Casinos' effects on bankruptcy described
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Bankruptcy rates in counties with casinos initially drop, then rise until they exceed the rates in counties without casinos, according to a new Creighton University report. 

The study found that over a 13-year span, counties with casinos showed an annual increase in the bankruptcy rate that was 2 percent a year higher than that in counties without casinos. 

	Pottawattamie bankruptcy filings 



1990

146

1991

243

1992

287

1993

257

1994

254

1995

243*

1996

410

1997

424

1998

394

1999

376

2000

345

2001

463

2002

429

2003

487

2004

501

2005 (so far)

161

*First casino opened in Council Bluffs in 1995. 

Source: U.S. Bankruptcy Court for the Southern District of Iowa
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"It's pretty clear, the first few years it goes down, and then it begins to rise," said Ernie Goss, a Creighton economics professor. 

The nationwide study was done by Goss and Edward Morse, an associate professor of law. The two are writing a book on the economic and legal impact of the nation's gambling boom. 

The report is believed to be the first of its kind to explore the impact of casinos on personal bankruptcies over a period of time. It is to be released today. 

Data from the U.S. Bankruptcy Court for the Southern District of Iowa shows Pottawattamie County bankruptcies increasing dramatically in the year after Bluffs Run, the first casino to open in Council Bluffs, added slot machines. 

Goss and Morse said the report suggests that the impact on bankruptcy from many of the casinos opened around the country during the latter half of the 1990s is just beginning to become clear. 

The report also says "the social costs of those impacts need to be considered as further expansions are planned." 

Goss and Morse speculate that a number of factors could contribute to lower bankruptcy rates in the first three years of casino operations. 

Initially, there is a spurt of economic activity associated with casinos. That includes construction jobs and expanded tourism. 

Over time, however, the growth of problem gambling and a reduction in tourism - as tourists explore other gambling venues - may offset the initial construction boom, the researchers said. 

"As casinos become a more ordinary part of the local economy, this dampening effect (on bankruptcy rates) may fade, allowing the effects of problem gamblers to swell the ranks of bankruptcy petitions," the report says. 

The study looked at bankruptcy statistics from 253 U.S. counties with casinos and 3,081 counties without them. 

It looked at both Indian-owned and state-licensed casinos, examining statistics between 1990 and 2002. 

After their initial drop, bankruptcy rates began to rise after the second or third year. After eight years, the casino counties' bankruptcy rates exceeded that of counties without casinos, Morse said. 

"Over the 12-year period, bankruptcy rates in casino counties grew by 320 percent, while bankruptcy rates in noncasino counties grew by only 260 percent," the report says. 

