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Abstract

Purpose of Review This paper is a review of the recent
academic literature on the socioeconomic impacts of gambling.
The purpose is to provide a review of the most recent
contributions to the growing literature regarding the economic
and social impacts of gambling, with a focus on casinos. We
divide our review into two sections: economic impacts and
social impacts.

Recent Findings Better data availability across a wider set of
jurisdictions has resulted in improved research quality in
recent contributions to this literature.

Summary The most recent literature in this area suggests that
casinos often have at least a modestly positive economic impact
on their host economies. It is more difficult to measure the
social impacts, and the net social impacts of casinos remain
unclear. The variety of conclusions from recent research
suggests that the industry’s impacts vary with characteristics
of the hosting state, country, or regional economy.
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Introduction

Most of the research on the social and economic impacts of
gambling dates back only to the early 1990s. The development
of this literature was largely concomitant with the introduction
and growth of the casino industry in the USA. Although there
is a body of literature that examines impacts of lotteries and
pari-mutuel gambling, the majority of recent research has fo-
cused upon casino gambling, the largest sector of the gambling
industry.

Research on the impacts of casinos falls generally into two
categories: economic and social. The economic impacts of
casinos analyzed in the literature include local employment
and wages, government tax revenues, consumer benefits, in-
dustry competition, and economic development. The social
impacts of gambling generally consist of a long list of mostly
negative impacts that are often attributed to disordered gam-
blers. These negative social effects may include bankruptcy,
crime, personal health issues, and family problems such as
divorce, among other problems.

Economic Impacts

We begin by reviewing the more measurable economic impacts
of the casino industry." These include employment and wages,
government tax revenues, consumer benefits, industry compe-
tition, and economic development. We first summarize the
more established literature, and then discuss any contributions

"' We do not believe there is an important distinction between the
“economics of the casino industry” and the “economics of gambling”;
since the casino industry facilitates gambling as its key service, gambling
and the casino industry are synonymous vis-a-vis their impacts on society.
However, we do acknowledge that lotteries and, to a lesser degree, pari-
mutuel gambling may have social and economic impacts on society.
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published mainly within the past 3 years in each of the above-
listed topic areas.

When casino expansion is being contemplated by a state or
national government, the key economic benefits touted by the
casino industry and proponents relate to employment, wages,
and casino tax revenues. Interestingly, public debate on these
impacts commonly omits peer-reviewed empirical evidence.

Employment, Wages, and Per Capita Income

Among the early contributions to the literature on the labor-
market impacts of casinos are a variety of negative claims
about employment and wages. For example, some authors
have suggested that whatever jobs are created by casinos come
at the expense of other industries, so that casinos are unlikely
to produce a net increase in overall employment (1-6). Others
have suggested that casinos do not have any substantial im-
pacts on average wages (7) or that casino jobs are “bad jobs.”
Many of the early studies in this area were published with no
substantive empirical analysis.

In contrast to studies that offer no empirical evidence, there
have been a few more substantive papers which have sug-
gested at least modest employment and wage benefits from
casino industry expansion (8, 9). The most comprehensive of
the published labor market studies is by Cotti (10), which
finds positive employment and wage impacts in casino-
hosting counties in the USA. However, most of the employ-
ment and wage benefits are confined to the hospitality and
entertainment sector of the economy.”

Recent findings in this area roughly support the previous
literature. Using data from Canada, Humphreys and Marchand
(11ee) find positive labor-market benefits from casinos, but
that they are relatively short-lived. The positive impact on
employment and earnings appears to be present only for about
5 years, with the benefits being limited to the hospitality and
entertainment industries. Using data for counties in the Mid-
Atlantic region, Economopoulos (12) also finds that positive
income and employment effects erode over time, but also adds
that the economic effects are larger in urban areas and may
actually be negative in rural areas.

Rather than looking specifically at employment, Hicks
(13¢) examined county-level income data in Indiana from
1990 through 2008; a state with a well-established casino
industry. The findings suggest a modest income growth in
casino counties. However, there are small, insignificant neigh-
boring county income declines (13¢). While Geisler and
Nichols also find that income and employment rise in casino

2 In addition to the academic studies on employment and wages, there are
a variety of consulting reports performed for various governments (e.g.,
state governments such as Florida and Kansas). However, these studies
are generally not reviewed here as they do not undergo a formal peer
review process.
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counties, in contrast to Hicks, they find neighboring counties
also experience a small increase in income (14).

