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CHAI RPERSON JAIES: " m goi ng
to interrupt our questioning right now, to welcone here
today, we've been joined by the Massachusetts Attorney
CGeneral Scott Harshbarger. And | thank you for the
Hercul ean effort that | know that you' ve nade to be
her e. And for being patient and flexible with the
scheduling, and it is very nuch appreciated by this
Conmmi ssi on

Just by way of a little bi t of
i ntroduction, General Harshbarger has served the State
of Massachusetts as Attorney General since 1991. He is
the imediate past presi dent of the National
Associ ation of Attorneys General. Hs office recently

sponsored and published a study on lottery and youth
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access. And the Comm ssion is very eager to hear your
remarks. Ceneral, wel cone.

ATTY. GEN. HARSHBARGER: Thank you very
much. |'m honored to have this chance, and | thank you
for both accommodati ng schedules and it was a necessity
of being flexible, for those who aren't from
Massachusetts. I nmean when you're between several
saint days of St. Patrick's Day celebration and your
name i s Harshbarger in Massachusetts you have to try to
be flexible, because you have to be in a lot of
di fferent places at one tine.

But 1'm very pleased you're here. And |
want to read a prepared testinony. I'd be glad to

answer questions and | think it mght be best if | did

focus on the prepared testinony, because |'m very
interested in what you're doing. W're all very
pl eased, | wll say, just as an introduction, that you

are in business and operating.
As you know, the Attorneys General have

been supporting the creation of the Comm ssion and the
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appoi ntnents being nmde for various reasons you've
heard, | know you go around the country, from various
Attorneys Ceneral on a range of issues whether it's
| ndi an ganbling, or casino issues. And this is just,
to us, so inportant that there be sonme kind of an
obj ective overall assessnent on where we are in this
ar ea. So, | want to just thank you very nuch, and I
appreci ate very nmuch your com ng here.

As you know, |'ve been a consistent, and
sone say chronic, opponent of the expansion of
| egal i zed ganbling in Mssachusetts. Particularly in
the area of casino ganbling, but also sone of the other
forms of expansion |ike Keno. I  welconme the
opportunity to participate in the Commssion's fact
finding, because | believe there are inportant national
| essons to be learned fromthe lottery experience here.

After living with its consequences for 26
years, the people of Mssachusetts can tell you that
the lottery is both a blessing and a curse. For

hundreds of thousands of people playing a nunber is a
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harm ess, daily entertainnment, a lift they count on as
much as a cup of coffee. But for thousands of others
it's a luxury they can't resist and they can't afford,
a corrosive habit that plants the seed for a serious
addiction to ganbling. For the state, the lottery is a
painless way to raise $505 each year for every nman

woman and child in Massachusetts, w thout the political
agony of raising taxes.

When the Commonweal th launched its first
lottery game, no one knew that the Massachusetts
Lottery woul d becone the biggest per capita sweepstakes
business in the nation. Wth nore than 30 ganes,
including scratch tickets, weekly and daily nunbers,
Keno, and Powerball. In a time when no politician of
any party wll even talk about raising taxes, the
|ottery has becone a truly irreplaceable source of
i ncone.

And the story is nmuch the sane across the
country. Today, lotteries are one of the |argest

generators of governnent funds, totaling nore than
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$13.8 billion in revenues. Their advertising budgets
alone total nore than $300 nillion. And since nost
lottery revenue is earmarked for cities and towns, or
for education, it's no wonder that the states Iike
Massachusetts have becone lottery addicts.

But we need to understand that this is a
nati onal addi cti on wth significant soci al
consequences, because lotteries are about nore than
money. They are about people. And for each wonderful
story of a wnner, there are thousands of untold
stories about | osers.

A nationwi de survey suggests that, as a
percentage of household incone, the poor spend four
times as nmuch on ganbling as people in higher brackets.
More sinply, the lottery's best custoners are those who
can | east afford to throw their noney away.

