October 4, 1999 viaemail (3 pages)

Gary Banks

Productivity Commission

PO Box 80

BELCONNEN ACT 2616 AUSTRALIA

Dear Chairman Banks:

| am writing to comment on the Productivity Commission’s Draft Report on Australia’s
Gambling Industries. In particular, | am writing to provide the Commission with additional
information on the relationship between the availability of gambling in the United States and the
prevalence of problem gambling.

Most of the evidence from the U.S. fails to demonstrate a positive correlation — much less a
causal relationship — between the availability of various forms of gambling and the prevalence of
problem gambling. Consider:

* The recent report of our National Gambling Impact Study Commission states that there has
been a “massive and rapid transformation” of American life over the past two decades,
during which gambling changed from “a limited and relatively rare phenomenon” to a
“‘common feature of everyday life, readily accessible in one form or another to the vast
majority of Americans In the mid-1970s, a previous national commission which examined
gambling estimated that 0.77 percent of Americans were “probable compulsive gamblers,”
and an additional 2.33 percent were “potential compulsive gamBlérkile the instruments
and nomenclature used by our national study commissions have not been consistent, the
more recent prevalence data from the U.S. suggestsdhatis gambling problems are no
more prevalent now than they were in the past, despite today’s relatively ubiquitous
gambling opportunities.

 Pairs of prevalence studies conducted at different points in time in South Bakota,
Minnesot&, Texas, Washingtorf, Connecticuf, Indiana® and Louisian&have shown
statistically stable rates of pathological gambling, despite significant increases in the
availability of gambling and/or gambling behavior in each of those states.

* As Table 8-9 in your Draft Report indicates, the nationwide, random survey of American
adults conducted for our National Gambling Impact Study Commission concluded that
prevalence rates in places closest to casinos were no higher than prevalence rates in places
further from casinos. As its consultant’s report stated, “The availability of casinos within
driving distance does not appear to effect prevalence rdtéswas only after the results of
the random, nationwide survey were “combined” with results from a separate study of
patrons at various gambling establishments — a technique of dubious validity — that an
opposite finding was later announced by the Commission’s consultant.



» Although there are significant differences in the regional availability of various forms of
gambling in the U.S., ameta-analysis of the prevalence literature conducted by researchers at
Harvard Medical School concluded that there were no regional differencesin the prevalence
of gambling problems.™*

e The community database analysis conducted for our National Gambling Impact Study
Commission concluded that rates of bankruptcy™ and crime were not related to the proximity
of casino gambling. And spending on socia services was actually lower in places that are
closest to casino gambling than in places further from casino gambling.”® Surely if
availability drove prevalence, these findings would not be possible.

The evidence from the United States that is presented in the Draft Report alleging a direct

relationship between availability and prevalence is less than compelling. For example, the Draft

Report at p. 8.19 claims that “studies” by Eadington (1989) and Lesieur (1992) demonstrate a
causal link, yet the reader of the original Eadington and Lesieur papers will recognize that these
are allegations not supported by any empirical data. On page 8.21, the Draft Report cites a report
by Hill (1997) that in Georgia “problem gambling rates appeared to increase significantly
following liberalisation of gambling,” yet to my knowledge only one statewide prevalence study
in Georgia has ever been conducted, making such a claim difficult to verify. Also, on p. 8.21 the
Draft Report cites a claim by Volberg (1994) that states “with a longer history of legally

available gambling had significantly higher levels of problem gambling.” While this is

Volberg’s claim, a reader of the original article would note that Volberg only notes that the rate
of pathological gambling in lowa was lower than the rate in several other states. Volberg's
analysis a) fails to identify the lowa prevalence study as the outlier among North American
prevalence studies, with every other SOGS-based study finding current rates of pathological
gambling at least 500 percent higher than that identified in lowa; and b) fails to account for the
many variables besides “history of legally available gambling” that could account for the
detected difference.

In summary, | believe that the experience of the United States suggests that there is a
“background” level of problem or pathological gambling which is relatively unaffected by
marginal or even significant changes in the availability of local and regional gambling
opportunities. Admittedly, this finding is counter-intuitive. However, the studies which provide
the best opportunity to assess whether there is a relationship — statewide prevalence studies
conducted at more than one point in time — between availability and prevalence provide the most
conclusive evidence that this relationship, in fact, does not exist.

Thank you for the opportunity to provide clarifying information to the Productivity Commission.
| look forward to reading the Commission’s Final Report.

Sincerely,

Dean W. Hestermann

Manager, Policy Analysis and Research
Harrah's Entertainment, Inc.

1023 Cherry Road

Memphis, TN 38117

USA
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