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Executive Summary

KPMG Consulting was engaged by the Victorian Casino and Gaming Authority to undertake
a social and economic impact study of gaming in specified regions of Victoria. The
municipalities investigated were the Cities of Greater Dandenong, Greater Geelong,
Maribyrnong, Moreland, the Rural City of Mildura and the Shire of Wellington in the
eastern part of the State.

Of the six local government regions covered by this study, two— Maribyrnong and
Dandenong — have significantly higher numbers of gaming machines per adult than the
Victorian average, with another two — Wellington and Geelong — being above the State
average. This pattern is also largely reflected in gaming expenditure per adult —expenditure
per person is particularly high in Maribyrnong and Dandenong.
Our study has found:
m  widespread disapproval of gambling in the six study regions (see section 5.2.1);

- consistent with the findings of previous state-wide and local studies;

m disapproval of gambling isfairly uniform across the six regions (see section 5.2.1):

- peoplein areas of high gaming machine density and high expenditure on gaming
hold similar views about gambling to the state-wide average;

- thereisno evidence of greater concern or disapproval of gambling in the areas with
very high EGM density such as Maribyrnong or Dandenong;

®m no correlation between people' s views about the quality of their suburb, and their views
about the impact of gaming machines on their suburb (see section 5.2.2):

- indicating that the presence of electronic gaming is not a primary factor in people's
assessment of their suburb;

m half of those surveyed had participated in gambling in the last six months, despite
widespread disapproval of gambling (see section 5.2.3);

m no significant differences in gambling patterns between regions, although this may
reflect that our sample size was too small to pick up such differences (see section 5.2.3);

m most people play poker machines for social and entertainment reasons (see
section 5.2.5);

m the widespread participation in poker machine playing indicates that people are deriving
recreational benefit from it (see section 5.2.5):

- and that to significantly restrict access to poker machines, could reduce these
recreational benefits;
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m people game locally (see section 5.3.2);
m gaming does not provide a substantial boost to tourism (see section 5.3.2);
m  most expenditure on gaming is spent in the gamer’ slocal economy (see section 5.3.2);

m significant investment in clubs and hotels with gaming machines since 1992 (see
section 5.3.4):

- in most cases owners reported that the introduction of gaming machines had been a
key factor underpinning the viability of these investments;

m it is difficult to disentangle the effects of the expansion in gaming venues on local
businesses from other economic factors affecting businesses (see section 5.3.4):

- however, inevitably, growth in consumer expenditure on gaming and investments in
gaming venues have drawn resources away from other industries, reducing the size
of these industries — relative to what they would have been if the gaming industry
did not exist;

m in KPMG Consulting’'s view, the impact of expansion in gaming venues on other
businesses should not of itself be necessarily an issue of concern for government policy
(see section 5.3.4):

- change is an integral feature of any dynamic economy and generally governments
leave businesses to respond to the changing expenditure patterns of consumers, rather
than intervening to protect individual businesses from these effects;

m gambling taxes and returns to TABCORP and Tattersalls represent a leakage from local
economies (see section 5.3.4):

- such leakages and injections are an integral part of al local economies;

m if local governments were to restrict gaming, there is no guarantee that local residents
would spend more money on local goods and services (see section 5.3.4):

- most other goods and services are produced out of the local area; and

- such a policy may prevent local residents from spending their money in ways that
they determine;

m  widespread community concern about problem gambling (see section 5.4.1):
- with 82 per cent of respondents agreeing that gaming is a serious social problem; and

- 11 per cent of adults saying that they or a member of their family had experienced
difficulties with excessive gambling;
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m however, on the basis of the responses to our survey, the vast magjority of residents
(98 per cent) are at no risk of problem gambling (see section 5.4.1);

m the small incidence of problem gambling is fairly uniform across the regions, despite
large differences in expenditure on gaming and EGM density (see section 5.4.1):

- this suggests that the differences in expenditure between the regions may relate more
to differences in recreational gambling than problem gambling;

- dternatively it may be that our survey was too small to pick up differences between
regions in the incidence of problem gambling;

- in this context, it should be noted that the Productivity Commission’s gambling
survey found that expenditure by problem gamblers made up about one-third of the
gambling industries’ market.

m the exception is Maribyrnong which has a higher incidence of problem gambling (see
section 5.4.1):

- Maribyrnong aso has the highest EGM density of our regions and the highest
expenditure on gaming per adult;

- nevertheless, 97 per cent of Maribyrnong adults on the basis of the responses to our
survey are at no risk of problem gambling;

m surprisingly we found no correlation between people's score for an index assessing
problem gambling (SOGS) and their personal happiness (see section 5.4.1):

- however care should be taken in interpreting this, given the small number of problem
gamblersin our survey;

m the number of gaming machines and gaming venues appears to influence the level of
gaming expenditure (see section 5.4.2.7):

- however, these results are preliminary, and could aso be explained by behaviour
consistent with demand driving supply;

- evidence of differences between regions in the relationship between gaming
machines, venues and the level of gaming expenditure, indicates that it is not a
simple case of supply driving demand,;

m caps on the number of gaming machines per venue, in the context of overall regional or
state caps on gaming machine numbers, appear to lead to possibly higher gaming
expenditure (see section 5.4.2.7):

- cagting doubt on the effectiveness of venue caps as a tool for curbing gaming
expenditure and problem gambling;



kpmgConsulting Victorian Casino and Gaming Authority
Report of the 1999 Longitudinal

Community Impact Study: Main Report

September 2000

- however, there may be other objectives for such policies, such as spreading the
wealth created by poker machines across more pubs and clubs;

m our econometrics found no evidence that higher unemployment led to higher gaming
expenditure (see section 5.4.2.7):

- consistent with the view that most gaming is recreational, and the unemployed have
less money to spend on recreation, including gaming;

m the utilisation of gaming machines varies substantially over a twenty-four hour period
and over the week (see section 5.4.2.7);

- in KPMG Consulting’ s view, this indicates that caps (whether they be State, regiona
or venue) will create congestion at peak times, impacting on recreational gamers, but
not reduce the accessibility of machines at most other times. Therefore the impact of
caps on accessibility of machines to problem gamblersis uncertain.
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I ntroduction to the study

Terms of reference of the Longitudinal Community Impact Study

The Victorian Casino and Gaming Authority (VCGA) contracted KPMG Consulting to
undertake a longitudinal community impact study for specified regions of Victoria. The
study was undertaken in the context of previous research into gaming commissioned by the
Authority, which consisted of community-oriented, survey-based social studies and
empirically-based economic research.

The areas to be studied were chosen by the Authority in conjunction with the Victorian
Local Governance Association (VLGA). The nominated regions had enough features in
common to warrant a joint investigation, but, in other respects, were sufficiently different to
ensure some diversity in the study outcomes. One of the criteria for selection of the regions
was the ease with which Australian Bureau of Statistics (ABS) data could be obtained and
applied. Hence it was important to define the localities as aggregates of ABS statistical local
areas. Thefollowing local government areas (LGAS) were selected for examination:

m  Greater Dandenong;

m  Greater Geelong;

m  Maribyrnong;

m  Mildurg

m Moreland; and

m  Wellington.

Previous research commissioned by the Authority has also investigated the Cities of Greater
Geelong, Maribyrnong, and Moreland and parts of the Shire of Wellington.

The Terms of Reference of the Longitudinal Community Impact Study are as set out below:

1 Theidentification of the final composition of six areas which are to be examined as part
of the project, in consultation with the Authority.

2 An examination of the economic and social conditions experienced within each
municipality over the period 1992 to the present. This should include not only general
factors, but factors specific to the location or municipality. The description should cover
such factors as:

- changes in the demographic profile of the study area (both individual and household)
eg age, gender, income, country of birth;

- employment (both industry and occupation);

- the development of the gaming industry in each study area;
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changes in community support services and their usage;

changes in the provision of entertainment, shopping, sporting and cultural facilitiesto
communities, and

other matters for which statistically valid information is available.

3 Theidentification of social and economic problems within these municipalities and their
relationship to the introduction and development of gaming venues and the opening of
the casino. Thiswould:

involve an understanding of the actual situation in each region before and after the
establishment of gaming venues and the opening of the casino;

identify problems that are common to the municipalities studied and those specific to
a municipality. Analysis of the differences between municipaities will be
undertaken.

4 The identification of the social and economic benefits of the establishment of gaming
venues common to all municipalities studied and those specific to a municipality.
Analysis of any differences between municipalities will be undertaken.

5 An examination of the differential effects of the introduction of gaming machines and
the casino on different sections of the population and their lifestyles, including:

changesin consumer preferences over time;
entertainment, sporting, cultural and shopping pursuits;
expenditure patterns (individual and household);

the socio-economic and demographic characteristics of the patrons of gaming
venues;

the changes in the availability and demand of services and amenities to the
communities; and

the changes in the nature and functioning of community organisations, including
sporting clubs.

6 A comparison of:

the use of gaming machines at club and hotel venues and gaming activities at the
casino (both gaming machines and gaming tables) in order to establish the specific
impact of gaming machines in different venues and movements by individuals to and
from the municipality to participate in gaming; and

the findings of this report with those of the survey series “Community Gambling
Patterns’ noting any divergences from these findings.
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7 An essentiad component of the analysis and interpretation of the results will be the
establishment of linkages between the socio-economic profiling of the areas and the
gualitative and quantitative data collected.

8 Identification of the issueswhich arise from the findings of the research undertaken.

The findings of the project are to be presented on the Authority’s Internet Website.

Relationship to prior research

The Victorian Casino and Gaming Authority is a statutory body established by the Victorian
Government under the Gaming and Betting Act 1994 which, together with the Casino
Control Act 1991 and the Gaming Machine Act 1991, sets out the general framework for
regulation of gaming, casino and wagering activities in the State.

The Authority regulates and monitors Victoria' s gambling activities and acts to ensure the
highest standards of integrity in the industry are achieved in an efficient and effective
manner. Apart from its regulatory and monitoring activities, the Authority has statutory
responsibility to carry out research into the social impact of gambling in Victoria and to act
as a source of advice to the Minister on policy issues with respect to gambling.

The Authority’s 1996-97 research program examined various economic, social and

community aspects of gaming in Victoria. The following were amongst the reports

published:

m  The Impact of the Expansion in Gaming on the Victorian Retail Sector;

m  The Effect of Gambling on Employment in Victoria;

m Social and Economic Effects of Electronic Gaming Machines on Non-Metropolitan
Communities — Geelong, Ballarat, Bendigo and the Latrobe Valley municipalities of Baw
Baw and Latrobe;

m Impact of Gaming Machines on Inner City Municipalities — the municipalities of the City
of Maribyrnong, City of Moonee Valley, City of Moreland and the City of Darebin;

m Impact of Electronic Gaming Machines on Small Rural Communities — the rural
communities of Balmoral/Coleraine, Camperdown and Sale and its surrounding area;

m Fifth Community Gambling Patterns Survey Combined with Second Positive and
Negative Perceptions of Gambling Survey; and

m  Summary of Research Findings — 1996-97 Research Programme.
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The Authority’s community impact studies, commissioned in 1997, focused on selected
inner city municipalities and three regions in rural Victoria. The research sought to identify
actual social and economic problems within these communities and their relationship to the
introduction and development of EGMs and related activities.

In the rural communities study, empirical research was conducted using published data and
this was supplemented with qualitative information obtained from a stakeholder consultation
program. Community workshops were held to elicit public opinion on gaming and other
forms of entertainment. The outcome of the meetings formed the basis of a telephone
survey. Approximately nine hundred interviews were completed and the findings were
presented diagrammatically. The results, though based primarily on individual perceptions,
were used to form conclusions about the impact of electronic gaming machines. The
consultants emphasised the following points:

m  amgority of respondents considered that the introduction of EGMs had resulted in an
increase in employment;

m  amagjority of respondents agreed that EGMs had resulted in a boost for clubs and pubs;

m respondents were unsure of the benefits accruing to their communities from the
Community Support Fund;

m there was agenera perception that profits from gaming flowed out of local communities;

m  most respondents indicated that they did not perceive EGMs as providing a boost for
tourism in their areas; and

m  most respondents believed that EGMs had impacted adversely on the retail sector.

The current Longitudinal Community Impact Sudy builds on the three 1996-97 assignments
which evaluated the impact of gaming on specific rural and urban communities. Its objective
is to continue the Authority’s projects, but based on an intensified effort and refined
methodology applied to a wider range of localities. The assignment has concentrated on the
impact of gaming on four of the eleven communities studied previously and two new aress.
The two new regions (Greater Dandenong and Mildura) were selected on the basis of a
VCGA profiling exercise, with input from the Victorian Local Governance Association
(VLGA). The current study investigated issues pertaining to both the Melbourne Casino and
gaming venuesin the regions.

Since the Longitudinal study is to be replicated in 2000 and 2001, KPMG aimed to make the
project design replicable and established databases to provide a resource for re-use in future.
The project involved conferring with consultants who were undertaking related studies.
KPMG interpreted and made use of results derived from other aspects of the 1998-99
Research Program. The other projects commissioned in 1998-99 included the following:

m  Gaming — Comparative History and Analysis, Framework for Evaluation and Summary
of 1998-99 Findings. This was to provide the contextual background against which to
examine socia and economic impacts;
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m The Evaluation and Further Use of Existing Data Sets. This data profiling exercise
helped provide input into the choice of the six study regions;

m  Community Gambling Patterns and Perceptions 1998 and 1999. We followed the
progress of this project to ensure that the data we collected was consistent and
comparable over time; and

m  The Economic Impact of Gaming. Thiswork was used to provide national, state and sub-
state benchmarks of economic indicators.