In Massachusetts, lottery sales outlets
saturate working class neighborhoods. The cities with

t he highest wunenploynent rates, drop out rates and
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adult illiteracy rates are fueling the lottery's never-
endi ng hunger for revenue.

In 1996, The Boston d obe reported that the
peopl e of Chelsea spent $915 per capita on lottery
tickets. The far wealthier suburb of Weston spent only
$63 per capita.

Wen people with relatively |ow incones
start spending large ampbunts on the lottery, it can
start a very destructive cycle. The nore noney you

| ose, the nore you're tenpted to bet to nake up for it.

At the sane time, the state is engaged in a
vicious circle that runs the other way. The nore noney
you make wth the lottery, the nobre noney you're
tenpted to nake.

When the |lottery began in Massachusetts, it
was given a fairly extensive advertising budget,
because its very reason for being was to increase sal es

and revenues. The nore they advertised, the nore
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tickets they sold. The nore they sold, the nore noney
poured into |ocal aid. The nore that localities canme
to depend on that aid, the nore the lottery expanded
the ganes it offered and the places it appeared. The
circle closed, and the cycle continues today.

All the while, we ignored the potential
soci al costs. We ignored the fact that our children
were playing the lottery. A 1994 sting conducted by ny
Consunmer Protection and Antitrust Division showed that
children were able to purchase lottery tickets 80
percent of the tine. A 1996 sting found that in 166
attenpts children were able to place Keno bets 109

tinmes or a success rate of 66 percent.

And a footnote here, as you wll notice
that the docunents that are <comng out in the
cigarette, tobacco litigation’s are denonstrating the
targeting of Kkids. This is an alnost higher rate of

nonconpliance with the law in the Keno area than we saw
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and were seeing in the area of stings relating to
children being able to purchase tobacco. The results
wer e di sturbing. We even found that the daughter of
one of my prosecutors, a nine year old child, was able
to purchase a lottery ticket at a convenient store. In
our Keno sting, we discovered that store owners were
letting children as young as 14 years old play Keno.

We ignored the fact that nore than 90, 000
Massachusetts adults had becone addicted to ganbling.
We ignored the fact that individuals were stealing from
their famlies, their friends, neighbors and |oved
ones, sinply for a long shot chance to strike it rich.

No one had ever considered that a lottery
with the sole mssion of generating noney would not be
able to regulate itself at the risk of reducing its
income. After all, who wants to kill the Gol den Goose,
even if it's run anok?

When our |awrakers finally slashed the
Lottery's advertising budget several years ago, Lottery

officials actually entered into a direct mail coupon
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arrangenment to keep the custoners com ng. They even
used discount lottery coupons as currency to purchase
advertising services. Wen the cities and towns
conpl ained about the negative inpact the Keno video
lottery was having on their quality of life, the
Lottery suspended Keno licenses, but only until the
unrest subsi ded.

My point is this, as with any form of
| egalized ganbling, there are downsides that are
forgotten, I gnor ed, and conveniently overl ooked,
tangi ble and intangible costs in terns of crime, and
corruption, and social costs, including regressive
taxation and conpul sive ganbling. W never hear about
t hese when new ganes or new proposals for ganbling are
i ntroduced. The nobst insidious costs of all, however,
is the values confusion created by the m xed nessages
i nevitably sent when a state encourages ganbling.

W nmay not be able to turn back the cl ock,

or turn off the lottery revenue stream but we can
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|l earn |l essons that as a matter of public policy allow
us to exercise nore thoughtful control over the future
i npact of lotteries on our states.

Based on our experiences here, there are
four suggestions | offer to those grappling with the
dil emma of state run ganbling.

First, do not under-estinate the grassroots
concern about the regressive nature of lotteries and
their potential inpact on children and a comrunity
quality of Ilife. Mechani snms shoul d be established up
front to limt the nunber of ways the state vol unteers
to separate people fromtheir paychecks. For each new
|ottery gane allowed on the market, an old one should
be pul | ed.

