November 16, 2009

State Senator Karen Spilka and State Representative Brian S. Dempsey, Co-Chairs

The Joint Committee on Economic Development and Emerging Technologies

State House
Boston, MA 02133


Dear Chairpersons Spilka and Dempsey,

I am writing to urge you to delay any action on proposals to allow Class 3 gambling in Massachusetts until and unless a comprehensive and impartial cost benefit assessment of such action has been completed and shows a clear benefit to the State.   Specifically, I urge you to place in study all bills that would allow deployment of slot machines at race tracks and/or at so-called destination casinos.

Massachusetts is facing desperate financial conditions, and unemployment is at disastrous levels, but casinos and slot machines are not the answer... any more than drug dealing is a way out of poverty for young adults.

The likening of predatory gambling to drugs is no idle comparison.  With the right packaging, even the most noxious product can begin to look like an acceptable alternative.  It's an art that defense attorneys practice.  It's something the tobacco industry has been doing for years.  It’s the basis of pressures faced by young people with no apparent future in the economic mainstream.  And it's the Trojan Horse the gambling industry wants Massachusetts to welcome across our borders.  

Imagine how you would vote if the tobacco industry had approached the State about entering into a partnership to promote smoking ... to distribute nicotine-laced cigarettes designed to addict the smoker, to place vending machines in all kinds of strategic locations ... all in the interest of creating jobs and enhancing State tax revenues.

As attractive as those jobs and tax revenues would be, you would presumably recognize it as fool's gold and say "no" because the health impacts and the long term public health costs of smoking are well known and prohibitive.

Slot machines are a more elegantly packaged poison, but are no less harmful to our public health or economic wellbeing.  My testimony focuses on three reasons to say "no" to legalizing and promoting Class 3 gambling in Massachusetts:

· The harm it would do to individuals and their families

· The harm it would do to our overall economy

· The harm it would do to existing local businesses

For the record, I am not morally opposed to gambling.   I am concerned about entering into a partnership with the gambling industry to promote predatory gambling.  And as a taxpayer, I am concerned about welcoming an industry whose predatory business model will threaten an already successful State Lottery, undermine the revenue base of local small businesses that compete for our finite entertainment dollars, and generate huge public sector liabilities that don't seem to be part of their rosy projections of net costs and benefits. 

Harm to Individuals and Families

Like nicotine-laced cigarettes, today's generation of slot machines are designed to addict the user.  

“Every feature of a slot machine — its mathematical structure, visual graphics, sound dynamics, seating and screen ergonomics — is calibrated to increase a gambler’s “time on device” and to encourage “play to extinction,” which is industry jargon for playing until all your money is gone. The machines have evolved from handles and reels to buttons and screens, from coins to credit cards, from a few games a minute to hundreds. Inside, complicated algorithms perform a high-tech version of “loading the dice” — deceptions no self-respecting casino would ever allow in table gambling. The machines are designed to exploit aspects of human psychology, and they do it well. In the eyes of the gaming industry, this may look like success, but it comes at great expense for gamblers.” – Dr. Natasha Dow Schüll, Assistant professor at the Massachusetts Institute of Technology and author of the soon-to-be-released book Addiction by Design  (quoted in www.uss-mass.org/the_truth_about_slot_machines.html)

While the prevalence of problem gambling may be between 2 and 4% of the overall adult population, the prevalence is, of course, much higher among actual gamblers.  [Focusing on the prevalence of problem gambling within the overall adult population, instead of the prevalence within the projected customer base is as misleading as calculating the motorcycle death rate as a percentage of the total population, instead of as a percentage of 2% of the population that own a motorcycle.]  The 10% of slot machine gamblers who generate 80% of the slot machine wagers are exactly the population that the gambling industry is targeting, and to the extent that Massachusetts counts on their addiction to bolster our tax revenues, we are all complicit in their ruin, and in the pain and suffering their addiction cause to others:

"The 1999 National Gambling Impact Study estimate[d] that of the 125 million Americans who gamble at least once a year [about 60% the adult population], approximately 7.5 million [6%] have some form of gambling problem, and another 15 million [12%] are “at risk” of developing a gambling problem....  Other addictive behaviors are generally found with problem gambling and may be a contributing factor, but unlike alcohol or drug abuse, gambling addiction produces no telltale physical symptoms such as slurred speech or stumbling. Perhaps the only sign is a stream of vanishing money—frequently unnoticed until it is too late."