M ethodology

The Study involved five distinct stages as set out in Figure 2.1. The first stage laid down the
contextual background for the remainder of the study by describing social and economic
conditions in the regions. The second stage involved consultation with industry and
community groups, and other relevant interested parties to ensure that all key stakeholder
opinions were taken into consideration. The third stage entailed preparing and conducting a
well-designed survey to solicit information from residents about gambling’'s effects. Data
from the survey was used as one of the inputs into the econometric analysis in stage four.
Thefinal stage necessitated the preparation of an integrated set of findings, so asto report on
the outcomes of stages one to four.

Figure2.1l: Methodology: a phased approach

Stage 1 Stage 2 Stage 3 Stage 4 Stage 5

Regional Consultation Residents Econometric Reporting
Profiles process survey study

Stage 1 — Establishing an economic profile of the regionsunder study

Detailed social and economic data was obtained for each region from the Australian Bureau
of Statistics, loca government authorities and regional development agencies. Economic
profiles of the regions under study were constructed using information from the 1996 Census
of Population and Housing, and from the ABS business register, building activity and tourist
accommodation collections.

This economic information was complemented by more detailed information about the
gaming industries in each region. This information was provided by the Authority and
covered such matters such as the number of gaming venues, the number of electronic gaming
machines (EGMs) and gaming expenditure in each of the regions. All of this information has
been presented by region in the six regional profile volumes.
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Stage 2 — Consultation

For each of the 6 regions, KPMG met with representatives from local government to identify
stakeholders and to discuss the likely affected parties. An Issues Paper was prepared in
response to those discussions. Private interviews were then held with key stakeholders and
the responses were documented. Public forums were held at which members of the local
communities were invited to express their views. A list of consultationsis provided below.

Consultation Number of consultations:
with:

Dandenong Geelong Maribyrnong Mildura Moreland | Wellington TOTAL

Gaming venues 4 5 4 5 5 5 28
Non-gaming 2 2 2 2 2 2 12
venues

Community 9 9 8 10 8 4 48

support agencies

Other organisations 6 4 4 4 2 4 24
and local

government

Public forums 1 1 1 1 1 1 6
TOTAL 22 21 19 22 18 16 118

In each region we interviewed a sample of venues — some of which had gaming machines
and some of which did not. Venue managers were given a short presentation on the
objectives of the study and the research being undertaken. Meetings were pre-arranged and
in most instances, interviewees were briefed on the nature of the interview. Venue operators
were asked a series of standardised questions to draw comment on:

m Who is gambling and where are they m Community participation levels.
gambling?

m  Manifestations of problem gambling. m  [mpact on employment.

m Effects of gambling on communities. m Impact on tourism.

m Effects on businesses. m  Perceived social and economic impacts.
m  Mora implications m Impact on crime and safety.

®m Impacts on organisations and clubs. m  Cultural and recreational implications.

10
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We aso interviewed a sample of community agencies and distributed a questionnaire
designed to €elicit information regarding their service delivery and the impact of gaming on
their client group. Respondents found it difficult to fully complete the questionnaire and few
have hard data regarding the numbers of clients with gaming problems or issues which have
resulted from gaming problems. The feedback, while valuable, was primarily anecdotal.

The public forum held in each region was organised with the assistance of the local councils,
who provided a location and assistance with publicity. A list of appropriate contacts was
received from the council and invitations were sent to these contacts. The forums were
advertised in local community newspapers and council publications and posters were placed
in public spaces in the regions. Despite the extensive attempts to encourage attendance, the
numbers were generally small, with the most being around 20 in Moreland. The poor
response may indicate the need to consider other methods of eliciting public input.

To ensure that the consultation process was balanced, we consulted with industry players,
including Crown Casino, TABCORP and Tattersalls (the two gaming operators), Australian
Hotels' Association, Licensed Clubs Association of Victoria and the RSL Licensed Sub-
Branches Association.

Information gathered from the consultation process helped to define the subject areas to be
further investigated through the residents’ survey and provided information regarding the

perceptions within the regions. The results of the consultations are reported on a region by
region basisin the six regional profile volumes.

Stage 3 — Survey of community attitudes

Objectives

A survey of 1,000 residents made up of just under 170 residents in each of the six regions
was carried out. Its goa wasto:

m identify the problems which, in the opinion of residents, affect the municipalities in
question;

m examine changesin consumption and lifestyle patterns over time;

m determine the factors associated with different levels of gaming. These included socio-
economic, demographic and lifestyle factors; and

m identify preferences for particular types of gaming (gaming machines, gaming tables)
and the differential impact of varying access to these and the casino.

The survey and its results are fully documented in Supporting Paper No. 1.
Survey details
The existing body of material available on gaming, including the previous community

impact studies, were reviewed to develop candidate issues for inclusion in the survey.

11
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Material gathered from consultations helped to further define the focus. The survey
guestionnaire complemented previous surveys so as to ensure continuity with existing
databases. However, the KPMG questionnaire also contained additional gaming and
lifestyle-related questions. The Authority reviewed the survey templates and recommended
changes before giving approval to proceed.

The questionnaire contained over 150 short questions. Sample filters were used to ensure
that the pool of individuals interviewed was representative of the population asawhole. The
core questions were designed to bring out the following structural characteristics:

m  demographics, including income, age and occupational status;

m freguencies of types of gaming by preferred venue;

m issuesidentified from the analysis of previous research; and

m lifestyle issues now and three years ago. In particular, the survey concentrated on
changesin:

- general well-being and the components of well-being;

entertainment, sport, cultural and shopping patterns;
- demand for services and amenities; and

- use of community organisations, including sporting clubs.

The sample for the survey was drawn so as to coincide with local government areas for each
of the six study regions. These boundaries are also used by the ABS in their regiona
economic data collections. Therefore the design of our sample has meant that survey results
can be cross-referenced against ABS economic data.

Data collection

A thousand telephone interviews (166 or 167 in each area) were conducted using an agreed
sample frame. The sample size was sufficient to ensure statistical tests were carried out with
a significance of 0.05 at the regional level. Interviews were carried out from a single
supervised interview room in Melbourne.

Analysis

Initially, multivariate analysis was used to develop a model of the lifestyle, demographic and
socio-economic predictors of gaming. All measures and segments were compared for each
municipality to determine factors that were common across all municipalities and those that
were different. The tests were tests of means with differences reported at the 0.05 level of
significance. A behavioural approach was adopted to determine the extent to which changes
in non-gaming consumption were aresult of changes in gaming.

12
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The results of the survey have been reported in aggregate across the six regions (in
Supporting Paper No. 1) and also by region, in each of the regional profile volumes. The
regional results provide information on issues such as the percentage of the population
participating in gambling and the percentage ‘at risk’ of problem gambling on a regional
basis, and compare results for individual regions with the average across the six regions.

Stage 4 — Econometric study

An econometric analysis was conducted to examine the factors contributing to the variation
in gaming expenditure across regions and over time. Data from KPMG's survey of
community attitudes was also used to enhance the economic database, thus contributing to
the understanding of gaming issues and economic activity in the regions. KPMG explored
whether factors such as the number of EGMs, the number of gaming venues, tourism
expenditure, consumer sentiment and socia security dependence explained the differencesin
gaming expenditure between Victorian regions. The econometric study and its results are
documented in Supporting Paper No. 2.

Stage 5 - Reporting

Finally, KPMG brought together the various parts of the project, reviewing the results and
verifying the output for consistency and accuracy. The implications of the anaysis were
discussed and policy ramifications explained. Comparisons were made with the results of
previous research carried out for the Authority. A draft of the report was presented to the
Authority in March 2000, and following useful comments from the Authority’s Research
Committee and staff, the report was finalised in June.

13
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Overview of gambling in Victoria and theregions

Gambling defined

The Tasmanian Gaming Commission has defined gambling as the (lawful) placement of a
wager or bet on the outcome of a future uncertain event." It is treated as an activity that can
be clearly divided into two distinct areas— racing related and gaming related. The term
‘gambling’ istaken to be the total of racing and gaming activities.

The range of gambling service providers includes hotels, registered clubs, lottery agencies,
casinos, bookmakers, betting shop operators, TAB and totalisator operators, and newly
emerging internet gaming providers. The variety of products supplied to domestic and
international customers can be broadly classified as:

m  “racing”, comprising totalisator and fixed-odds betting on horse, harness and greyhound
racing, and on sporting and other events; and

m  “Gaming”, comprising gambling on electronic gaming machines, casino games, lotteries,
and other gaming products such as keno, football pools, lucky envelopes, and so on. As
such gamers can be seen as a subset of the total population of gamblers.

Totalisator agencies (TABS) operate in every statefterritory under individual state/territory
government racing acts which established statutory authorities. Recent privatisations have
seen the operations of two of these businesses, TAB Ltd. (in New South Wales) and
TABCORP Holdings Pty Ltd (in Victoria) transferred to the private sector. These TAB
businesses have typically operated totalisators on horse, harness and greyhound racing but
are increasingly moving into fixed odds sports betting. Bookmakers are traditionally small,
unincorporated operators offering fixed odds betting on racing and, in some instances, on
sports and other events.

There are currently 14 casinos operating in Australia, all of which (with the exception of
Casino Canberra) offer gambling on both casino games and electronic gaming machines
(EGMs). Casinos aso earn revenues from keno and commissions from TAB agencies and
sports betting operations. Clubs and hotels are the other major venues offering gambling on
EGMs. In 1997-98, there were 7000 businesses throughout Australia offering gambling
services (principally EGMs). Almost half of these businesses were located in NSW.

Lottery products are generally offered by government lottery suppliers which have the sole
right to offer these products within their states. In Victoria, however, the rights to run
lotteries lie with the private trust, Tattersalls. Minor lotteries, guessing competitions and
bingo are run by charities.

The gaming industry is now facing the prospect of competition from on-line internet casinos
and pay TV. Until recently, gambling via these media was limited to established Australian
operators utilising the internet as an alternate distribution channel for their existing products,

! See Tasmanian Gaming Commission and Centre for Regional Economic Analysis, University of

Tasmania, Australian Gambling Statistics 1972-73 to 1997-98.

14
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and established international operators based in the Caribbean nations of St. Kitts and Nevis,
Dominicaand St. Vincent. However, Tasmania has now granted some licences for internet
gaming operators and there is some confusion about the legality of an ACT attempt to do the
same thing. The Queensland and Northern Territory governments have passed legislation
allowing the operation of licensed, on-line casinos in their territories. There are estimated to
be around 140 on-line casinos conducting business across the internet.

[llegal gambling through SP bookmakers and illegal casinos also compete with legal
gambling product suppliers. The oft-stated objective of legalised gambling is to attenuate
the nefarious aspects of illegal gambling activity.

Gambling’'s changing composition

Australian expenditure on gambling has surged over the past decade, rising in real terms
(1997-98 prices) from $4.5 billion in 1987-88 to $11.1 billion in 1997-98. Gambling’s share
of household expenditure has grown from 1.9 per cent to 3.4 per cent over the same period
(Figure 3.1).

Figure3.1l: Real aggregate expenditure on gambling in Australia, 1980-81 to 1997-98
(1997-98 $m). Gambling’s share of real household consumption

expenditure.
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Source: Australian Gambling Statistics, 1972-73 to 1997-98, Tasmanian Gaming Commission. Australian
National Accounts, Australian Bureau of Statistics.

The amount spent on gambling — which also represents the gross revenue of gambling
venues — is a better measure of the impact of gambling than the total amount wagered. In
1998, nearly 41 per cent of total Australian expenditure on gambling occurred in NSW, with
high levels of expenditure also reported in Victoria and Queensland ($3.2bn and $1.1bn
respectively). On a per capita basis, NSW and Victoria had the highest levels of
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expenditure, equivalent to $963 and $921 respectively. Note that these figures are
unadjusted for tourist visitation. Tasmanian gamblers spent the least on gambling with per
capita spending nearly half that of NSW ($509).

Figure 3.2 summarises the trends in Victorian gambling expenditure since 1983-84. Growth
in spending accelerated in 1992-93 but then eased from 1996-97. The share of real
household final consumption expenditure devoted to gambling rose to 3.8 per cent, in 1997-
98, above the 3.4 per cent national average.

Figure3.2: Victorian spending on gambling, 1983-84 to 1997-98 (1997-98 $m).
Gambling’s share of Victorian real household consumption expenditure.
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Source: Austraian Gambling Statistics, 1972-73 to 1997-98, Tasmanian Gaming Commission. Australian
National Accounts, Australian Bureau of Statistics.

The marked increase in Victorian gambling expenditure during the early 1990s was in part
attributable to a catch-up phenomenon, as Victorian consumers satisfied their previously
unmet demand for gambling. The increase was also attributable to the rising popularity of
EGMs and casinos.

Figure 3.3 shows the change in the structure of the Victorian gambling market since 1983-
84. Inred (inflation-adjusted) terms, expenditure on lotteries, lotto and racing has remained
flat over the period while Victorians have reduced their spending on ancillary forms of
gaming such as pools, minor gaming, keno and sports betting. In contrast, spending on
EGMs and at the casino has soared. The relatively high net player return on gaming
machinesislikely to be one reason for the high expenditure on EGMs.
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Victorian gambling expenditure by type of game, 1983-84 to 1997-98,
(1997-98 $m).
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National Accounts, Australian Bureau of Statistics.

