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CHAI RVAN  JAMES: We'll begin with Dr. Al banese.
Vel cone.

DR.  ALBANESE: Thank you very nuch. Good day. \%%
name is Jay Al banese. | chair the Departnment of Crimnal Justice

at Virginia Commonwealth University and | have conducted severa
studies of the casino crinme connection and | thank you for the
invitation to share ny know edge and experience wth the
conmi ssi on.

|'"'m especially pleased to appear before Chairwonan
Janes. It's always good to speak with a fellow Virginian.

The conmission is in a unique and highly visible
position to influence both existing and future policy, |aw,
government and business decision naking in the broad area of
| egal gam ng.

Gven the limted tine allotted, and in order to
facilitate questions from comm ssion nenbers, | wll limt ny
remarks to five fundanmental issues how ny research and that of
ot hers has been shown to be crucial in |looking at the inpact of
ganbling on cri ne.

And ny five points are crinme volunme versus crine
rates, what the evidence says and why it says it, casino ganbling
and white collar crime, organized crinme, and the need for further
pl anni ng, study and vigil ance.

The purpose of crinme, as you know, is to assess risk.
It was nearly 20 years ago when the then New York State Attorney
General issued a report in which he opposed casino ganbling, part
of his justification being a dramatic increase in crine in

Atlantic Cty since the introduction of casinos there.
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Having worked in Atlantic Cty in the early '70s,
prior to the introduction of casino ganbling, | saw with nmy own
eyes how the city's population surged during the summer nonths
w th beachgoers and vacationers and how it was alnbst a ghost
town during the winter.

The addition of nine large casino hotels wth a
m ni mum of 500 hotel roons each in a period of only five years
obvi ously expanded the nunber of year-round visitors. Therefore,
it's only common sense that you would expect crime to increase in
Atlantic City as the average daily population also rose. I
docunented this in ny 1985 study of Atlantic City.

That study found that the increase in index crines in
Atlantic City was offset by the increase in the average daily
popul ation of the city, neaning that the risk of a person being
the victimof a serious property or violent crime there actually
dropped in Atlantic City after the introduction of casinos there.

The risk of crime is measured by the crine rate and
that's the nost useful neasure of crine. Changes in volunme of
crinme doesn't provide an indication of risk and that's what
concerns nost policy makers and individual citizens.

Since ny study, there's been a large nunber of
studies in Atlantic Cty and el sewhere. Wth sone exceptions
t he wei ght of the evidence clearly shows that the introduction of
casino ganbling does not have a significant inpact on crine
rat es. This finding has been generally consistent across
jurisdictions for several inportant reasons.

First, the individual risk of being a crinme victim

does not increase because the average daily, |aw abiding
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population in casino jurisdictions is nmuch |larger than any
increase in crimes commtted.

Second, in nost casino jurisdictions, casino ganbling
is a very small part of the local econony. No city is dom nated
by casinos as is Atlantic Gty and Las Vegas. As a result, the
inpact is limted in ways simlar
to other fornms of economc developnent in the recreational
sector, such as anusenent parks and ni ghtcl ubs.

Third, <casinos are distinguished from nost other
forms of econom c developnent in that they contribute to their
own regulation. In nost casino jurisdictions, casinos helped to
fund security, law enforcenment and problem ganbling initiatives
that may contribute to | ower crine rates.

Exi sting studies of casinos and crinmes have focused
on street crinmes. These crinmes are comrtted nobst often by
people age 16 to 24 as FBlI crine statistics -- arrest statistics
attest. Casino patrons are typically nmuch ol der than that.

It has been argued, therefore, that casino ganbling
m ght contribute to white collar crines by casino patrons who are
probl em ganbl ers. These people mght steal fromtheir enployers,
pass bad checks or engage in crinmes to support their habits.

There are anecdotes of particular incidents where
t hose who ganbl e have commtted white collar crinmes but there has
been no systematic study of the problemto exanmine the extent to
which it's wi despread versus consisting of isolated occurrences.

| have a long standing interest in white collar
crine. I was finally able to secure funding to exanm ne the
ganbling white collar crime link this year and I'm now in the

mddle of a study of this precise issue. This study analyzes
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arrests for the crine of enbezzlenent, forgery and fraud in sone
of the largest casino jurisdictions.

| examne these crinmes both before and after the
advent of casinos and also |look at arrest trends in conparable
non-casino jurisdictions. M study will be conpleted before the
end of the calendar year although prelimnary results indicate
the trends in enbezzlenent, forgery and fraud vary considerably
anong casino jurisdictions.

For exanple, arrests for forgery and fraud and
enbezzl enent have increased in Gl fport, Mssissippi since the
i ntroduction of casinos. On the other hand, arrests for these
crines have also risen in Mbile, A abama and nmany other
jurisdictions wthout casino ganbling.

In Vicksburg, Mssissippi, arrests for fraud and
enbezzl ement have increased since the introduction of casinos but
there's been a decrease in forgery arrests. Simlarly, Jackson
M ssi ssi ppi has experienced the exact sane trend w thout casino
ganbl i ng.