Walker and Jackson (15) expanded beyond employment
and wage benefits and examined the impact of commercial
casinos on overall economic growth measured by growth in
per capita income. They report that indeed, casinos result in
increases in per capita income and growth, a finding which is
consistent with the previous literature on this topic (16, 17).

Overall, the more recent literature tends to support prior
literature that there are liklely modest gains in employment,
at least in the short run, from casinos that seem to be isolated
mostly to the hospitality and entertainment industries.
However, overall per capita income and economic growth
are positively influenced by casino legalization and expansion.

Government Tax Revenues

Besides economic development and job creation, possibly the
most important political motivation for the introduction of
gambling—either lotteries or casinos—has been an effort to
increase government tax revenue. Tax rates on gambling ac-
tivities vary across and within countries. In the USA, for ex-
ample, casinos’ gross gambling revenues range from a low of
around 7-9 % in Nevada, New Jersey, and Mississippi, to
more than half, as in Illinois (50 %), Maryland (67 %),
Pennsylvania (55 %), and New York (60-69 %).> The casino
industry faces perhaps the highest average tax rate of any
industry, at least in the USA.

Much of the older literature on casinos and tax revenues
focus on individual jurisdictions (e.g., counties, states, or
provinces) and only for short sample periods. The result is a
variety of findings that cannot be generalized (18-20). In
2011, a more comprehensive study was published that ana-
lyzed data from all U.S. states, from 1985 to 2000. The finding
was an insignificant effect of gambling on state government
revenues (21). However, when casino impacts on tourism and
state-level economic growth are controlled for, the results
could be interpreted as casinos having a modestly positive
impact on state tax revenues.

More recently, Nichols et al. (22¢¢) use county-level data
from 1987 through 2007 to examine the fiscal impact on
casino-hosting counties (including tribal casinos). Supporting
previous literature, Nichols et al. find that casinos do not have
a significant impact on per capita government spending or
revenues overall (22¢°).

Other recent studies offer normative tax policy guidance to
governments. Gu and Tam (23) discuss casino tax policy with
regard to Macau, which has significant casino tourism. They
argue that finding ways to segment the market to have lower

3 For a listing of 2015 casino tax rates, see the National Conference of
State Legislatures list at http://www.ncsl.org/research/financial-services-
and-commerce/casino-tax-and-expenditures-2013.aspx
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taxes on casinos serving locals, while raising taxes on casinos
serving tourists, can increase the welfare of local citizens.
They argue the key is in finding ways to ensure the tax is more
heavily imposed on tourists and not residents. Gu and Tam
(24) discuss this in more detail and also argue that the higher
taxes on casino tourism can help to compensate for social
costs of gambling. Philander (25¢) further discusses the appli-
cation of normative tax theory to gambling taxes. The analysis
suggests that fixed license-based taxes may be preferable to
taxes based on gross gaming revenue. When taxes are based
on revenue the authors offer guidance on how those taxes
should be set in combination with taxes on other complemen-
tary industries (25¢).

One new avenue explored recently is the impact of these
taxes on employment levels. Philander et al. (26) specifically
examine casino tax rates and labor decisions by casino firms.
As one would likely expect, they find that higher casino taxes
tend to lead to less casino employment. The tradeoff, they
argue, may be worthwhile for low-tax casino states, estimating
these governments could generate tax revenues of $430,000
per job destroyed, by increasing casino tax rates (26).

Overall, the literature on casino taxes shows that jurisdic-
tions have adopted a wide variety of tax structures, many of
which are likely inefficient. Economists have suggested that
many governments could improve their policies with respect
to casino taxes.

Consumer Benefits

Despite the common notion that the key economic benefits of
legalized gambling relate to employment and tax revenues,
economists also stress the benefits to consumers who gain
utility from being able to gamble (27-30). Several researchers
have attempted to measure this “consumer surplus” and add in
other benefits such as lower prices for entertainment due to
increased competition (27, 31) or benefits relating to reduced
travel costs to casinos (32).