Gambling and gover nment

The gambling industry is subject to high levels of scrutiny and regulation by government-
appointed regulators. Government oversight of the industry reflects:

its importance as a source of revenue,
the need to keep it free of crime;
the importance of fairness and impartiality in the conduct of gambling; and

the requirement to monitor and control socia impacts of gambling in a time of rapid
change.

The degree and type of gambling regulation across Australian jurisdictions differs
significantly in terms of:

provisions regarding the ownership and supply of gaming machines;
pricing and taxation arrangements; and

systems of regulatory oversight.
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Variations in the regulatory regimes between each of the states reflect attitudinal differences
and contrasting stages of development of the industry. New South Wales, the State with the
longest history of EGM operation in Australia, has the most fragmented and decentralised
approach to regulation. The States that are relative newcomers to gaming, namely Victoria,
Queensland and South Australia, have designed regulatory regimes which exploit technology
to ensure probity. These states have also imposed restrictions on the maximum allowable
number of machines. All of the states maintain some form of control on the number of
machines at particular venues.

The Victorian Government decided to separate the ownership of EGMs from the ownership
of gaming venues by creating two distinct gaming operators. Tattersalls and TABCORP are
the two entities authorised to supply gaming machines to hotels and clubs. In Victoria the
regulatory system has facilitated probity checking, with a view to engendering public
confidence. Machines have been introduced into venues in an orderly fashion. The regime,
as it stands, aso enables central monitoring of gaming transactions and revenue flows, and
has expedited innovation, such as, for instance, the linking of jackpots. Queensland has
awarded eight gaming operator licences and is seeking to replicate aspects of the Victorian
system. New South Wales has granted the TAB an exclusive licence to operate a centralised
monitoring system. It is scheduled to be commissioned on 1 January 2001.

The benefits of Victoria' s EGM duopoly are claimed to be:

m the regulator has extensive knowledge of the gaming operators because both are well
established in the business. This makes it easier to ensure there is integrity and rectitude
in all transactions;

m the licence renewal process (effectively a form of franchise) keeps the two operators
focussed on being successful long-term players; and

m economies of scale are readily attained in the purchase, maintenance and operation of
EGMs. For the regulator, there are also network scale economies in supervision and
monitoring.

However, possible disadvantages of Victoria' s EGM duopoly include:

m the two operators have a considerable degree of power vested in them and may be able to
extract monopoly rents;

m venue owners have little or no choice over the type of machines placed in their premises
and thus have little opportunity to exercise managerial discretion. Thisisin contrast to
the position in NSW where hotels and clubs own the EGMs and thus have full
responsibility. In Victoria, there is aso no scope for proprietors to adjust machine
payout rates in response to competitive forces; and

m most EGM venues invest heavily in facilities, and thus become highly dependent upon
this source of revenue. However, the possibility that the gaming operators could remove
EGMs and transfer them to other venues contributes to a degree of uncertainty in
decision-making, particularly for the smaller clubs.
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Gambling taxation

Gambling is an important source of income for governments, accounting for approximately
10 per cent of own-source revenues across the states (see Figure 3.4). In Victoria, gambling
taxes accounted for 7% of total State government revenue, or 11% of State revenue
excluding Commonwealth grants (see Figure 3.5).?

High gambling taxation has been justified historically as a trade-off for permitting activities

that were previoudly illegal. It has also been described as voluntary taxation since there is no
compulsion on any individual to play and therefore pay.

Figure3.4:  Sourcesof Victorian Government Revenue, 1998-99
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Figure 3.5 gives an Australia-wide breakdown of gambling taxes by type of gambling. While
lotteries account for 12 per cent of gambling expenditure, Figure 3.5 indicates that they
contribute 30 per cent of total gambling taxes. Overal, gaming machines generate the
greatest taxation revenue, contributing 40 per cent of gambling tax revenues nationaly. In
Victoria, the breakdown of gambling taxes by gambling product is:

m  Gaming machines: 54%;

m Lotteries: 22%;

m  Casino: 14%; and

2 The 1998-99 Victorian Budget Papers state that gambling taxesin Victoria account for 7% of State

government revenue or 11% of State revenue excluding Commonwealth grants. The widely quoted figure
of 15% represents gambling taxes as a proportion of total taxes, fees and fines.
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m Racing: 10%.°

Effective tax rates vary between different forms of gambling. Payments to governments
average 33 per cent of lottery turnover and 83 per cent of lottery expenditure (compared to 2
to 5 per cent of turnover and 20 to 37 per cent of expenditure for other mgjor forms of
gambling). Gambling taxation (in particular that on lotteries) distorts the odds facing
participants in the various forms of gambling, and the cost of gambling relative to other
goods and services. Given that lower income households are generally regarded as high
gamers, the taxes are also regressive, with lower income households carrying a greater
burden.

Figure3.5: Breakdown of Australian governments revenue from gambling, by
gambling products, 1996-97
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Source: Commonwealth Grants Commission

Conventional wisdom has it that the demand for gambling products is price inelastic such
that expenditure on gambling is not much affected by increases in the cost of gambling.
However, this is probably less of a truism than it once was because of the proliferation of
alternative, substitutable forms of gambling. There is also more opportunity for supply
across jurisdictional boundaries and through the internet.

Expenditure from the Community Support Fund

When EGMs were introduced in 1992, Section 138 of the Gaming Machine Control Act
1991 provided for the establishment of a Community Support Fund, with the requirement
that 8.33% of daily net balances from hotel venues be paid into the fund.

3 Australian Bureau of Statistics, Catalogue 5506 Taxation Revenue, Australia 1998. Figures cited were the
preliminary figures for 1997-98.
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As at 31 May 1999, the Community Support Fund has allocated funding to projects as set

out in the following table.

Table 3.1:
May 1999

Projects announced for funding from the Community Support Fund as at 31

Program categories

Amount allocated

M etropolitan projects, including: $141,124,809

m  Sports and recreation, including Melbourne Sports Centre and $83,868,593
Royal Park hockey and netball facilities redevel opment

m  Arts, including the Immigration Museum and relocation of the $38,215,609
Planetarium

m  Tourism, including Mebourne Zoo exhibits, Roya Botanic $16,482,657
Gardens Project, Ford Tennis Open prize money and 1998 Port
Phillip Bay bid

m  Problem gambling initiatives $ 655,450

m  Families and youth $ 446,500

m  Other projects $ 1,456,000

Regional —localised benefit, including for our study regions: $31,054,242

m  Geelong $ 1,658,500

m  Mildura $ 636,788

= Wellington $ 824,900

Regional — overall benefit, including rural community development, $33,275,000

hospital capital improvement, youth affairs, tourism, arts and mabile

library programs

Statewide $282,111,792

m  Familiesin crisis, including respite care, parenting, child abuse and $17,335,717
Foodbank programs

m Problem gambling programs, including problem gambling $59,727,269
services, research and an advertising campaign

m  Youth affairs, including youth, homelessness and employment $18,481,360
programs

m  Turning the Tide drug initiatives $99,820,677

m Tourisminitiatives $ 3,466,097

m Artsinitiatives $16,303,672

m  Sport and recreation initiatives $38,680,000

m  Other initiatives, including Centenary of Federation, disability $28,297,000
services capital funding and water safety initiatives

Total $487,745,843
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In our consultations, very few were able to identify the benefits which had flowed to their
region from the Community Support Fund. This is not surprising given that the bulk of
funds have been used to finance State-wide initiatives that are difficult to attribute to a
particular region.

Gaming and community attitudes

Overview

As part of this project, a survey was carried out in October 1999 of one thousand residents of
the Local Government Areas of Dandenong, Geelong, Maribyrnong, Mildura, Moreland,
Wellington (Sale, East Gippsland). The purpose of the study was to determine:

m  Gaming behaviour;

m  Attitudes towards gaming;

m  Consumption behaviour;

m  Feelings of personal well-being;

m  Fedingstowardsthe region they livedin;

m  Factors known to be related to gaming and overall well-being;

m  Therelationship between those factors;

m  Any differences between the regions; and

m  Any differences between the overall study results and known results for the rest of

Victoriaand Australia

Models

Two models were developed statistically. These models explored the relationships between
gambling behaviour, attitudes to gambling, personal well-being and attitudes towards the
local region.

The modelling analysis indicated strong (as expected) relationships between personal well-
being and socia and family life. They also showed that although gambling generally attracts
negative perceptions, is considered a serious socia problem, and a negative influence on the
region, that this set of beliefsis not related to:

m  Feelings of personal well-being;
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m  Personal gaming behaviour;
m Bediefsin the quality of life or economy of the region;
m  Demographics (age, gender, income, occupational level or status); or

m  Responses to the South Oaks Gambling Screen (SOGS). The SOGS is a standard battery
of 23 questions used to measure the prevalence of problem gambling in the population.
Ninety-eight per cent of the population in our surveyed regions achieved a score of four
or less— people with scores of four or less are considered not at risk. This compares
with the findings of state-wide surveys commissioned by the VCGA that 98.5 per cent of
the population are not at risk.*

The study concludes that while many respondents are ideologically opposed to gambling,
this ideology does not influence overall happiness or perceptions of the suburb. This
suggests that views about gaming, and the availability of gaming in a particular region, are
not important drivers of people’'s perception of their suburb. Additionally, for most
respondents, gambling is part of an entertainment mix — respondents may choose to gamble
and thisis generally not related to their quality of life.

Treatment of problem gamblersin the analysis

This study was to determine the effects of gaming and gambling in the normal population.
While problem gamblers were not excluded from the data, they have not been given
particular attention. There were a small number of problem gambler respondents in the
survey and this group is too small to provide meaningful results. Consequently, little
meaningful information may be garnered about problem gamblersin this study.

Gambling behaviour and attitudes

Of the respondents, 51% had gambled in the six months prior to the study. This group
indicated that the primary reason for going to a poker machine venue was to relax, followed
by having a meal and socialising. The perceived quality of the gambling rated seventh
priority. Amongst poker machine players, the most frequently given reason for playing was
for socia reasons, followed by the belief they may “get lucky”, the thrill of winning, and to
make aquick ‘buck’.

The Sxth Survey of Community Gambling Patterns and Perceptions (April 1999) commissioned by the
VCGA and conducted by Roy Morgan Research found that 98.5 per cent of the Victorian population are
not at risk of problem gambling. The seventh survey in this series, released in April 2000 and conducted
in October 1999, found that 99.2 per cent of the Victorian population are not at risk of problem gambling.
This compares with the results of the Productivity Commission’s National Gambling Survey conducted

in 1999 which found that 98.0 per cent of the Victorian population are not at risk, and 97.7 per cent of the
Australian population are not at risk.

23



3.6.5

3.6.6

3.7

kpmgConsulting Victorian Casino and Gaming Authority
Report of the 1999 Longitudinal

Community Impact Study: Main Report

September 2000

Comparisonsto the average Australian

The KPMG Centre for Consumer Behaviour has been tracking the views of Australians by
an ongoing Consumer Monitor Study over the last four years. When compared to the
average Australian, the respondents in the study:

m  Werevery similar on al the major “well-being” questions;
m  Consumed more entertainment;

m  Bought more consumables;

m  Renovated or bought houses more;

m  Bought cars more; and

m Played the poker machines as many times per year.

Variations between regions

While there were some variations between the regions, most are descriptive factors such as
locality, demographics and |eisure combinations with no particular relationship to gambling.

The determinants of regional gaming expenditure

In Supporting Paper No. 2° we have explored econometrically the relationship between net
gaming expenditure in a region and a range of factors, including the size of the region, the
availability of gaming in terms of numbers of venues and machines, and individual demand
factors. The principal findings are summarised below.

Gaming and EGM numbers and venues

The amount of money wagered on electronic gaming machines (EGMs) is positively affected
by the number of hotels and clubs with gaming machines, and the number of EGMs in a
region. Specificaly:

m  a 10 per cent increase in EGMs gives rise to an 8 per cent increase in per capita® gaming
expenditure. This result is obtained using time-series cross-sectional data for Victorian
regions and is lower than the Productivity Commission’s estimate of a 15 per cent per
capita increase, based on Queensland data which used cross-sectional methodology with
no time series component; !

This paper was prepared by KPMG and reviewed by Dr John Shannon, Senior Lecturer in Econometrics,
RMIT University.

Defined as the adult population, 18 years and over.

Productivity Commission, Australia’'s Gambling Industries: Draft Report, 1999. The Productivity
Commission’sfinal report also provided estimates for NSW and South Australia.
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m  whilst a 10 per cent increase in EGM numbers has the same proportionate effect on
gaming expenditure in any region of Victoria, the absolute impact varies. There are also
(empirically verifiable) structural differences in the relationship between net gaming
expenditure, the number of EGMs, and the number of hotels and clubs with gaming
machines, from one region to the next. This means that a given number of poker
machines and venues will lead to different levels of gaming expenditure per adult from
one region to the next. This indicates that there are other factors, not included in our
model, that explain differences in gaming expenditure between regions;

B on average, the opening of a new “pokies’ club (or the introduction of EGMs to an
existing non-gaming venue) holding the number of EGMs in the region constant, causes
a $0.50 increase in quarterly per capita gaming expenditure in the region in question.
The introduction of a new hotel gaming venue results in a $0.56 increase in regional
quarterly per capita gaming expenditure. In other words, redistributing a given number of
poker machines across an additional venue leads to an increase in per capita gaming
expenditure.

Although gaming expenditure is primarily affected by EGM numbers, there is also evidence
of atwo-way flow, with the number of EGMs being influenced, in turn, by the amount of
gaming activity. Tests for exogeneity of the explanatory variable (EGMs) reveal that this
two-way flow has been more pronounced for clubs in recent years, whilst from 1995 to 1997
it was more pronounced for hotels.