"As losses pile up, the gambler becomes preoccupied with gambling and makes larger and more frequent bets, “chasing” losses in the hopes of breaking even.   At this point, the gambler will 'max out' credit cards, cash in insurance policies, pawn or sell personal property, and dip into retirement or investment accounts.... Lies, loan fraud, absenteeism, family disputes, and job changes are frequent danger signs....  Some problem gamblers will seek professional help at this stage, but many proceed to the next stage before getting help. At the desperation stage, the gamblers experience health problems such as panic or insomnia as debts pile up and relationships deteriorate. Having exhausted their financial resources, some gamblers turn to crime.... Others simply run away from their family and debts, or attempt suicide."

("Gambling" by Meloney Crawford Chadwick in GP Solo, a publication of the American Bar Association www.abanet.org/genpractice/magazine/2004/oct-nov/gambling.html)

That is, 6% of the likely patrons of Class 3 gambling establishments have a gambling addiction, and another 12% are predisposed to have a gambling addiction.  And the current generation of slot machines -- the kind of gambling technology that current State law prohibits, but that proponents seek to legalize -- are scientifically designed to encourage and exploit addictive behavior.  In blunt terms, proponents of legalizing Class 3 gambling are suggesting that the wellbeing of 6-18% of slot machine customers -- and the lives they touch -- is an acceptable tradeoff for the anticipated jobs and revenues.

Imagine the outrage that would ensue if public health departments offered flu vaccines that caused 6-18% of people inoculated to develop chronic health problems!   What kind of parent would purchase a toy that was known to injure 6-18% of the children who played with it?   How long would a restaurant stay in business if 6-18% of the diners predictably required hospitalization after eating there?  

Slot machines are the financial backbone of the casino industry, and problem gamblers are the people who make the investment in slot machines pay off: as you heard in testimony at your hearing, 80% of the wagers come from 10% of the gamblers.  Why are we so willing to legalize a product that will addict and likely contribute to the financial and social ruin of 6,000 to 18,000 of every 100,000 product users?

Proponents of expanded gambling have argued that treatment is available to those who need it.  The sobering reality is that they are wrong.  Other testimony you have received from Dr. William Bennett, a Somerville psychiatrist who patient base includes problem gamblers, paints a pretty bleak picture about treatment alternatives.  

First of all, treatment only works for those who seek it.  Before pathological gamblers seek treatment, the damage to themselves, their families, and their employers has all too often been irreversibly done.  As Dr. Bennett notes in his testimony, for those who seek help, the options are few and largely ineffective: 

· "No medication has been shown to inhibit gambling addiction."

· Although "there are some data to support the effectiveness of cognitive/behavioral therapy (CBT) for pathological gambling..., CBT is an expensive and barely available modality that requires high motivation of the part of the client."

· "[There is] no evidence of direct support for any treatment modality.  There are scattered clinics offering gambling treatment, which must be compensated by insurance."

· "Gambling addiction, under current law, is not regarded as a 'biological' condition triggering the parity provisions for mental health coverage."

· "Over the entire Commonwealth of Massachusetts ... in any given week there are only 46 [12-step Gamblers Anonymous] meetings (six-and-a-half per day) which take place in 36 [scattered] cities and towns... For this kind of treatment to be effective, the addict needs to be able to go to a meeting every day or nearly so...".   