More recently, other benefits have been identified, such as
increased variety in entertainment options (33). Also recently,
Forrest’s (34¢) survey article of the impacts of gambling in
Great Britain estimates the consumer benefits to be equivalent
to £75 per household per year. He notes this is substantially
greater than estimates of the social costs of gambling, al-
though the margin is more narrow for machine gaming.

Industry Competition

One common concern of policymakers contemplating the in-
troduction or expansion of legalized gambling is how the in-
dustry is likely to impact other industries. There has been a
variety of papers published on how specific types of gambling
affect other types of gambling (“intra-industry competition,”
e.g., how the lottery affects casinos), as well as on how the

gambling industry affects non-gambling industries (“inter-in-
dustry competition,” e.g., how casinos affect nearby restau-
rants). Much of the work published in the 1990s argued that
legalized gambling would tend to “cannibalize” other indus-
tries. In other words, the argument was that the revenues at
casinos would come at the expense of spending on other goods
and services, and those other industries would suffer as a re-
sult, as discussed in the employment section above. Regarding
the relationships among different types of gambling, the liter-
ature is mixed. While most studies have found a negative or
“substitute” relationship between casinos and lotteries, the re-
lationship between lotteries and pari-mutuels, for example, is
not clear (35).

Recent literature has explored the competitive effects of
new entrants to the casino industry. Two studies of mature
riverboat casino markets have found that new riverboat casi-
nos do indeed cannibalize business from existing riverboats
(36, 37). However, the studies also find that these impacts
decline rapidly with the distance between casinos. The two
studies differ on the effects of casino expansion on competing
casinos’ revenues. Economopoulos and Luxem (38), studying
the Mid-Atlantic states, find further evidence that casinos in
different states compete with each other.

Some current research attention has shifted to the relation-
ship between online gambling and traditional (“bricks and
mortar”) casino gambling. Philander et al. (39) find that online
gambling and land-based gambling are complementary. The
study is based on self-reported gambling activity of UK re-
spondents. Stronger evidence of complementarity is found by
Philander and Fiedler (40e¢), identifying a positive correlation
between online poker and offline gaming. As casino revenue
increases so does online poker revenue, and vice versa.

Social Impacts

In addition to the easier-to-measure economic impacts
discussed in the previous section, there is a body of literature
that examines other impacts of gambling (mostly casino gam-
bling) on society. Many of these impacts result from the nega-
tive consequences associated with disordered gambling and
may include decreased productivity on the job, depression and
physical illness due to stress, increased suicide attempts, unpaid
debts and bankruptcies, and divorce. It should be noted that all
of these issues have been explored in the recent literature.

Numerous researchers have attempted to measure the mon-
etary value of these various “social costs.” These estimates are
typically presented as an amount per pathological (disordered)
gambler, per year. The estimates vary greatly, ranging from
around $2000 up to over $30,000 (2, 41-43). Grinols (2)
summarizes many of the studies from the 1990s and concluded
their average estimated social cost of gambling to be around
$10,000.
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Unlike the economic impacts discussed in the previous sec-
tion; however, the measurement of these impacts is fraught
with methodological problems. Indeed, there is still widespread
disagreement on what constitutes a “social cost” (30, 44), and
the monetary estimates of these costs has been widely disputed
(45, 406).

Recent evidence, such as that discussed by Forrest (34¢),
argues that the benefits of legalized gambling far outweigh
these costs. Due to the difficulties in measuring these total
costs in monetary terms, recent research has focused more
on the measurement of individual social impacts. We discuss
the literature for some of these areas below.

Crime

Among the social impacts associated with or attributed to
gambling, crime is certainly the one that has received the most
research attention. A 2010 survey of the literature (47) shows
that most of the earlier literature on casinos and crime focused
on Atlantic City, using data from the 1970s and 1980s. The
evidence from those studies was mixed, although most of the
studies that examined data for jurisdictions other than Atlantic
City tended to find little relationship between casinos and
crime. The studies of casinos and crime published after 2000
were much more empirically sophisticated. These studies also
examined a wider range of jurisdictions. Still, the results were
mixed. The most comprehensive and widely-cited crime study
is that by Grinols and Mustard (48). They used county-level
crime data in the USA from 1977 to 1996 and reported that
casinos are a significant catalyst of crime; counties with casi-
nos see a crime rate roughly 8 % higher than non-casino
counties.