In general terms, the result that EGM numbers are not independent of gaming expenditure is
intuitive. Inindividual gaming venues, the number of EGMs in commission is responsive to
the turnover of existing machines: new machines may be installed if financial performance
is satisfactory, or else machines may be removed if profits drop below some benchmark. In
the mid-1990s, gaming machine turnover grew more rapidly in hotels than in clubs, resulting
in the installation of additional machines. The empirical results suggest that this effect may
now have abated. The converseistruein clubs, where the feedback phenomenon appears to
have gathered momentum only recently. This may reflect the removal of machines from
smaller clubs which cannot satisfy minimum turnover or profits criteria set by gaming
operators. It is aso likely that clubs have become more mindful of performance standards
and are now promoting EGM use more vigorously.

Gaming and tourism

Takings from tourist accommodation explain approximately 16.5 per cent of the variation in
regional gaming spending over time. However, the spin-offs to gaming from tourist vacation
nights are generally low. It is estimated that for each additional dollar spent on tourist
accommodation in Victoria, a further 3 cents is bet on poker machines in the local region.
Considering Victorian regions as a whole, gaming does not appear to be a major enticement
for tourist visitation. This result might, however, have been different if we had restricted
analysis to recognised tourist regions.

Gaming and time to game

Expenditure does not appear to be influenced by the number or proportion of non-working
adults in each region. However, unemployment across local government areas has a
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negative and statistically significant impact on gaming expenditure, probably reflecting an
income effect. The unemployment rate explains about 4.8 per cent of the regional variation
in gaming expenditure. In a “typical” Victorian region, a 1 per cent rise in the
unemployment rate reduces quarterly net gaming expenditure by an amount equivalent to
$1.23 per adult.

Gaming and socio economic status

Net gaming expenditure in each region is negatively affected by the number of recipients of
labour market payments and family payments. The result for labour market payments is
consistent with that for the unemployment rate. Two other social security variables,
comprising claimant numbers for other social security payments (eg rent assistance) and for
pension payments, have a positive impact on gaming expenditure.

In a typical Victorian region, each additional claimant of Centrelink payments has the
following effect on gaming expenditure over athree month period:

m pensioners: + $0.07;

m unemployment benefit recipients: -$0.10;
m family payment recipients: -$0.22; and

m other social security payments: +$0.34.

This means, for example, that total gaming expenditure per quarter in a local government
region increases by $0.07 for every additional pensioner in the region. This indicates that the
more pensioners in aregion, the greater the amount of gaming expenditure in that region. In
contrast, our results indicate that the more unemployment benefit recipients in a region, the
lower the amount of gaming expenditure in that region. Therefore, the effect of the number
of welfare beneficiaries on regional gaming expenditure depends on the type of welfare
payment received. If it is aged pensions, then gaming expenditure will be higher, wheresas if
it is unemployment, then gaming expenditure will be lower, al other things being equal.

The regression model does not stipulate that the increase or decrease in spending is the sole
consequence of the recipient’s activities. Rather, it smply finds a statistically significant
relationship between regional gaming expenditure and the number of recipients of particular
types of welfare, without specifying the reason for this relationship. Therefore it is possible,
for instance, that when a claimant receives rent assistance (part of the “other” payments
category), he or she may spend more of his own money but may also encourage other
gamblers to bet more. In this way, the additional amount wagered may be more than the
value of the benefit received. Tests for exogeneity of the social security variables showed
that they were al independent of past and current levels of gaming expenditure in the
regions.

Gaming and attitudes

Indicators of consumer sentiment were calculated for the six principal study regions using
data from KPMG'’s household survey. The most general indicator (which measures people’s
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perception about the performance of their regional economy) was found to explain roughly 7
per cent of the variation in gaming expenditure between the six regions.

There is little economic theory on the determinants and drivers of gaming expenditure,
which makes it harder to model econometrically than other forms of consumption
expenditure. Gaming has also been growing rapidly since EGMs were legalised in Victoria
in 1992, with no downturn yet in sight. In future, when the industry has matured and
cyclical spending patterns have become evident, more information will be available to
explore these relationships.

In addition, it is difficult to measure many of the social and individual characteristics
affecting gaming, such as differences in individual’s entertainment tastes. If these factors
drive gaming expenditure but are not included in econometric models, then the model’s
results will be misleading. For these reasons, our results should be considered as preliminary
and treated with caution. Overall we think there is a strong case for further empirical work
exploring the relationship between gaming supply and gaming expenditure.
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Profile of six regions

A demographic, social, economic, and gaming profile of each of the six regionsis detailed in
the regional profile volumes. Each of these profiles is summarised in the following sections,
and comparisons between regions are made in chapter 5.

Dandenong

The City of Greater Dandenong is a major outer urban centre, 45 kms to the south east of the
City of Melbourne, which has been experiencing a slowing in population growth that is
projected to continue in the future. The City has similar demographic characteristics to the
rest of metropolitan Melbourne, except for its greater ethnic diversity. Compared to the
average for metropolitan Melbourne, the region does, however, have a higher proportion of
couple and single parent families with children, lower educational and income levels, higher
receipt of social security benefits, lower levels of home ownership and car ownership and
higher rates of crime.

The economy of Greater Dandenong is characterised by its strong manufacturing base and its
above average unemployment. It is aregion that has undergone economic decline in recent
years. About half the people of Dandenong believe their economy is doing well and 60%
believe the suburb is good to live in. However, more than half have concerns about safety
and crime. Only half or less of the population believe that the region is better than three
years ago. In general, Dandenong respondents are less positive about their region and less
satisfied than the average of our six regions.

The City of Greater Dandenong has a comparatively high level of EGMs per head, with a
high concentration of EGMs per gaming venue. There is a particular concentration in clubs
rather than hotels. Over recent years, the numbers of machines and venues has been static.
Gaming expenditure has grown in Dandenong from $13.63M in 1992/93 to $85.59M in
1998/99. Average annual gaming expenditure per adult in Dandenong is 54% higher than
the State average.

According to our survey, just over half of Dandenong respondents gambled in the last six
months. Playing poker machines is the most popular form of gambling, with the most
popular venue being a pub or club. While Dandenong gamers patronise the Crown Casino
less frequently than other gaming venues, on average more money is spent per daily visit at
the Casino than elsewhere. Gamers in Dandenong are more likely than those in other regions
to believe they may have alucky win, and many play for social reasons and for the thrill of
winning.

Our survey findings indicate that Dandenong gamers go to gaming venues for a broad social
and entertainment experience, of which gaming is one component. Dandenong gamers spend
less than half the time in gaming venues playing pokies with the majority of gamers
choosing venues on the basis of entertainment value, the social ambience and good meals
and restaurants. More gamers in the Dandenong regions frequent venues because they are
easy to get to than in the other regions, with respondents travelling on average 2km to get to
a venue (0.5km less than in the other regions). The majority of Dandenong gamers arrive at
gaming venues between 4pm and 8pm.
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Gaming appears to be undertaken by a broad range of people, athough anecdota evidence
suggests that older women, people from lower socio-economic groups and people of
Vietnamese origin are high gamers.

Problem gambling is regarded as a major issue by community agencies, and venue operators
in Dandenong have a high awareness of this problem. About 2.4% of residents in Dandenong
are at risk of problem gambling compared to the State average of 1.5%. There was no
statistically significant difference between the percentage of ‘at risk’ residents in Dandenong
compared to our other five study regions. Eleven per cent of all Dandenong residents said
that they, or a member of their family, had at some time experienced difficulties with
excessive gambling, which is in line with the results for our other study regions. More than
onein five of those who gamble in Dandenong indicate personal gambling problems, such as
money arguments centred on gambling and guilt as a result of their gambling, in the last six
months. In Dandenong, very little gambling activity is financed by credit.

During our consultations, the following costs and benefits of gaming were identified.

Benefits

m  Venues with gaming machines are more profitable and have been able to finance
expansion and upgrading of facilities. For clubs, there has also been the potential to
cross-subsidise other activities for club members, whilst generating trading surpluses that
can be donated to welfare groups.

m  Successful venues provide employment, training and new career paths for young people.

®m In some areas, the introduction of EGMs has brought with it significant improvementsin
the appearance of an area and has injected life back into the streets. However, in other
areas, there has been a decline in the retail environment and street amenity, reflecting a
shift in the location of economic activity.

m  For many people, gaming has become a form of entertainment and a means to get away
from the demands of family life and to relax. For others it is an avenue to escape from
other social problems, such as loneliness. The resulting change in the overall mix of
social and recreational alternatives available for peopleis seen by some to be of benefit.

m  Community support agencies have recognised some benefits associated with the
introduction of EGMSs, including the ability for venues to provide donations and
sponsorship to community groups, clubs and charities and an increase in the number of
community support agencies and other health and welfare services funded through
gaming taxes.

Costs

m There are substantial costs to some businesses as a result of the introduction of EGMs.
Non-EGM venues and sporting clubs become less viable and the control over EGM
placements by the two EGM operators can impact on the viability of gaming venues.
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m There is a concern that money generated from machine gaming is going outside the
region, rather than staying in the local community.

m  Eighty per cent of Dandenong residents believe that gaming is a serious socia problem
that does more harm than good for the community and that gaming problems have
become worse in the past three years.

m  Community support agencies consider that family breakdowns and relationship problems
are mgor costs of problem gambling. Additionally, problem gamblers tend to be
diverting funds away from items such as food, rent and school expenses.

Geelong

The City of Greater Geelong is Victoria s second largest population centre. It has many of
the features of a metropolis, but is situated within arural environment.

Geelong has experienced relatively strong population growth in recent years, which is
expected to continue in the future. The City has age, marital status, household structure and
employment tenure profiles that reflect its unique position as a major city within a rural
setting (essentially between the profiles of Regional Victoria and Victoria as a whole).
Compared to Victoria as a whole, Geelong's residents are less ethnically diverse, less
mobile, less well educated and have lower income levels and are high recipients of social
security payments. Crime rates are relatively low and decreasing compared with Victoriaas a
whole.

Geelong is a significant trading port, especialy for bulk grains and petrochemicals.
Manufacturing is the mainstay of the region's economy, accounting for 20.4% of all
employment. Compared to Victoria as a whole, Geelong's workforce has relatively low
levels of labour force participation, high unemployment, high employment in manufacturing
and retail industries and has more tradespersons and elementary sales workers. While
average house prices are above the average of regional Victoria, they have been fairly stable
in recent years. Tourism revenue, is an important feature of the economy and has been
relatively stable. Almost 60% of Geelong respondents believe their local economy is doing
well and 80% believe it is agood place to live. Around 57% believe it is better place to live
now than three years ago. In general, Geelong respondents are more satisfied with their
region and more positive than the average of other regions.

Geelong has a high level of Electronic Gaming Machines (EGMs) and gaming expenditure
per head of population. Over recent years, the number of venues has been static, but the
number of EGMSs has continued to grow. Gaming expenditure in Geelong has grown from
$11.09M in 1992/1993 to $84.92M in 1998/1999. Average annua gaming expenditure per
adult in Geelong is 6% higher than the State average.

According to our survey, just over half of Geelong respondents gamble. Playing poker
machines at a pub or club is the most popular form of gambling. While Geelong gamblers
patronise the Crown Casino less frequently than other gaming venues, on average more
money is spent per daily visit there than at local gaming venues. Gamers in Geglong play
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pokies mainly for social reasons and because of the prospect of a lucky win. Gaming appears
to be especially prevalent amongst older people, and women during the day.

Our survey findings indicate that playing pokies is a part of a broader social and
entertainment experience for Geelong gamers. Geelong gamers spend around a third of the
time in gaming venues playing EGMs with the majority of gamers choosing venues on the
basis of proximity and convenience, good meals and restaurants and perceived entertainment
value. Gamers in Geelong travel an average of 2.5km to get to a venue. The maority of
Geelong gamers arrive at gaming venues between 4pm and 8pm.

The community regards problem gambling as a major issue in Geelong. About 3% of
residents in Geelong are at risk of problem gambling and 5% of al Geelong gamblers said
that they, or a member of their family, had at some time experienced difficulties with
excessive gambling. Around 15% of Geelong’'s gamblers have had negative gambling
experiences, such as money arguments over gambling.

During the course of our consultations, the following costs and benefits were identified with
gaming in recent years.

Benefits

m  The benefits of gaming for Geelong are mostly felt by venues with EGMs and
individuals who have enjoyed greater employment opportunities as a result of the
liberalisation of gaming. The venues now offer improved service facilities and
employment and training opportunities for some employees.

m  Gaming venues provide older people with a safe, accessible environment, which
increases their leisure options.

m  Gaming venues provide donations to sporting clubs, although the benefits of this must be

weighed against their inability to compete with gaming venues.

Costs

Some venues believe that one of the costs of the introduction of EGMs has been the
increasingly negative perception in the community towards gambling and the stigma
associated with machine gaming as a form of recreational activity. That said, there has been
a rapid expansion of machines and some people are critical that this is reducing, not
increasing, leisure options.

Community support agencies have identified costs for individuals of the introduction of
EGMsto include:

m financia problems;
m interpersonal and family problems; and
m heightened emotional problems, self-loathing and aloss of control.
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Maribyrnong

The City of Maribyrnong is an established residential and commercial centre approximately
7 kilometres to the west of the Melbourne CBD. Recently, parts of the City have undergone
a considerable change in land use and residential profile. The inner west and areas close to
the Maribyrnong River are being redevel oped as high density living and are attracting young
skilled and professional residents.