Harm to the Economy

Of course, the consequences of problem gambling are not limited to the gamblers.  They are borne by their families, their employers, and the taxpayer.


The aforementioned1999 National Gambling Impact Study estimated that the 7.5 million problem gamblers cost society approximately $5 billion per year and an additional $40 billion in lifetime costs for productivity reductions, social services, and creditor losses.  Add ten years of inflation and we're talking about $6.5 billion per year plus an additional $53 billion in lifetime costs.  Double or triple that to factor in the costs generated by the up to 15 million other gamblers predisposed to addiction, but not quite there yet (a prime target of the gambling industry and its predatory slot machines).   Add to those calculations the cost of creating an infrastructure to regulate and monitor the gambling industry, the cost of prosecuting gambling-related criminal activity, and the cost of incarcerating people who commit gambling-related crimes, ranging from passing bad checks to extortion and worse.  In his 2005 book Gambling in America: Costs and Benefits, Baylor Professor of Economics Earl Grinols (a senior economist in the Reagan Administration, and no "flaming liberal") estimated that taxpayers spend $3 on associated costs for every $1 in revenues from casino gambling.  

Massachusetts has been able to duck some of these national costs by prohibiting Class 3 gambling here.  In a 2006 letter opposing licensing slot machines, the Mass. Public Health Association argued for a continued ban on predatory slot machines, citing “increased costs for taxpayers, insurers, health providers, and the Commonwealth due to acute medical care, mental health services, substance abuse services, unemployment insurance, child protective services, domestic abuse services, public safety, and correctional system costs” that are associated with compulsive gambling. 

Massachusetts spends millions of dollars to discourage smoking and substance abuse.  Despite the potential for higher tax revenues and more jobs, no legislator would agree to putting cigarette vending machines in our schools or selling liquor licenses to hundreds of convenience stores... because we know the individual and societal costs of those addictions. 

What kind of sense does it make to legalize -- and enter into a devil's bargain to promote -- predatory gambling, without fully investigating and confronting the full costs of Class 3 gambling?    And, let's be clear -- lest this be seen as a libertarian initiative to let people make their own choices about gambling -- what's proposed is not simply allowing people to gamble as they see fit.  

Enabling legislation would not just allow a product with known harmful side effects to be sold within our borders; it would be the beginning of a public-private partnership to encourage and market predatory gambling in the hopes that the resulting jobs and tax revenues would somehow be worth the cost.  

Before we legalize Class 3 gambling, those costs need to be quantified and lined up against realistic estimates of the benefits that expanded gambling will bring us.  Notwithstanding Treasurer Tim Cahill's admonition to put aside any "embarrassment" about our collective propensity to gamble, so that we can focus on strategies for exploiting it...

Harm to Local Businesses and Erosion of Lottery Sales -- Or Unrealistic Revenue Projections?

The push to promote Class 3 gambling is accompanied by fantabulous projections of gambling revenues.  Where will they come from?  And at what cost to local businesses -- bars, restaurants, theaters, etc. -- where people currently spend their discretionary income?

With approximately 6.5 million residents and $4.7 billion in annual Lottery revenues, per-capita spending on the Mass. Lottery already exceeds $720/year or about $927/year per adult.   [The denominator in the overall per capita statistic misleadingly includes about 1.5 million under-age residents who, presumably, don't but Lottery tickets.]  

Per capita spending -- even adjusted to exclude children -- is still misleadingly low.  A better metric is spending by household: with about 2.5 persons per household, the 6.5 million residents account for approximately 2.6 million households, each spending a little more than $1,800/year on Lottery tickets.

But not all households play the Lottery.  If even 2/3 of all Massachusetts households play the Lottery, those households are spending an average of over $2,700/year on Lottery tickets.   If fewer households are actually playing the Lottery, then the average spending statistic is even higher.

