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Gambling on the future
Jun 24th 1999 | CHICAGO 
From The Economist print edition



The latest government report on the subject concludes that Americans have taken gambling to their hearts. The price is high
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AMERICANS love to roll the dice, bet on a game, load up on lottery tickets (with pathetic odds of winning astronomical sums), or even stare blankly at a video machine that spits out the occasional coin. The National Gambling Impact Study Commission was created by Congress in 1996 to study whether all this is a good thing for the country. Now it has come back with its report: the proliferation of gambling has entertained millions and generated decent jobs in some of America’s most distressed communities, but it has done so at a steep price, much of which is paid by individuals who never set foot in a casino. The commission recommends a “pause” to take stock.
Legalised gambling is now permitted in 47 states and the District of Columbia, generating more than $50 billion in gross revenues (dollars wagered minus payouts). Gambling expenditures as a percentage of personal income more than doubled between 1974 and 1997, from 0.3% to 0.74%. Americans now spend more on various wagers than they do on theme parks, video games, spectator sports and movie tickets combined (see chart). Government is far more than an observer in all this. Revenue from state lotteries climbed from $2 billion in 1973 to $34 billion in 1997. The states spent $400m advertising such games, in some cases targeting poor districts. Tribal casinos take in another $7 billion.
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The report notes that Americans overwhelmingly approve of gambling, which has become “a pervasive activity in our culture”. That eagerness to roll the dice has generated an estimated 700,000 direct and indirect jobs and $21 billion in wages, revitalising deprived areas—or at least staving off death. 
But at what price? The report estimates that roughly 3m American adults have had a pathological gambling problem at some point in their lives, meaning that they have lied, stolen, gone broke, neglected jobs or family, or even committed suicide because of an uncontrollable desire to gamble. A study by the National Opinion Research Centre at the University of Chicago found that pathological gamblers generate 15% of the industry’s gross revenues—and that each one costs society around $12,000 over his lifetime in benefits and policing costs. 
Meanwhile, many of the purported benefits of legalised gambling are illusory. Lottery revenues, for example, are often dedicated to popular causes, such as education or environmental protection. But closer study suggests that such revenues merely displace funds that would have been raised in some other way: the crumbling schools or endangered loons do not actually get any new money. In fact, the lottery is essentially a large regressive tax. Lottery players with household incomes under $10,000 spend three times as much on lottery tickets as those with incomes over $50,000. Indeed, 5% of ticket buyers account for 51% of total sales. 
Two additional factors make America’s gambling habit particularly problematic. First, the industry has pumped massive amounts of money into political campaigns, making it less and less likely that politicians will deal with the issue sensibly. And second, the Internet now has the capacity to put a virtual casino in every home in America.
What is to be done about all this? The commission makes 76 specific recommendations. They include a complete ban on wagering on college and amateur sports, a ban on Internet gambling and a ban on credit-card cash-advance machines in gambling parlours. The report suggests raising the legal age for any kind of wagering to 21 and taxing gambling revenues to pay for programmes to treat problem gamblers. The commission also calls for restrictions on political contributions from entities operating (or seeking to operate) gambling facilities, an idea that is not likely to get through the courts. Indeed, the Supreme Court recently overturned a federal ban on commercial gambling advertising on radio and television.
The report makes a distinction between destination gambling (riverboats and resorts), which generates local jobs and economic development, and “convenience gambling” (the video poker machine tucked in the corner of a petrol station) which does not. The commission recommends a rollback of convenience gambling operations. It also wants a host of new studies on the relationship between gambling and various social problems, such as bankruptcy, divorce, domestic violence, suicide and crime; and it recommends sorting out the sovereignty issues related to Indian gaming.
Both pro- and anti-gambling forces think the report is on their side. Frank Fahrenkopf, president of the American Gaming Association, says it proposes no blanket federal approach to gambling: the commission concludes that gambling is by and large a state and tribal issue (with the exception of the proposed federal ban on Internet gambling). And the industry has been cleared of its alleged ties to organised crime.
But gambling opponents argue that the gambling industry’s armour has been pierced. “The cards they dealt us we can use,” says the Rev Tom Grey, executive director of the National Coalition Against Legalised Gambling. He and other gambling opponents compare the industry to big tobacco, which hid for years behind a series of barricades that were slowly destroyed by new evidence. “You contain them, you constrain them, and ultimately they conquer themselves. That’s just basic infantry 101,” Mr Grey goes on. In the true American spirit, he suggests there might be a lot of money to be made by suing the entities that knowingly get people addicted to gambling. 
The most impressive accomplishment of the Gambling Impact Study Commission may be that its members did not throttle one another. Political wrangling guaranteed a diversity of strongly held opinions. (The president, the speaker of the House and the Senate majority leader were each asked to appoint three members.) In the end, the group had four members with direct or indirect ties to the gambling industry and five members with no such ties. 
The commission held hearings around the country, listened to testimony from experts and the public, surveyed existing research, commissioned original research, and even toured the Atlantic City Boardwalk, interviewing vendors along the way. Richard Leone, a commission member who is also president of the Century Foundation, called the undertaking a “unique expression of American pluralism”. 
Yet for all its work, the commission dodged the most fundamental question: do the social costs of gambling outweigh the benefits? The panel sniffed at existing research on the subject, calling it “flawed by insufficient data, poor or underdeveloped methodology, or researchers’ biases.” The members also balked at attaching dollar figures to some of the most egregious social problems caused by pathological gambling, noting, “How can one calculate the ‘cost’ of the two children that died while locked in cars as their parents or care-givers gambled in nearby casinos?”
The report’s recommendations carry no legal weight; any changes must move through a political process in which gambling interests hold most of the chips. But the report has properly positioned the issue not as a moral question of whether individuals should gamble or not, but as a social issue in which an industry and its customers offload most of their costs on the public. “If you keep the focus of the camera tight enough, you can show gains [from gambling], particularly in the most desperate places,” says MrLeone. But, he points out, that view changes as the camera draws away. 
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