The resident population is forecast to grow only marginally over the coming ten years,
despite the forecast housing growth for the area. There is an increasing concentration of
young adults and aged residents within the City. Residents of Maribyrnong are more likely
to be overseas born (with a high proportion of Vietnamese residents) than the Victorian
average and there is a comparatively high and increasing proportion of single person and
sole parent households. Maribyrnong residents are on average relatively mobile, less well
educated than the Victorian average and their income is lower, with high proportions of
residents in receipt of social security payments and living in privately rented or government
housing. Maribyrnong residents typically have fewer cars and are more likely to use public
transport. The City has avery high crime rate compared to the rest of Victoria.

Maribyrnong has a comparatively low rate of participation in the workforce and the
unemployment rate is substantially above the State average. Employment has declined in
Maribyrnong, with a marked decline in the proportion of residents employed in
manufacturing from 1991 to 1996. The resident population is principaly employed in
unskilled and labour-related roles. However the proportion of residents engaged in
professional and managerial roles increased from 1991 to 1996, possibly reflecting
gentrification of the suburb, which is confirmed by increasing house pricesin the region.

Just over half of the people in Maribyrnong believe their local economy is doing well, and
almost 70% believe the suburb is good to live in. Crime and safety are important concerns,
more so than in the other regions. Around half the population believes things are better than
in the past.

The City of Maribyrnong has a very high concentration of Electronic Gaming Machines
(EGMs) and gaming venues. Expenditure on gaming in the City of Maribyrnong has
increased from $12.89M in 1992/1993 to $53.25M in 1998/1999. Average annual gaming
expenditure per adult in Maribyrnong is 92% higher than the State average and the highest of
the six regionsin our study.

According to our survey, haf of Maribyrnong residents gambled in the last 6 months.
Playing poker machines is the most popular form of gambling, with the most popular venues
being pubs and clubs. Maribyrnong gamblers patronise Crown Casino to play table games
more frequently than residents in the other regions surveyed. Maribyrnong gamers tend to
frequent local venues on average travelling 1.9km to a venue, or access Crown Casino via
the free courtesy bus.

Our survey indicates that Maribyrnong gamers spend less than half their time in gaming
venues playing pokies, with the maority of gamblers choosing venues on the basis of
proximity, good meals and restaurants the entertainment offered and because it is a good
place to relax. Compared to respondents in the other study regions, more gamers in
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Maribyrnong frequent venues because they have ‘lots of pokies. The majority of
Maribyrnong gamblers arrive at gaming venues between 4pm and 8pm. Anecdotal evidence
suggests there is a high participation in gaming among older people during the day and
younger people at night.

Problem gambling is regarded as a serious issue in Maribyrnong. About 3% of gamblersin
Maribyrnong are at risk of problem gambling, and about 17.5% of all Maribyrnong residents
said that they, or a member of their family, had at some time experienced difficulties with
excessive gambling. These two results were significantly higher than the State average, and
the average across the six regions in our study. Almost 35% of Maribyrnong gamblers
gambled more than they intended to and almost 30% have had money arguments centred on
gambling. Thisis consistent with the high incidence of gaming in an area of low income and
high unemployment. While venues claim to take into account self exclusion, they noted
difficulties in identification of problem gamblers. Community agencies noted the
detrimental effect of gambling on family life and finances.

During the course of our consultations, the following costs and benefits of gaming were
identified.

Benefits

Gaming venues argued that there are identifiable benefits associated with the operation of
EGMs:

m The positive effects of gaming machines were noted in all venues with increased profits
enabling them to upgrade their facilities and offer more services to members and
consumers.

m  Most venues were also positive about the effect of the EGMs on social opportunities for
gamers looking for an “entertainment package” and for members of the genera
community, who would have lost the services offered by the clubs, had it not been for
the boost to viability provided by EGMs. Club venues point to the fact that they offer a
safe, comfortable environment for members and guests. The venues often offer free
access to sporting and recreational facilities. Additionally, other social sub-clubs
(basketball, golf, football, bowls and ethnic-based clubs) have been developed, to operate
within the clubs.

m |t was noted that there have been improved social opportunities for women and elderly
people in particular, through the provision of a safe licensed venue. The safety of these
venues tends to attract older people, particularly women, who feel more comfortable due
to the presence of security and the non-threatening nature of gaming (as opposed to a
hotel where drinking is the primary form of entertainment or means of socialisation).
Socia interaction with staff can also be important to older people with limited social
opportunities.

m  Many venues (particularly clubs) emphasised the support of a number of local clubs,

which would not have been possible without EGMs and the additional revenue they
provide. This not only included clubs internal to the larger club (sub-clubs) but also
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external organisations such as the local football or cricket clubs. In part this support
might be seen as promotional in that it could encourage people to use the venue more.
One club advised that it donates 10% of pre-tax profits into a community support fund
from which donations are made to local charities and groups.

Costs

While some community organisations recognise a positive role for gaming venues in terms
of social opportunities, most see these as being outweighed by the consequences of problem
gambling. Problem gambling is considered to be the maor cost of gaming in the
community. Few community organisations recognised benefits to the area from
contributions from the Community Support Fund.

The negative economic effects observed in consultations related to the diversion of
discretionary spending from other local businesses to EGM venues. In practice, identifying
the effect of EGM venues on local business is virtualy impossible. A range of factors will
have influenced business activity in Maribyrnong, including general economic conditions,
other social and economic problems (e.g. drugs, unemployment) and consumer preferences
in the area (e.g. caused by an ageing population).

Mildura

Mildura is a city in northwestern Victoria, which has enjoyed strong economic growth in
recent years. In contrast to many rural areas in Victoria, the population of Mildura has been
increasing at a faster rate than Victoria as awhole, and is projected to continue to do so. As
with other rural regions, it has a higher proportion of young and aged people, and a higher
proportion of married couples, although this is declining, as is the proportion of households
consisting of couples with children. The residents of Mildura are more likely to be
Australian born and to be Christians, than the average of the other regions. They are
generally more mobile than Victorians as a whole but are less well educated and have lower
incomes, and in recent years there has been an increase in numbers of social security
recipients. Mildura has a lower crime rate than Victoria as a whole, but this has been
increasing in recent years.

Mildura would appear to have a relatively buoyant local economy, particularly in
comparison to other Victorian rural regions. However, in common with other rural regions,
its labour force participation rate is slightly below that of Victoria as a whole and its
unemployment rate is above the State average. Its workforce is concentrated in agriculture,
forestry and fishing and in retail trade. Reflecting these industry concentrations, there is a
relatively high proportion of the workforce who work as managers and administrators
(including farm owner-operators) and as labourers. House prices and sales are relatively
high and tourism continues to provide considerable value to the local economy.

More than 75% of Mildura respondents believe their region is good to live in, and over 60%
believe the economy is doing well. Crime and safety are lesser issues than in the average of
the six regions. About 55% believe that things are better than three years ago. Mildura
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respondents are happier and more positive about their region than respondents in other study
regions.

Mildura has a comparatively low number of EGMs per head and a low concentration of
EGMs per gaming venue. Over recent years, the number of venues has been static and the
number of machines has been slowly increasing. However, Mildura does face considerable
competition for gambling revenue from NSW venues. Gaming expenditure has grown in
Mildura from $3.53M in 1992/1993 to $16.99M in 1998/1999. However, annua gaming
expenditure per adult in Mildura is 94% higher than the average of non-metropolitan LGAS
but is 11% lower than the State average.

In our survey, 56% of respondents in Mildura gambled in the last 6 months. Playing poker
machines is the most popular form of gambling, with the most popular venue being an RSL
club. While gamblers in Mildura patronise the Crown Casino less frequently than local
gambling venues, on average they spend more money there per daily visit. Mildura gamblers
spend approximately athird of their time in gaming venues playing pokies, with the majority
of gamblers choosing venues on the basis of the restaurant, to relax and because it is a good
place to socialise. Gamblers in Mildura travel 3.2km on average to get to a venue (0.9km
more than in the other regions). The mgjority of gamblers arrive at gaming venues between
4pm and 8pm. Anecdotal evidence suggests there is high participation in gaming among the
elderly, Aborigines, unemployed and welfare recipients, farmers and labourers and low
income workers from ethnic backgrounds.

About 1% of residents in Mildura are at risk of problem gambling, and 8% of all Mildura
gamblers said that they, or a member of their family, had at some time experienced
difficulties with excessive gambling. In our survey, Mildura respondents had fewer negative
experiences with gaming than in the other regions, athough the number of problem gamblers
continues to grow, with increasing numbers of clients at problem gambling services, and
substantial community concern regarding problem gambling in the Aboriginal community
and among farm families.

During the course of our consultations, the following costs and benefits were identified with

gaming in recent years.

Benefits

Venue operators were generally of the view that the introduction of EGMs had a number of
significant benefits for the Mildura community, including:

m  Significant economic flow-ons through increased levels of expenditure on food, beverage
and entertainment at licensed venues,

m  Increased employment in licensed venues; and

m Increased financial support for community, sporting and charitable associations through
the distribution of profits from EGMs.
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A number of attendees at public meetings indicated that the community had benefited
through the availability of improved entertainment and recreational facilities and services.
Further, with the introduction of EGMs, the flow of money across the border to NSW
licensed venues had reduced significantly, so that gambling expenditure by Mildura residents
now stayed in the local community.

Costs

Venue operators generally did not highlight many perceived costs associated with the
introduction of EGMs, however a few did recognise that there had been an increase in social
problems associated with problem gamblers. Also, the introduction of EGMs in Mildura had
had a significant negative impact on the trading performance of NSW border clubs due to
increased competition.

Some local tourism operators said that since the introduction of EGMs in Victoria, there had
been a significant decline in the number of tourists coming to Mildura to play the poker
machines in NSW licensed clubs over the border. However, official statistics indicate that
tourism accommodation takings in Mildura have continued to grow from the mid-1990’s
(although the number of establishments has declined).

Community service organisations highlighted a range of perceived costs associated with the
introduction of EGMs including:

m increased incidence of problem gambling amongst at risk groups such as the elderly,
welfare recipients, Aborigines, and the unemployed;

m increased incidence of socia problems within family units such as domestic violence,
homelessness, food shortages and a lack of financial resources to meet the normal costs
of living;

m increased demand for community support services, which has meant that financial
resources are stretched to the limit;

m areduction in social interaction throughout the broader Mildura community; and
m increased crime due to people being desperate to fund their gambling habits. Official

data indicates that there has been an increase in crime, but it is unclear if thisisrelated to
gaming or if it is an on-going feature of the region.

Moreand

The City of Moreland is on the edge of the City of Melbourne, with characteristics of both
the established inner city and the developing outer suburbs.

Compared to metropolitan Melbourne and Victoria as a whole, Moreland has an older
population, which is more ethnically diverse, less mobile and less likely to own or to be
buying ahome. The population is relatively poorly educated and has low-income levels and
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high receipt of social security benefits. The residents of Moreland have lower rates of car
ownership and higher rates of usage of public transport than the State average. Moreland has
alower incidence of crime than the State average.

Moreland is a city with a declining manufacturing base, a comparatively low labour force
participation rate and a high rate of unemployment. Reflecting the city’s gentrification, the
real estate market has been strong.

The residents of Moreland are generally positive about their suburb, both now and compared
to three years ago. Three quarters of Moreland respondents believe their suburb is good to
live in and over half believe it is better than three years ago. More than six in ten feel a
sense of community and feel safe, although just as many believe there is crime within the
suburb.

The concentration of EGMs and gaming venues in the City of Moreland is below the State
average, with some decline in the two years to June 1999. Moreland has the lowest number
of EGMs per thousand adults of our 6 study regions. However, a new large venue recently
opened in Moreland may change this result. We note that many respondents perceive
Moreland as having a high concentration of venues and machines — whilst thisis true for the
suburbs of Brunswick and Coburg, it is not true for the whole region.

Based on VCGA figures, Moreland's expenditure on gaming increased from $8.28M in
1993/1994 to $55.44M in 1998/1999. Annua gaming expenditure in Moreland per adult
was 9% lower than the State average in 1998-99.

According to our survey, haf of Moredand respondents gambled in the last 6 months.
Playing poker machines is the most popular form of gambling, with the most popular venue
being a pub or club. Our survey indicates that gamers in Moreland participate in gaming for
social reasons, and tend to frequent local venues or, more so than other regions, the Crown
Casino (which is relatively close and accessible by public transport). Although the
demographics of gamers vary between venues, anecdotal evidence suggests that most have
an older clientele, especially women, during the day and men at night. Reflecting the high
ethnicity in the suburb, high levels of gaming amongst ethnic groups were reported.

Our survey indicates that gaming is part of a broader social/recreational package. This is
reflected in the fact that most Moreland gamblers spend less than a third of the time in
gaming venues playing pokies, with the majority of gamers choosing venues on the basis of
proximity and convenience and to relax. Gamers in Moreland travel on average 2.4km to get
to agaming venue. The most popular time for arriving at gaming venues is between 8pm and
midnight.

Eight in ten respondents regard gambling as a serious social problem in Moreland. About
1.8% of residents in Moreland are at risk of problem gambling and 13% of Moreland
residents said that they, or a member of their family, had a some time experienced
difficulties with excessive gambling. In the last six months almost 20% of gamblers had
gambled more than they intended to and 17% had money arguments centred on gambling.
However, venues in Moreland did not generally accept that there was a large amount of
problem gambling in Moreland, athough they noted that the brochures and cards provided to
their patrons regarding problem gambling were well utilised. Community agencies and
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gamers at our public meetings identified a high level of problem gambling in Moreland, with
significant detrimental effects on individuals family life and finances. They aso noted that
gamblers are now facing multiple problems leading to crime and fraud.

