
 

 
 

 

Background  

 

With the Alabama’s General Fund facing a shortfall of 
more than $200 million, some state legislators are looking 
at a state-sponsored lottery as means to boost government 
revenues.  While the details of exactly how the revenues of 
such a lottery would be disbursed have yet to be made 
public, the negative social and economic consequences 
other states have experienced after they legalized their 
own lotteries suggest the same bad outcomes could 
happen in Alabama.   
  
Pol icy  Considerat ion  
 

In the words of the Tom Grey, executive director of the 
National Coalition against Legalized Gambling, when 
large-scale gambling like a lottery is introduced in any 
state, its brings the “ABCs”: addiction, bankruptcy and 
debt, and crime.   
 
Addiction.  Playing the lottery and other forms of 
gambling can be just as addictive as substance abuse1, 
making gambling addiction one of the leading health 
issues in the United States, according to a 2014 report 
issued by the Columbia University School of Public 
Health.2 Around two million Americans are addicted to 
gambling, and as many as 20 million let gambling 
interfere with their work and social lives.3  
 
In states with multiple forms of gambling, the lottery is 
one of the main sources of addiction:   
 
In New York, 40% of the gambling hotline calls to the 
state’s Council on Problem Gambling in 2005 were 
related to lottery addiction.  Casino gambling was in 
second place with 27%; no other category of gambling was 
responsible for more than 10% of calls.4    
 

Between 2007 and 2014, betting on the lottery was the 
second most common reason individuals with gambling 
problems called California’s gambling helpline.5  
 
Individuals with gambling disorders fall into two 
categories: problem gamblers and gambling addicts.  
Problem gamblers show symptoms of up to four of nine 
criteria established by the American Psychiatric 
Association in their Diagnostic and Statistical Manual of 
Mental Disorders (DSM-V), including gambling to 
escape problems, lying to conceal gambling involvement, 
and “chasing” losses (i.e., returning to gamble another day 
to try and recover losses).  Gambling addicts, on the other 
hand, manifest five or more of these symptoms.6    
 
If a lottery is legalized in Alabama, research from other 
states suggests it will draw people into gambling who have 
not gambled previously.  A study of Texas residents found 
that the number of adults who have gambled on any game 
increased by about 40% when their state’s lottery was 
introduced.7   
 
Any growth in the number of gambling addicts in 
Alabama would be costly.  According to Earl Grinols, an 
economics professor at Baylor University, the social costs 
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associated with gambling addiction—crime, lost wages 
and productivity, bankruptcy, unemployment, treatment, 
and so forth—average about $9,400 per gambling addict 
per year.8 If legalizing large-scale gambling in Alabama 
increased the number of gambling addicts by just two-
tenths of one percent of the state’s adult population (about 
10,000 residents), the cost to them and society would be 
approximately $94 million per year.  Research indicates 
that each of these would have, on average, a seven- to ten-
year battle with their addiction before getting help.9  
Thus, even if legalizing widespread gambling in Alabama 
produced only one generation of gambling addicts, the 
total cost to the state and its residents would be between 
$650 million and $950 million.   
 
Bankruptcy and debt.  One of the most common signs of 
gambling addiction is the gambler spending well beyond 
their means.  Gambling addicts often follow a predictable 
path of spending their existing personal resources, selling 
insurance policies and possessions, and “borrowing” from 
friends and relatives.  They may acquire multiple credit 
cards and max them out with the expectation that 
everything will be paid back once the next “big win” 
comes along.10 On average, gambling addicts have more 
than double the debt of non-gambling households.11 
Consider the following: 
 
In California, problem gamblers and gambling addicts 
account for less than 5% of all gamblers, yet account for a 
third (32%) of all money bet on the lottery, according to a 
2006 prevalence survey by the National Opinion Research 
Center.12    
 
Similar effects have been found in other countries: in 
Australia and New Zealand, problem gamblers and 
gambling addicts represent between 1% and 3% of the 
adult population, yet are responsible for 19% and 33%, 
respectively, of all of the money gambled in those 
countries.13 
 
Nearly one in five gambling addicts (19.2%) who 
participated in the 1999 National Opinion Research 
Center survey reported having filed for bankruptcy, 
compared to 4.2% of non-gamblers.14 More recent 
research (2002) found a similar percentage of gambling 
addicts had declared bankruptcy (18.2%), with an average 

debt of $42,75015; a replication of the same study two 
years later found an even higher rate of bankruptcy 
(22.5%) and debt ($53,100).16  
 
Crime.  While the legalization of gambling may lower 
crime rates by simply reducing the rate of illegal 
gambling, it increases the number of problem gamblers, 
some of whom will commit crimes to finance their 
addiction.  Crime rates may also rise because some types 
of gambling offer increased opportunities for illegal 
activities such as passing counterfeit money, theft, and 
fraud.17    
 
As a whole, research suggests that crime rates increase as 
gambling availability increases.  This is particularly true 
for studies that have examined the link between individual 
gambling habits and gambling-related crime such as 
fraud, embezzlement, theft, and larceny.18  
 
Much of the research on the link between gambling and 
crime has come from studies conducted in other 
countries.  For example: 
 
Forty-four percent of the fraud committed in Australia 
and New Zealand has been attributed to gambling, 
according to a 2009 KPMG study.  More than $301 
million in fraud was linked to gambling, with an average 
value of $1.1 million per incident.19  
 
Recommendation  
 

There is no truth to the idea that lotteries are a “victimless 
vice” that only exists to entertain its players while 
benefiting noble causes such as education.  The 
experiences of other states show that lotteries attract and 
entrap disproportionate numbers of the poor, minorities, 
underage gamblers, and the elderly.  Because Alabama is a 
poorer state with an above-average percentage of 
minorities, legalizing a lottery would jeopardize large 
subpopulations of the state with the possibility of 
devastating economic and social consequences.  It makes 
no economic sense for Alabama or any other state to 
legalize and promote a product that can do so much harm 
to the most vulnerable of its citizens. 
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