Interestingly, most of the studies that have found a link
between casinos and crime rates have measured the crime rate
based only on the resident population and not adjusting this
population by visitors to the area (47). Since casinos can and
typically draw a large number of tourists, studies that exclude
visitors from the crime rate measure are likely to overstate the
actual victimization rate (49). The study of Indiana crime by
Reece (50) improved upon much of the literature by control-
ling for casino visitors (using turnstile count) and hotel rooms
(as a measure of tourism in the area). When controlling for
these factors, Reece found little support for a casino-crime
link. Overall, the older literature provides little clarity on
whether casinos exacerbate crime.

Recent literature has tended to support Reece’s results. For
example, a study by Falls and Thompson (51) of crime rates in
Michigan counties indicates that most types of property crime
are not affected by the presence or size of casinos in the county
or in nearby counties, with the exception being motor vehicle
theft. However, one could argue this may be due to the larger
number of cars visiting the area after the casino’s opening.
Johnson and Ratcliffe (52¢) used data for a new casino opening
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in Philadelphia to examine the impact on crime. They found no
significant impact on violent street felonies, vehicle crime, drug
crime, or residential burglary. Using data from Canada, Arthur
and Belanger (53) concluded that legalized gambling likely has
a minor or negligible impact on crime that is limited to non-
violent property crime. In another Canadian study, Humphreys
and Soebbing (54+¢) examine the existence of legal casinos and
VLTs and their relationships to criminal behavior. While they
did find a small link between VLTs and credit card fraud, they
found no significant increases for other types of crime. Thus,
overall, the current literature points to minimal impacts on
crime of legalized gambling.

Drunk Driving

Only recently, researchers have begun to study the potential
link between casinos and drunk driving. Given that many
casinos offer free alcohol to their patrons, one might expect
a positive relationship between casino gambling and the
prevalence of drunk driving. A 2013 study by McGowan
(55) attempts to reconsider a previous result found by Cotti
and Walker (56¢¢) that casinos result in increases in drunk
driving and alcohol-related fatal traffic accidents in rural areas
but the opposite in urban areas. McGowan examined data
from five states, and his results are supportive of the general
county-level results found by Cotti and Walker.

Bankruptcy

As with other social impacts of casinos, there is a small liter-
ature on gambling and bankrputcy, and the evidence is once
again mixed. While some papers have found a link between
casino openings or existence (57-59), others find no evidence
of a link (60, 61). A study by Garrett and Nichols (62) found
higher bankruptcy rates in states with higher rates of travel to
out-of-state casinos. A study by Boardman and Perry (63¢)
found no link between casinos and bankruptcy, but that bank-
ruptcies did increase in counties within 25 miles of a pari-
mutuel racing facility. This suggests that there may be effects
of pari-mutuel gambling that are different from the effects of
casinos, but may cloud the analysis if they are not separately
considered.

More recently, Grote and Matheson (64) explore how lot-
tery and casino adoptions impact personal bankruptcy rates.
While they find that states that adopted lotteries and casinos
prior to 1995 did experience significantly higher personal
bankruptcy rates, the effect has disappeared since that time.

Conclusion

The legalization and expansion of the casino industry has been
an important and contentious policy issue in the USA since
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1990, as a Supreme Court case and a subsequent act of
Congress paved the way to tribal casinos and commercial ca-
sino legalization at the state level. The casino industry has also
dramatically developed in Australia, Canada, Macau, the UK,
and to a lesser degree in a variety of other countries around the
world. Research on the economic and social impacts of gam-
bling dates back to the 1990s. More recently, research in this
area has benefitted from greater availability of data and better
empirical techniques. Still, the evidence on the social and eco-
nomic impacts of gambling is mixed.

Current research on economic and fiscal impacts suggests
at least modest, short-run benefits from casino legalization and
operation, through increased employment, per capita income,
and tax revenues. However, these results are sensitive to time
and jurisdiction.

On the social side, with the exception of drunk driving,
recent studies have found a weaker link between casinos and
both crime and bankruptcies. The social impacts of casinos are
more difficult to measure than the economic impacts.

Taken at face value, estimates of both the benefits and costs
of legalized casino gambling appear to be diminishing. This
may be expected as casinos become more widespread and
gambling becomes more widely socially acceptable, rather
than being concentrated in select tourist areas. More research
is still needed to provide a clearer picture of the economic and
social impacts of gambling.
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