During the course of our consultations, the following costs and benefits were identified with
gaming in recent years.

Benefits

Participants at the public meeting referred to the cheaper meals and the improved
entertainment and recreational facilities as being a key benefit of the introduction of gaming.
In addition, a number of participants cited the benefit of increased funding of community
sporting and charitabl e organisations due to the distribution of club gaming profits.

Community service organisations could see few benefits associated with the introduction of
gaming apart from the improved availability of entertainment and recreational facilities and
services for the community.

Venue operators highlighted the following benefits as a direct result of gaming:

m urban renewa has gained impetus since gaming commenced; with a move to more
residential developments attracting younger couples and families to the region;

m the venues themselves are modern and more aesthetically appealing than before;

m gaming is leading to benefits for the whole community, including increased employment
and improved services and facilities for members and better entertainment all round.
Any problem gamblers are relatively small in number;

®m increased taxes to government, benefits the community in the longer term.

Costs

Community service organisations and some sections of the community not associated with
gaming venues have serious concerns about the negative impact of gaming on the Moreland
community. While there may be a small number of problem gamblers, these groups consider
that the costs of gambling are huge and reverberate across many affected individuals and
businesses. Family support services indicated that there is an increasing trend in recipients
of social security benefits, requests for emergency and material aid; family breakdowns; and
social dysfunction (which is not conducive to family or community). There are also reported
implications for crime in the community, although it is widely believed that this is mostly
unreported. The community generally feels powerless to overcome gambling problems.

Whilst most venue operators indicated that they had heard of rising unemployment and crime
rates, they challenged the view that these were a direct result of gambling. A number of
venue operators did express some concern about the increased number of venues, which
threaten the viability of other venues as well as providing relatively unrestricted access to
gaming to the Moreland population. A few venue operators also expressed concern about
personal safety of clientslate at night.
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Waellington

The major population centres of the Wellington Shire are the towns of Sale and Maffra. The
Shire’' s population is relatively young, but has been declining in recent years, although it is
projected to grow dightly in the future. A proportion leave the region in early adulthood for
employment and study elsewhere. Residents are more likely to be Australian born than the
Victorian average, and there is a relatively high (but declining) proportion of families
comprising couples with children.

The Shire of Wellington is an agriculturally based economy. There is dightly lower
participation in the workforce, and higher unemployment in Wellington than the State
average. Wellington residents are also generally less well educated than the Victorian
average. Theincome profile of residentsis similar to that for regional Victoria, although less
prosperous than metropolitan areas. The mgjority of people are employed in agriculture,
forestry and fishing, with manufacturing, retail trade and government administration and
defence representing the next largest employment sectors. Despite the presence of the large
oil and gas facilities, the East Sale RAAF Base and Fulham Correctional Centre, some 97%
of businesses in the Shire of Wellington are small.

Only about 45% of people in Wellington believe their local economy is doing well, but 80%
believe the region is good to live in. Crime and safety are less of a concern for Wellington
respondents than the average in other regions. About 49% of residents believe that
Wellington is better to live in now than three years ago, and 39% believe the local economy
is better now than three years ago. In general, Wellington respondents are happier with
living in their region but are less optimistic than other regions about their local economy and
its current state.

The Shire of Wellington has a comparatively high level of EGMs per head, but a low
concentration of EGMs per gaming venue, being more concentrated in clubs than in hotels.
Over recent years, the numbers of machines and venues has been static.

Wellington’'s expenditure on gaming has increased from $0.135M in 1992/93 to $15.448M
in 1998/99. Average annual gaming expenditure per adult in Wellington is 9% lower than
the State average.

According to our survey, 45% of the residents of Wellington gambled in the last 6 months.
Playing poker machines is the most popular form of gambling, with the most popular venues
being pubs or clubs. While Wellington gamblers patronise Crown Casino less frequently
than in other regions, on average they spend more money per visit there than at local gaming
venues. Wellington gamblers spend approximately a third of their time in gaming venues
playing pokies with the magjority of gamblers choosing venues on the basis of the meals,
proximity and to relax. Wellington gamblers travel 3km on average to get to a venue, with
the majority of gamblers arriving at venues between 4pm and 8pm. In our consultations, we
were told gamers generally like to game locally and are more likely to be older people and to
be of lower income levels.

About 0.6% of gamblers in Wellington are at risk of problem gambling significantly lower

than the State average, and 7.8% of Wellington residents said that they, or a member of their
family, had at some time experienced difficulties with excessive gambling. There was
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concern regarding problem gambling from both venues and community agencies. While
requests for material aid have grown, high unemployment, the number of recent
retrenchments from major employers and the influx of high-need single parent and low-
income families seeking cheap accommodation in the region have aso been factors
contributing to thisincrease.

Our consultations identified a number of costs and benefits of gaming.
Benefits
The benefits of gaming included:

m many of the gaming venues in Wellington have undertaken substantia facility
improvements since the introduction of EGMs, with a large amount of money having
been spent on renovations and other building improvements. Some gaming venues also
report that surrounding businesses have benefited from a general increase in trade as a
result of gaming;

m gaming venues employ alarge number of staff and particularly provide opportunities for
young people and part time and casual employment within the local community. The
number of staff employed at the gaming venues visited in Wellington was 60 people;

m socia benefits of gaming include increased opportunities for socialising, particularly for
older women, in a safe environment;

m the sporting clubs within the region, which have introduced el ectronic gaming machines,

report better facilities available for members and a general view that profits from EGMs
is distributed back into the community.
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Costs
The costs of gaming included:

m negative impacts on the trade of retail outlets, such as supermarkets, especialy in the
smaller towns; and

m the socia and financial problems that are caused by gambling, with increased requests
for material aid and counselling services.
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Comparing the community impact of gaming acr 0ss six
regions

Policy context of thislongitudinal community impact study

This first phase of the longitudinal community impact study has coincided with a period of
reassessment of Victorid s approach to gaming. It is also occurring at atime of concern about
the social and economic effects of gaming at the local level.

This concern was reflected in the establishment of the Local Government Working Group on
Gambling, which was formed and convened by the Victorian Local Governance Association
in response to the concern of some local governments at the impact of a proliferation of
gaming venues and machines within their communities. This concern was initially focussed
on local electronic gaming machine venues, particularly in comparatively disadvantaged
areas of suburban Melbourne, and Victoria generally (Victorian Local Governance
Association 1999, p. 5).

Concern about the regional impact of gaming is also reflected in some local councils
decisions to establish responsible gambling policies. For example, the City of Greater
Dandenong has issued a Strategy Plan for Responsible Gaming and Gambling Update Kit,
the Maribyrnong City Council has released a discussion paper on poker machine gambling in
Maribyrnong, and the City of Moreland has issued a Responsible Gambling Strategy. These
policies cover issues such as:

m  how Councils will use their planning powers in considering development applications by
venues providing gambling;

m policies on gambling on Council property; and
m  Council support for problem gambling services.

A view expressed by council representatives in consultations for this project and in
submissions to the Productivity Commission’s inquiry into Australia’'s Gambling Industries
isthat the gambling industry istargeting disadvantaged areas. This has been prompted in part
by the uneven distribution of EGMsin local government areas throughout Victoria. Research
conducted by the Maribyrnong City Council indicates that EGM density is greatest in areas
of lower socio-economic advantage (see Figure 5.1).
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Figure5.1: EGM density and socio-economic advantage by local government area®

SHIFA vs EGM density
1150
M Boroondara :
o Nillumbik
} e
1100 Storni B Baysi
1050 N Yarra Rnges
E Nboﬂe% B Mom Penin
m 1000
n Hobsons Bay
*0 B Darebin
B Gtr Dnong
900
Maribrynong |
850 ‘ ‘ ‘ ‘ ‘ ‘ ‘ ‘
0 2 4 6 8 10 12 14 16
EGVs per 1,000 adults
1 Sacio-economic advantage was measured by the ABS's SEIFA index. The index is constructed from a

range of factors such as unemployment rates, the incidence of one-parent families with dependent
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Source: VLGA 1999, p. 12

Of the six local government regions covered by this study, two— Maribyrnong and
Dandenong — have significantly higher numbers of gaming machines per adult than the
Victorian average, with another two — Wellington and Geelong — being above the State
average. This pattern is also largely reflected in gaming expenditure per adult —expenditure
per person is particularly high in Maribyrnong and Dandenong. The one exception is
Wellington, where the high density of gaming machines per person is not reflected in high
expenditure per person (see Figure 5.2 and Table 5.1). Another region, Moreland, has a high
number of machines and venues in asmall area of the municipality, Brunswick.
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Figure5.2.  Number of EGMs per thousand adults and EGM expenditure per adult
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Four of the local government areas that have been investigated in this study —Maribyrnong,
Dandenong, Moreland and Geelong — have been at the forefront of local government action
and concern about gambling. The Cities of Greater Dandenong, Maribyrnong and Moreland
have developed policies on gambling and made submissions about the local impact of
gambling to the Productivity Commission’s inquiry. The City of Greater Geelong has been
active in opposing 24 hour EGM venues, and testing the power of the Liquor Licensing
Tribunal to consider applications on the basis of the social and economic impact of gaming
(see Supporting Paper No 2).

Despite councils' concerns about the economic and social impact of gambling on their
communities, councils have had limited powers to intervene. Venues that decide to install
gaming machines are only required to obtain a planning permit when poker machines exceed
25 per cent of the total licensed area where liquor can be sold. However, the scope for
council intervention appears to have broadened following decisions by the Victorian Civil
and Administrative Tribunal and the Liquor Licensing Commission that the social and
economic impact of gaming can be considered in planning applications.
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Table5.1: Distribution of gaming venues and machinesin the study’ssix areas

Greater Greater Marib’g Mildura Moreland Wellington

Dandenong Geelong
Number of
Clubs
Small (0-19 0 1(0) 3(5) 1(5) 2(5) 1(5
machines)
Medium (20-49 1(35) 9(323) 2(69) 3(119) 4 (150) 5 (146)
machines)
Large (50+ 9 (686) 6 (465) 3(270) 1(67) 2(109) 1(65)
machines)
Number of
Hotels
Small (0-19 0 1(0) 0 0 0 0
machines)
Medium (20-49 2(70) 5 (154) 2 (104) 1(24) 4 (158) 2 (46)
machines)
Large (50+ 4 (403) 7 (460) 3(316) 1(75) 5(378) 0
machines)
Number of 16 28 15 7 16 10
gaming venues
Total number 1,194 1402 764 290 795 332
of machines
Population 98,564 142,064 49,341 33,947 108,677 30,193
Average 12.11 9.87 15.48 8.54 7.32 11.00
number of
machines per
thousand
adults
Total 85,590,514.00 | 84,921,32 | 53,254,055. | 16,998,17 | 55,442,642. | 15,448,176.00
Expenditure 6.00 00 7.00 00
®
Average 868.38 597.77 1,079.31 500.73 510.16 511.65
expenditure
per adult ($)

Source: VCGA 1999. Number of adults reflects adults over the age of 18. The figures in parentheses are
numbers of EGMs. Notethat it is possible for a venue to have alicence for EGMs from the Authority but
to have no contract with TABCORP or Tattersalls, and thus to have no machines.

The new Victorian Government has announced that regulation of the gaming industry should
secure a more balanced approach to gambling and better protect the community from the
adverse effects of gambling. In February 2000, the Government released a consultation paper
entitled Responsible Gaming in which it sought public comments on various initiatives to
reduce the incidence of problem gambling. The Government’s policies on gambling include
to:

m freeze the number of gaming machinesin Victoria;
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®m impose regional caps on gaming machines;
m givelocal councilsasay in the placement of gaming machinesin their areas,

m compel gaming operators, the casino operator, gaming venues, gaming venue operators,
and gaming machines manufacturers to give players meaningful information;

m |imit 24 hour gaming venues, with bansin regional Victorig;
m give powersto impose limits on advertising;
m  set up anindependent panel to oversee research into gambling matters; and

m strengthen the independence of the Victorian Casino and Gaming Authority (Department
of Treasury and Finance 2000, p. 3).

The Government enacted these policies through the Gambling Legidation (Responsible
Gambling) Act 2000 which came into effect on 10 May 2000. In relation to a greater say for
local councils, the new law will:

m requireloca Councils from the municipal district in which the premises are located to be
informed of new applications, and applications seeking to increase the number of gaming
machinesin their areas;

m alow local Councils to submit their views to the VCGA on the socia and economic
impacts on the community of the municipal district, of applications for new gaming
premises or for increased gaming machine numbers; and

m require the VCGA to consider local Council views when determining the applications for
new gaming premises or increased gaming machines numbers.

The release of the Productivity Commission’s Final Report on Gambling in December 1999
has also brought into the public arena analysis and discussion of potential policy responses to
gambling in Australia. Inrelation to therole of local government, the Commission said:

“To the extent that decisions about gambling accessibility have their predominant impacts at
the level of local communities, this would suggest the need for a collective say at that level. ...
The principle of local communities being consulted has force. The control authority should at
least be required to consult with local communities in making decisions about licence
applications. This could include surveys or, on maor issues, referenda” (Productivity
Commission, 1999, Volume 1, p. 60)

The Prime Minister welcomed the report and stated that he would convene a Ministerial
Council on gambling to achieve a national approach to the challenge of problem gambling.®
The first meeting of the Ministerial Council was held in April 2000, where issues such as the
regulation of internet gambling were discussed.