In order to sort this out, 1it's necessary to
determ ne the extent to which these arrests are ganbling rel at ed,
which is a difficult task. Except in the nobst obvious cases,
it's difficult to nake clainms that ganmbling caused the person to
commt a white collar crinme or that the person would not have
commtted the crinme anyway w thout the presence of a |[ocal
casi no.

That is, would they have debt with a | ocal bookmeker,
bet nmoney in local lotteries ganbled on the Internet or engaged
in other forms of ganbling behavior that don't involve casinos at

all?
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| mportantly, this study of white collar crinme -- and
I"mstill in the mddle of the nunbers now -- in casino and non-
casino jurisdictions wll provide the first systematic |ook at

the crimes commtted by the persons who typically patronize
casinos rather than the very young adults and teenagers who
commt nore street crine.

My fourth point is organized crine. As you know,
there have been several crimnal cases made in the recent years
agai nst persons involved in casino ganbling activities.

| conducted research on organized crine and wote an
article on this issue in 1995 cited in ny testinony, and |
bel i eve that analysis highlights several significant issues.

First, organized crime infiltration of the casino
industry is a shadow of what it once was in the early Nevada
days. This is primarily due to the entrance of large, publicly
hel d corporations in the casino business.

The imense size of these conpanies, their attention
to stock prices, public imge and the regulation of the
Securities and Exchange Commission make it easy for them to
resist attenpts at organized crinme infiltration.

Second, the primary opportunity for organized crine
i nvol venent cones fromancillary businesses that do business with
casi nos, such as cl eani ng, constructi on, furniture,
entertai nment, |iquor, garbage services.

These vendors nust be screened carefully and
continuously for potential links to organized crinme. This is the
part of any serious regulatory franework.

Third, i nstances of successful organi zed crine

infiltration are now few, although they do occur. In recent
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years, as you -- |I'm sure you probably know, there have been
crimnal charges lodged in several cases of organized skinmng
and cheating in M ssissippi, Louisiana, Connecticut.

In virtually every case, there was co-optation of
soneone on the inside, pointing to the need for background
screening and nonitoring of casino enployees to neke sure you
have honest enpl oyees and that they continue to remain honest.

The National Ganbling Inpact Study Conm ssion has an
inportant role to play in formng the trend toward |egalizing
more fornms of ganbling in nore jurisdictions. It appears that
many jurisdictions do not properly study or learn from the
experiences of the past. And as a result, sone jurisdictions nmay
be condemed to relive the past.

The case of Wndsor, Ontario, | believe, is an
exanple of a well-planned effort to introduce a single casino
into a city, and it my provide a wuseful nodel for other
jurisdictions to enul ate.

Ontario br ought t oget her experts in travel,
transportation, tourism crine and other areas to project who the
visitors would be, where they would conme from and the inpact on
everything from enploynment to |ocal businesses to police to
parking to traffic flow

Al'l econom c devel opment has benefits and incurs
costs, whether it's casinos, manufacturing, convention centers or
anusenent parks. Too few cities have carried out this assessnent
objectively to assess the suitability of different forns of
econonm ¢ devel opnment given their geographic ||ocation, |[ocal

econony and | ocal public opinion.
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The result is a politicized atnosphere of dueling
experts and ideology, rather than relying on objective evidence
and rational decision naking.

The national commssion would perform a useful
service by providing a framework for jurisdictions considering
casino gamng to follow in assessing all aspects of the inpact on
a community so that nore infornmed decisions are made and fewer
m st akes are repeated.

Further studies of the inpacts of ganbling, both
legal and illegal, are sorely needed. Lotteries and Internet

ganbl i ng have the potential to reach far nore peopl e than casinos

ever will.

The ganbling crime link has been studied only in a
conparatively small nunber of jurisdictions. Most of those
studies cover |limted tine periods and few exam ne factors that

nore tinme and funds are needed to expl ore.

For exanple, interviews wth white collar and
organi zed crinme offenders in different jurisdictions are needed
to assess their connection to ganbling rather than the anecdotal
evidence we rely on now and the simlarities and differences in
their opportunities and notivations. Only in this way can we
beconme better informed about what to expect in the future.

Finally, all forns of ganbling nust be regulated
cl osely wherever they're introduced due to the speed at which
cash i s accumul at ed.

Unli ke other cash businesses where a business nust
wait for a product or service to be exhausted or used, like a
drink or a neal or entertainment, before the custoner can be

solicited again, ganes of chance nove a | ot nore quickly.
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Multiple debts and payouts occur in seconds,
permtting many transactions in short periods resulting in |arge
cash accumul ations. There will always be significant tenptation
for organized crine elenents and crimnals in general. They do
tend to foll ow the noney.

Effective nodels of nonitoring and enforcenent now
exi st, and the conm ssion would do a great service by recogni zi ng
and descri bing those nodels of regulation in the formng that are
wor king effectively to keep the risk of crine |ow

Thank you for your invitation to appear and |I'Il be
happy to answer any questi ons.

CHAI RVAN JAMES: Thank you, Dr. Al banese.
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