in children’s apps.

Children should be able to entertain themselves and play without being bombarded by
promotional messages, which young people may not be able to accurately assess and. identi-fjr as
marketing. Children are often unable to distinguish between adveriising -and non-sponsored
content, and it 1s notuntil they are miuéh older that they can ¢comprehend the “"sellihg'-in_ten ” of
marketing.® Unfortunately, the aforementioned research shows that children — ofien at very
young ages —are often the subject of advertising. The authors of the report analyzed 135 apps
targeted to-or- commonly used by children younger than five years of age. Strlkmgly, over 95%
of the reviewed children’s apps included advertising-of:some sort, The ubiquity of advertising in
the apps that children commonly engage with is dee_ply troubling,

Even-more concerning, however, is the manipulative nature of the advertisements in children’s
apps. The new research clearly demonstrates that many apps déeply integrate advertisements into
garnes and make engagement with advertiséments unavoidable. In one app, for example, playels
who are collecting supplies totreat sick animals are told that they aré able to obtain more
effective medicinés.by watching a video advertisement. In another game, a cartoon hand puides
users” attention to-the ‘bottom of the screen, where advertising banners are located. Integrating
ads into games: in this way and masking marketing messages makes it nearly impossible for
young children to distinguish advettising from harmless fun.

In other apps; the characters that child players engage with and connect to explicitly encourage
users to nake in-app purchases. For example, in a game narrated by the character Barbie, the
familiar doll urges players to put on clothing that can only be *unlocked™ through an extra
purchase. In another app, an animated character begins to weep if the player clicks out of an in-
app store. Since we know children are particularly susceptible to communications initiated by
characters in media,* using these types of characters to nudge children to make purchases that are
integral to games manipulates kids during playtime.
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As the new research reveals, many apps further deceive users because they are marketed as free
when, in actuality, players must spend money in order to fully participate. Some apps, for
example, allow children to glimpse the multitude of characters that comprise the world of the
game, but require payment in order to play with all but one of those characters. In other apps,
children are only able to succeed and win a game if they buy specific tools. Apps in which extra
payment is requisite in order to enjoy a game and succeed should not be characterized as “free.”

Finally, the report reveals examples of apps that are labeled as educational, but are riddled with
advertisements. In one puzzle game, for example, children are regularly exposed to pop-up
advertisements that are not easy to navigate away from within the game. In total, a striking 93%
of the reviewed applications characterized as educational included advertising. As the study’s
authors point out, recurrent interruptions and marketing messages decrease the educational value
of an experience for children. Games should not include frequent and overt advertising and still
be characterized to parents as educational.

The FTC has a statutory obligation to protect consumers from unfair and deceptive advertising
practices. That responsibility is all the more urgent when the potential victims of such practices
are children. As parents increasingly permit kids to engage in online games and apps for
entertainment and fun, it is imperative to ensure that these playtime options are compliant with
existing laws. We, therefore, encourage you to immediately investigate the findings outlined
above and protect children and families from unfair and deceptive practices in children’s apps.

Thank you for your attention to this matter. We respectfully request a written response by
December 4, 2018.

W q Sincerely, (\ UM

Edward J. Markey Tom Udall

United States Senator United States Senator
Solowd lbman S

Richard Blumenthal

United States Senator