Prime Minister “National approach to problem gambling”, press release, 16 December 1999.
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It is against this background of local and national concern about the impact of gambling and
the appropriate response by governments, that this longitudinal community impact study is
being conducted. This chapter draws together:

m our findings about the community’ s views of, and participation in, gambling;

m theimpact of the introduction of EGMs and the casino on the economies of the six study
regions; and

m  our findings on problem gambling in the six regions and factors driving expenditure on
gaming; and

The community’s views of gambling

The study found widespread disapproval of gambling
This study has found widespread disapproval of gambling. Across the six regions:

m 81 per cent of people surveyed disagreed with the statement that ‘gambling does more
good for the community than harm’; and

m 82 per cent agreed that ‘gambling is a serious socia problem’.

The study did not find significant differences in views between the six study regions, despite
differences in poker machine density between the regions. However in Mildura, where there
is alower density of gaming machines than the State average and where people have been
exposed to gaming across the border since 1956, people were less likely to hold negative
views about gambling, athough the majority still held negative views. And people in
Wellington held even more negative views about gambling, than the average across the study
regions (see Table 5.2). Wellington has a higher gaming machine density but lower gaming
expenditure than the state average.
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The findings of our regiona study are similar to those reported in the Roy Morgan 1999
‘Patterns’ survey which surveyed community gambling patterns and perceptions across the State.
The 1999 Patterns survey found:

m 77 per cent of people surveyed disagreed with the statement that ‘ gambling does more good
for the community than harm’, compared to 81 per cent in our regions; and

m 80 per cent agreed that ‘gambling is a serious social problem’, compared to 82 per cent in our
study regions.

Our findings are also consistent with the findings of other research commissioned by the
Authority into the impact of gaming at the local level. For example, the study “Impact of Gaming
Venues on Inner City Municipalities” conducted for the Authority in December 1997 found that
70 per cent of all respondents agreed that gambling does more bad than good.

To summarise, our study found:
m  widespread disapproval of gambling in the six study regions;

- consistent with the findings of previous state-wide and local studies;
m disapprova of gambling isfairly uniform across the six regions,

- people in areas of high gaming machine density and high expenditure on gaming
hold similar views about gambling to the state-wide average;

- thereis no evidence of greater concern or disapproval of gambling in the areas with
very high EGM density such as Maribyrnong or Dandenong.

Peoplée’ s views about gaming do not affect their feeling about their suburb

Our study found that the majority of people in the six regions considered that gaming machines
had been bad for their suburb or region. Only 10 per cent of people agreed that ‘electronic
gaming (or pokies) has been good for our suburb or region’ (see Table 5.2).

This view was not affected by the concentration of gaming machinesin an area. For example, the
percentage of people in Maribyrnong and Dandenong who considered that gaming had been bad
for their region was similar to the average across the six regions.

The exception was Mildura where a larger percentage (19%), but till a minority of people,
considered that gaming had been good for their region. The less negative view about gaming in
Mildura may reflect that the residents of Mildura have been exposed to poker machines since
1956, given their proximity to large clubs with EGMs across the border in Wentworth, NSW, and
that Mildura has alow density of gaming machines compared to our other study regions.
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Our study also found no correlation between people’s views about the quality of their suburb,
and their views about the impact of gaming machines on their suburb. For example people who
considered that gaming had had a bad impact on their suburb, were just as likely to agree that
their suburb was good overall, as they were to disagree that it was a good overall.

This finding suggests that the presence of electronic gaming is not a key factor in people’s
assessment of their suburb — other qualities determine people’s views of their suburb. Having
said this, people in Maribyrnong and Dandenong — the regions with the highest concentration of
gaming machines and highest levels of per capita gaming expenditure —were less likely to rank
their suburb as good overall, than the average of people in the six regions as awhole.

However, it is difficult to draw any conclusions from this, given that people in Geelong and
Wellington — also regions with higher than average gaming machine density — were more
likely to rank their suburb as good overal, than the average for the six regions. We found that
people who had a good family life, who went to pubs and clubs frequently and who were positive
about the local economy, were most likely to believe that their suburb was a good place to live.

Other evidence that gaming machines are not a key factor in people’ s assessment of their suburb
is provided by people's views of their region over time. In al of the six study regions, the
number of gaming machines increased over the three years to September 1999, when our survey
was conducted. Despite the finding that people considered that gaming had been bad for their
region, in four of the six regions there were more people who considered that their suburb was
better than it was three years ago. For example in Maribyrnong, where the number of gaming
machines increased from 735 to 771 in the three years to June 1999, 37 per cent of respondents
agreed that their suburb was better to live in now than three years ago, compared to 27 per cent
who disagreed. If gaming machines were a primary factor in people’s assessment of their suburb,
then we would expect that negative views about gaming machines combined with an increase in
gaming machines would trandate to people feeling more negative about their area as a place to
live.

To summarise, our study of the six regions found:

m no correlation between people’s views about the quality of their suburb, and their views
about the impact of gaming machines on their suburb; and

m the presence of electronic gaming is not a primary factor in people’ s assessment of their
suburb or region.

Despite community disapproval, thereiswidespread participation in gambling

Despite community disapproval, our study has found widespread participation in gambling in the
six regions. While 81 per cent of people considered that gambling did more harm than good,
51 per cent of people participated in gambling over the last six months. Gamblers appear to
manage the paradox that, on the one hand they believe gambling is bad and on the other hand
they indulge in it. A surprising feature of our study was that there was little difference between
regions in the proportion of people participating in gambling, the frequency with which they
game and their reported gaming expenditure (see). While table 5.3 shows differences in results
between regions, very few of these differences were statistically significant, and therefore in most
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cases we cannot conclude that a particular region is different from the group. The only exception
was Wellington where people spend less time playing poker machines than the average.

This finding that there were few statistically significant differences between the regions in terms
of gambling patterns is surprising given the large differences in gaming machine density between
the regions. Itisaso at odds with the data provided by the Authority showing large differences
in gaming machine expenditure by region (see Figure 5.2). It seems likely that our samples of
167 respondents in each region may have been too small to pick up differences in gaming
patterns between regions.

To summarise, our study of six regions found:

m  half of those surveyed participated in gambling, despite widespread disapproval of gambling;
and

m no significant differences in gambling patterns between regions, although this may reflect
that our sample size was too small to pick up such differences.
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Most people play poker machinesfor social and entertainment reasons

Our study found that most people played poker machines for social or entertainment reasons,
rather than out of compulsion or to make money, and that this finding applied to all of our study
regions (see Table 5.4). The most commonly cited reason for playing pokies was for social
reasons or to see friends. Playing poker machines was part of a broader social experience which
included having meals, rather than being an end in itself. This is reflected in the fact that the
majority of respondents had a meal the last time they played the pokies, and that of the time spent
at the venue, less than half was spent playing pokies. In addition, players selected a particular
venue because of qualities such as the meals, more often than qualities associated with the
gambling experience.

The magjority of players said that they had enjoyed themselves when last they played the pokies,
even though only about 20 per cent said that they had had good luck, also supporting the view
that people are playing for entertainment reasons rather than to make money.®

When asked how they would spend their money if they hadn’t spent it gaming, few people cited
essentials such as rent, mortgage, bills or credit cards. Across the regions, only 6 per cent of
players said they would use money not spent on gaming for bills and credit cards, and only
2 per cent said they would use it to pay the rent or mortgage. Having said this, 23 per cent of
respondents said they would spend it on ‘groceries or small household items and another
23 per cent said that they would spend it on ‘personal items (eg clothing, footwear)’. These two
categories include essential and non-essential items, making it difficult to draw conclusive
findings about whether gaming is diverting expenditure away from essentials.

Overall, our study has found that despite holding negative views about gambling, the majority of
people choose to gamble, and do so for entertainment reasons. Gaming is a part of the
entertainment mix that people are now seeking. The fact that people are frequenting venues that
offer gaming, rather than alternative venues, indicates that they value this form of entertainment
or the facilities offered by gaming venues.

In this regard, our finding confirms the Productivity Commission’s finding that the main benefit
of Australia s gambling industries is the enjoyment that consumers derive from gambling:

“the benefits of liberalisation of the gambling industries largely comprise the increased satisfaction
that consumers gain from having accessto legalised gambling ...” (PC 1999, p. 31)

Policy implications

Our finding that most people game for entertainment reasons has important policy implications
for how state and local governments regulate for the adverse social effects of gaming. It indicates
that to restrict gaming— by for example re-instituting a ban on poker machines— could

The finding that the majority of people had enjoyed themselves when last they played the pokies is somewhat
at odds with responses to earlier questions in the survey. When asked whether they were satisfied or
dissatisfied with their experience of playing the pokies, on a scale of 1-100 where 100 is very satisfied, the
average response was 47.
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diminish the social and entertainment benefits to the majority of players, who choose this form of
entertainment over alternatives. In KPMG Consulting’s view, this emphasises the importance of
adopting targeted measures that address problem gambling while avoiding adverse impacts on
recreational gamers.

To summarise, our study of six regions has found that:
m  most people play poker machines for social and entertainment reasons; and

m the widespread participation in poker machine playing indicates that people are deriving
recreational benefit fromit;

- and that to significantly restrict access to poker machines, could reduce
these benefits to recreational players.
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| mpact of gaming on thelocal economy of the six study regions

An important part of the terms of reference for this study is the impact of gaming on the local
economies of the six regions. The terms of reference require us to report on changesin:

m  employment patterns;

m the structure of the local economy;

m  expenditure patterns; and

m the economic benefits of the establishment of gaming venues.

The terms of reference also ask us to examine the spatial dimensions of gaming, namely
movements of people in and out of the regions to participate in gaming.

Our study found that people in the regions held diverse and opposing views about the economic
impact of gaming. Some argued that gaming had boosted local economies, pointing to investment
in gaming venues and the expansion in employment in the venues. Others argued that
expenditure in gaming had been at the expense of expenditure in other local businesses, and that,
overall, gaming had drained funds from the local economy because of high levels of taxation and
profits to the duopoly gaming machine owners. This led local governments to question whether
the growth of the gaming industry was in the interests of their local economy.

In this section we report our findings about the economic impact of gaming in the six study
regions, and draw some conclusions about the appropriate stance of local government towards

the gaming industry from an economic perspective. In the next section we will consider thisissue
from a social perspective, taking into account the adverse socia effects of problem gambling.

I nvestments and employment in the gaming industry

Our study has found that the introduction of gaming has led to significant investment and
employment in pubs and clubs offering gaming in all of the study regions. Examples of the
investments in venues that we saw during our visitsto the six regionsincluded:

m  Mildura the refurbishment of the Gateway Tavern;

m  Dandenong: the multi-million dollar expansion of the Dandenong Club;

m  Gedong: the distinctive redevelopment of the Golf Links Hotel.

- The hotel has been modelled on the Egyptian sphinx, and there are further plans to
construct motel and conference facilities modelled on the Egyptian pyramids;

m  Moreland: the refurbishment of many of the declining hotels along Sydney Road;

m  Waellington: the renovation of the Greyhounds Club; and
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m  Maribyrnong: the expansion of the dining facilities at the Anglers Tavern.

In most cases, venue owners cited the liberalisation of Victoria's gambling policies as an
important factor in these investments.

ABS data provides some indication of the significance of gaming in providing employment in
our study regions. The ABS classifies gaming as one component of cultural and recreational
services. Cultural and recreational services provided 4,619 jobs, or 1.9 per cent of tota
employment in the six local government areas (L GAS) under study. The share of the cultural and
recreational sector in total employment ranges from 1.3 per cent in the City of Moreland to 2.9
per cent in the Rural City of Mildura This ABS employment classification is based on the
industry of the establishment concerned; this total would therefore include persons employed in
purely gaming establishments, and in gaming associated with sporting venues. It aso includes
cinemas, libraries, parks and sporting facilities with no gambling component, while it excludes
gambling employment in establishments primarily concerned with food and drink (these are
included in the classification ‘ accommodation, cafes and restaurants’).

Accommodation, cafes and restaurants (including pubs, taverns, bars and clubs) provide 9,065
jobs, or 3.8 per cent of employment in the six regions being studied. The proportion ranges from
25 per cent in Greater Dandenong to 7.3 per cent in Mildura, with generaly higher
concentrations in the rural cities and shires.

The Victorian Casino and Gaming Authority does not ordinarily have access to data on
employment in gaming establishments. However, a 1996 survey of gaming venues by the
Authority elicited a 33 per cent response rate in a study area which included the LGAs of
Maribyrnong, Moreland, Darebin and Moonee Valley. It found that after alowance for self-
employment, gaming venues provided less than 15 per cent of total food-related, sporting and
cultural employment in those four municipalities. Generalising from these results indicates that
gaming venues provide up to 0.9 per cent of employment in the six study regions.™

To summarise, our study has found substantial investment and employment in gaming venues
since the liberalisation of gaming in 1992.

Gamingisprimarily local

Our study has found that people game locally. On average people travel only 2.5 kilometres to
play pokies, and they are much more likely to play pokies at alocal pub or club than at Crown
Casino. Only 16 per cent of gamers cited Crown Casino as the venue they frequented the most,
with 88 per cent of respondents citing a pub/hotel, a licensed sports club or the RSL as the venue
they visit the most (see Table 5.5).