Some of us might see this as reason for concern.  State Treasurer Tim Cahill sees this as an opportunity: 

“We here in New England have always been slightly embarrassed by our per capita spending on gaming.  I propose that we stop apologizing and take advantage of it.   I can’t explain the reasons – maybe it has to do with our long, cold winters; our lack of other entertainment options; or that we are simply a region of big dreamers and risk-takers.   But the simple fact is that people here in Massachusetts like to gamble…” {remarks to the Greater Boston Chamber of Commerce, May 2007}.

Whether or not we should celebrate these levels of Lottery spending should be the subject of another discussion.  The important question to ask ourselves now is: if households that are inclined to gamble are already spending over $2,700/year on Lottery tickets, where will the money come from to spend on slot machines and casinos?  

One inevitable conclusion is that either these households will spend less on the Lottery or they will spend less at local businesses. One way or the other -- particularly in a down economy -- there are real limits to the discretionary spending.   

Proponents argue that we will capture the millions of dollars spent at Foxwoods by Massachusetts residents traveling south to satisfy their gambling needs.  Maybe so, but is that base big enough to justify the costs of legalizing Class 3 gambling in Mass.?  How much of that spending would translate into gambling industry profits, and how much into State tax revenues?  What additional costs for regulatory infrastructure must get subtracted out?  If the introduction of commercial Class 3 gambling in Mass. cannibalizes State Lottery revenues, what is the net benefit to the State?

If the introduction of commercial Class 3 gambling in Mass. shifts spending away from local businesses, what are the implications of the lost jobs and lost tax revenues resulting from that spending shift?  Shopping mall developers like to promise that new Walmarts will create new jobs and new tax revenues; the well-known, but less-celebrated flip side is a concomitant loss of jobs and revenues at existing businesses, and, all-too-often, the shuttering of those businesses.  Before we let the genie out of the bottle and legalize Class 3 gambling and start licensing casinos, before we irretrievably undermine existing businesses and the jobs and revenue they generate, we'd better make sure that there really is a net gain in sustainable jobs and revenues for the Commonwealth.

Proponents of legalizing Class 3 gambling argue that our casinos will attract gambling tourists.  (Nobody is making that claim on behalf of slot machine parlors/racinos or the newly-proposed Off-Track Betting establishments; these enterprises will only siphon the hard-earned dollars of locals....)   

Maybe so, but rosy revenue estimates ignore the very real likelihood of competition from gambling establishments that the State of New Hampshire promises to open at Seabrook and Rockingham Park (right on the Mass. border) if we license casinos here.  And gambling industry revenue projections also ignore the competition that's sure to spring up right in our own back yard, as Massachusetts Indian tribes take advantage of enabling legislation that removes the last barrier in the way of their own casinos. 

Of course, State revenues from gambling depend upon the rate of taxation on casino profits.  We know from national experience that when casinos from one state are competing with casinos in neighboring states, the need to offer bigger payoffs and better odds will be pitted against the tax rate.  It's only a matter of time before the Mass. Legislature hears complaints that our casinos can’t compete with New Hampshire casinos or Connecticut casinos or Rhode Island casinos unless we lower our tax rate.  Haven’t we been through this before with other businesses that broke their promises to increase jobs or to stay in Mass. in exchange for tax breaks?  Haven't we learned anything about the ephemeral nature of "commitment" and "loyalty" from the arm twisting that happens when sports teams pit cities against one another?  

The reality is that no matter what kind of promises the gambling industry makes to get us to open the door in Massachusetts, the rules will change once the industry has a foothold here, and there's no going back.

Bottom line: before we make an irreversible decision to allow Class 3 gambling in Massachusetts, we need a comprehensive, objective cost/benefit analysis, and an honest assessment of the human costs of promoting predatory slot machine gambling.  Anything less would shortchange the public.

Thank you for your thoughtful consideration of my testimony.

Fred Berman (25 Cherry St.   Somerville, MA 02144)

fredlori@rcn.com   617-501-1404