Second, be especially wary of vi deo
ganbling like Keno and other instant w nner ganes.
These ganes can have a qualitatively different and
significant inpact on a community's quality of life
Gven their highly addictive nature, it's especially

di sturbing to see video lottery termnals hang fromthe
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ceiling of retail establishnments patronized by children
and teenagers.

Third, devote large slices of the lottery
revenue pie to the effort to conbat conpulsive
ganbl i ng. Compul si ve ganbling hotline nunbers shoul d
be printed on every lottery ganme card and every lottery
ticket, as should the odds of wnning a particular
gane. From a consuner protection standpoint, it nust
be made clear to everyone who plays the lottery that a
|ottery is an adult ganme of chance with real risks not
a painless quick fix that nakes dreans cone true.

Fourth, and finally, states should nake
sure that lotteries police thenselves as closely as
possi bl e in terns of their agent s, vendor s,
investigators and other key personnel, and internal
security controls.

Last nonth in Mssachusetts, for exanple,
|"m sure you're aware, a wonen who spends approxi mately

$100 each week on the lottery clained to have phoned in
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the $21 mllion jackpot numnber. But the convenience
store owner clains the winning ticket is his.

For better or worse, any state that goes
into the business of managing and pronoting ganbling
should do all it can to set the best possible exanple
and plan to prevent every possible abuse and
enbarrassnent .

Let nme conclude by saying that the state by
state debate over the expansion into casinos and sl ot
machi nes should be shaped by the cautionary cost-
benefit analysis we've applied to state run lotteries.
In Massachusetts we recently had a debate over a
proposed casino in New Bedford. As you may know, |
have consistently been opposed to any form of expanded
ganbl i ng.

As chief law enforcenent officer, 1've
stressed over the years the dramatic increases in
crinme, corruption, and conpul sive ganbling that
inevitably w1l acconpany expanded ganmbling in the

Commonweal t h. ' ve al so outlined t he seri ous
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regul atory and | aw enforcenent structures that woul d be
needed to oversee a casino, and the costs needed to
establish and operate these structures. |In particular,
|'"ve warned about the broken prom ses nade to other
states by the casino industry, in termof jobs, and tax
revenue projections. And | have expressed ny belief
that the Commonweal th should strive for real economc
devel opment policies rather than policies that sinply
redistribute income into the hands of out of state
casi no owners.

|'ve said time and again, that before we
make any decisions about expanded ganbling, we need
nore objective information about its inpact, good and
bad. And | applaud this Comm ssion's clear commtnent
to just that, to learn these |essons and bring them
into the national policy debate. My hope is that
t hrough your work you will be able to nmake an i nforned
policy decisions about all fornms of ganbling, and not

find ourselves holding hearings five, ten to 25 years
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fromnow, to try to figure out how to close a Pandora's
Box of rabid state sanctioned ganbli ng.

People need the chance to step back and
make infornmed decisions. The nore objective the
information and real life I essons you can inject into
this process the better. Oherwise the way it happens
is the way it happened here, and will happen in many
pl aces. Wiich is, that promses wll be mde to
comunities that desperately need the revenue, or
searching for alternatives as ways to cope with
econom c problens, and prom ses are made that under any

consuner protection set of regulations would be

denonstrably false and could not be proven. But you
never |earn about the costs until after the casino or
the expansion is in place. And then the pressure

exists to avoid closing it down.
Qur goal has been to try and nmake sure that
peopl e saw the costs at the sane tine they | ook at the

benefits, so public policy discussion can be based on
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costs as well as benefits and not solely on prom ses by
t hose who have a vested interest in its success.

Peopl e do need this chance to step back and
| ook at these decisions objectively. But | ooking at
both sides of the ganbling ledger is the only way the
public wll have the opportunity to strike the
appropriate balance between the need for governnent
revenue and the responsibility to protect the quality
of life for this and for future generations.

Thank you very nuch.

CHAI RPERSON  JAMES: Thank you, GCeneral

Har shbar ger .