The finding that gaming is primarily local applied to all six regions. People in Mildura tended to
travel alittle further (3.2 km) to play pokies than people in the other regions, probably reflecting

10 Thisresult is obtained by multiplying the percentage of total food related, sporting and cultural employment

provided by gaming venues (less than 15% based on 1996 VVCGA survey) by the percentage of employment in
the six study regions accounted for by these two categories of businesses (cultural and recreational services -
1.9%, and accommaodation, cafes and restaurants - 3.8%).
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the large geographic area covered by the City of Mildura, and peopl€'s historical association with
clubs across the border in Wentworth.

The pattern of local gaming was also reflected in attendance at the casino. People living in the
two local government areas closest to the casino, Moreland and Maribyrnong, were more likely
to attend the casino than our study average, and people in Mildura and Wellington were less
likely to attend the casino.

Our findings are similar to those found by earlier regional studies, and the state-wide trends
evident from the Patterns survey. The Patterns survey found that across the state, most people
travelled less than five kilometres to play poker machines, and were three times more likely to
play pokies at clubs or hotels than at the casino. The 1997 study commissioned by the Authority
on the impact of gaming venues on inner city municipalities found that 73 per cent of the most
recent gambling activity was undertaken in EGM facilitiesin local pubs and clubs, 24 per cent on
EGMs at the Casino and 3 per cent on other gambling forms at the Casino (VCGA 19973, p. 4-5).

As part of exploring movements by people between regions to game, we explored the link
between gaming and tourism. Figure 5.3 compares the size of the tourism industry in each of our
six regions (as measured by takings from tourism accommodation) and shows that there is
significant variation between the regions, with Mildura and Geelong being important centres for
tourism. In our econometric work we tested whether gaming expenditure in a region was
affected by the level of tourism. We also tested whether the availability of gaming provided a
boost to tourism. The econometric work was based on data for al Victorian regions, and
therefore the findings relate to all of Victoria, not just the six study regions.

Figure5.3: Takingsfrom tourism accommodation, 1996-97
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Source: ABS
We found that the greater the amount of tourism in a particular area, the greater the amount of

gaming expenditure. However the effect was quite small: for each additional dollar spent on
accommodation, only a further three cents was bet on poker machines.
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We did not find that gaming boosted tourism. The amount gambled in a region did not affect the
overall bed occupancy rate, the level of employment in hotels and motels or the amount spent on
accommaodation. This finding is consistent with our conclusion that people game locally, rather
than travelling to other regions to participate in gaming.

This finding may aso be influenced by the widespread availability of gaming following the
liberalisation of gaming in 1992. It is likely that we would have found that gaming contributed to
tourism in border areas such as Mildura when poker machines were only available in NSW.
Indeed tourism operators in Mildura and gaming venue operators across the border said that,
prior to 1992, Mildura had been an important accommodation base for people gaming at clubsin
Wentworth, NSW.

In this regard, our findings mirror those of another recent study commissioned by the Authority,
“The Impact of the Expansion of Gaming on the Tourism, Entertainment and Leisure Industries’
(VCGA 2000b). That study concluded that there was no appreciable relationship between the
introduction of EGMs to hotels and clubs and international and interstate tourism apart from
border destinations. However, the study found that the introduction of EGMs to clubs and hotels
in Victoria appeared to have contributed moderately to a reduction in cross-border leakage of
gaming revenue particularly from the NSW Murray border clubs.

To summarise, our study has found:
m people gamelocally;
m gaming does not provide a substantial boost to tourism;

®  most expenditure on gaming is spent in the gamer’slocal economy.
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Impacts on other businesses

Findings of our consultations and consumer survey

Many of the traders not involved in gaming who we consulted argued that gaming had attracted
money away from their businesses, with adverse economic consequences. For example, members
of the Glenroy Chamber of Commerce (part of the City of Moreland) stated that they had noticed
reductions in sales of consumer durables which they attributed to rising expenditure on gaming.
A member of the Chamber who owned a café commented on the difficulties in competing against
the subsidised meal prices offered at poker machine venues. Officers of the City of Dandenong
said that local traders associations had reported a decline in sale of whitegoods coinciding with
the introduction of the gaming machines.

Businesses most affected by the introduction of poker machines were those that competed most
closely with pokie venues. The most obvious examples were the clubs in Wentworth, across the
border in NSW from Mildura, which had suffered substantial reductions in visitation following
the liberalisation of poker machinesin Victoriaand SA.

Owners of hotels said that the hotel market was now divided into three main groups —pokie
pubs, entertainment pubs and ‘dining’ pubs. The old style corner pub that failed to offer these
extra qualities was losing patrons to competitors. Hotel owners were not claiming that they had to
install poker machines — some argued that they were operating in a different market niche, such
as providing live entertainment, and were not competing against poker machine venues.

In some cases, the liberalisation of poker machines had had unexpected effects. For example, a
member of the Geelong Chamber of Commerce said that it led to a realignment of the football
leagues in the Geelong region. The league which previously had lower quality players was now
in a position to pay players more than the leading league, because it had become more profitable
following investments in poker machines.

Our consumer survey also provides some insights into how the introduction of gaming has
affected people' s expenditure patterns. Gamers were asked what they would spend their money
on if they hadn’t spent it on gaming. The most frequently cited responses were:

m groceries or small household items (23 per cent);

m  personal items, such as clothing and footwear (23 per cent);

B not spent it/saved it/put it in the bank (20 per cent); and

m other entertainment or recreation activities (19 per cent).

Interestingly, only 4 per cent of gamers said they would put the money towards major household

goods (eg TV or refrigerator), in contrast with traders perceptions that gaming had taken
expenditure away particularly from consumer durables.
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Our finding of significant investment in gaming venues, combined with perceptions by some
other traders that gambling is eroding their sales, is broadly in line with the findings of previous
studies commissioned by the Authority. For example, the Authority’s 1999 “Hotel and Club
Industry Gaming Impact Study” concluded:

“The introduction of EGMs into Victoria has had maor impacts on gaming venues. The most
obvious impact has been the increased revenue directly attributable to EGMs. ... Hence, gaming
venues have a significant financial advantage which has allowed them to make substantial
improvements to buildings and facilities resulting in improved opportunities for patrons. However,
the impact of the introduction of EGMs into Victoriais somewhat less clear for non-gaming venues.
Consequently they are less likely to have made improvements to buildings and facilities resulting in
limited improvements in opportunities for patrons when compared to gaming venues.” (VCGA
1999b, p. xiii).

I solating the impact of gaming from other economic factors affecting businesses

There is little doubt that the scale of investments and expenditure in gaming over the past seven
years has impacted upon the economies in the six study regions. However, as with any economic
change it is difficult to precisely measure the magnitude of these effects, and their specific
causes. For example, it is difficult to determine to what extent the growth of gaming venues
reflects this policy change, and to what extent it reflects that consumers throughout Australia are
spending a greater share of their income on entertainment.

Similarly it is difficult to assess the extent to which the decline in participation in a particular
community association reflects competition from poker machine venues or a broader trend away
from participation in community associations. In the same vein, the Glenroy Chamber of
Commerce, which represents traders in a strip shopping centre in Moreland, noted that it was
difficult to determine whether any declines in business they observe are due to expenditure on
gaming or other developments such as expansion of the Highpoint shopping complex.

Nevertheless, many economists would argue that it is inevitable that a significant increase in the
size of one industry, such as gaming, will draw resources from other industries, and a significant
increase in expenditure on a new industry, like gaming, will be reflected in lower expenditure on
the goods and services produced by other industries. Expenditure on other industries may not be
lower in absolute terms, but it will be lower in relative terms —relative to what it would have
been if the gaming industry did not exist. The overall growth in the economy may mean that
industries competing with gaming are still larger in 2000 than in 1992, but they would have been
even larger in the absence of their new competitor, the gaming industry.

A previous study commissioned by the Authority (VCGA 1997d) found that the Victorian retail
sector had grown alongside growth in gambling expenditure. The study found that Victorian per
capita retail expenditure rose from $5,242 in 1989-90 to $6,765 in 1995-96, an increase of
$1,523. Over the same period, per capita gaming expenditure rose from $198 to $581, an increase
of $383 (VCGA 1997d, p. ii). This evidence would indicate that over the six years to 1995-96,
economic growth combined with a reduction in household savings, enabled both gaming
expenditure and retail expenditure to expand.
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Economists often use general equilibrium models to identify the impact of changesin a particular
industry on all other industries in the economy, and the Productivity Commission used this
approach in its inquiry. An important finding of the Commission was that the demonstrable
growth in the gaming industry over the last decade and the investment and employment
associated with it, significantly overestimates the effect of gaming on the economy. This is
because it does not take into account the negative effect of the growth in gaming on the output
and employment of industries that compete with gaming (both for the consumer dollar and for
inputs to production). When this factor was taken into account in the Commission’s study, the
economic benefits of gaming were considerably smaller. The Commission concluded:

“The net outcome, deducting estimated costs of problem gambling from net consumer benefits
(including tax transfers), ranges in aggregate from a net loss of $1.2 billion to a net benefit of
$4.3 billion for 1997-98.” (PC 1999, p. 31)

In our study we considered whether general equilibrium models could shed light on the economic
effects of the introduction of gaming at the local level. One drawback is that these models are
highly aggregated, both at an industry level and at a geographic level. To make findings at alocal
level and to draw differences between regions, it would be necessary to develop a data set on
industries and consumption patterns disaggregated to the local level. This was beyond the scope
of this project. We discuss the results of another study commissioned by the Authority to
measure regional impacts in section 5.3.4.3.

Policy implications

The views of local traders that gambling is harming their businesses led parties we consulted with
to question whether governments should intervene to curb the growth of the gambling industry.
There are many aspects of this question:

m  First, should governments intervene to influence consumer expenditure?

m  Second, given the significant share of gambling expenditure which goes to the state
government and gaming machine operators (TABCORP and Tattersalls), should government
intervene to stop this leakage from the local economy?

m Third, should government curb gambling to limit the economic and socia costs of problem
gambling, such asincreased demand on welfare agencies?

Diversion of spending from local businesses

Considering the first point, in KPMG Consulting’'s view, changes in consumer expenditure
following the introduction of gaming does not of itself justify government intervention. The
economy is constantly undergoing change in response to changes in consumer tastes, technology,
productivity and prices. The rise and fall of industries is a feature of a dynamic economy. To
dampen these effects would be to deny consumers the benefits of using their money in the way
that gives them greatest material pleasure.
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Having said this, the liberalisation of gaming has probably had a more dramatic economic effect
than other changes because of its previous prohibition. Whereas other industries have been able
to steadily grow or contract in response to evolving consumer tastes, this was not the case for the
gaming industry and its competitors, given the prohibition on gaming. As a result, when policy
was liberalised, gaming and competing industries went through a * catch-up’ period causing rapid
adjustment.

To some extent broader economic developments have helped to cushion the effect of these
changes on competing businesses. In particular, the overall expansion in the economy and the
rising share of income devoted to entertainment and leisure provided a stimulus to businesses that
were feeling the effects of competition from gaming venues. For example in Maribyrnong where
the increase in gaming venues has been most pronounced, the unemployment rate has fallen from
18.9 per cent in 1996 to 14.6 per cent in 1999. It is likely that an improvement in local economic
conditions has contributed to this, which would also have provided a stimulus to businesses
competing with gaming venues. In addition the adjustment pressure created by the rapid
expansion in the gaming industry is likely to moderate over time as the industry matures and, if
as expected, growth in consumer expenditure on gaming stabilises.

Given that the impact on other businesses of the expansion in the gaming industry largely reflects
changes in how consumers want to spend their money, KPMG Consulting considers that the
impact on other businesses is not in itself a reason why governments should seek to curb the
growth of the gambling industry. This is not to deny that local and State governments may wish
to curb the growth of the gaming industry for social reasons — an issue we explore in the next
section.

Leakages from the local economy as a result of taxation and appropriation of profitsto
TABCORP and Tattersalls

During our consultations, some parties questioned whether governments should curb the growth
of the gaming industry because of the high levels of taxation and the appropriation of profits to
TABCORP and Tattersalls. Our consultations revealed considerable concern by local
governments and local traders that gaming machines were draining funds from the local
community. This concern was greatest among councils with a high concentration of gaming
machines, and reflected concerns about the uneven incidence of gaming machines by local
government area, and their concentration in areas of high unemployment (see Figure 5.1).

Councils and local traders were concerned that gaming machines led to a leakage of funds from
the local community because of the significant share of gaming machine revenue that was taxed
or appropriated by the machine owners, TABCORP and Tattersalls.

Councils were concerned that the uneven taxation of local communities through gambling taxes
was not matched by distributions of gambling taxes through the Community Support Fund. As
discussed in chapter three, most payments from the Community Support Fund are used to fund
large government programs such as Turning the Tide drug initiatives, the benefits of which flow
to people in al regions and are difficult to apportion at a loca level. For example, in its
submission to the Productivity Commission’ sinquiry, the City of Dandenong said:
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“Contribution to the Community Support Fund from gaming activities in the six hotels in Greater
Dandenong is conservatively estimated at $2.5 million annually. ... The Greater Dandenong
community benefits from statewide projects such as the Turning the Tide Drug Initiatives program,
gambling and financial support programs, and the various family support and youth homelessness
programs funded through the CSF. However information about the proportion of these statewide
programs allocated to the Greater Dandenong community is not available or very difficult to obtain
from the Departments which administer them. Improved reporting systems need to be developed
and such information incorporated into local economic and social analysis of gaming. In addition,
the only identifiable local allocation from the reports supplied by the CSF from total State
allocations for projects so far, is $100,000 for the construction of a Community Hydrotherapy
Centre at the Dandenong Valley School. A better process for identifying and returning the
Community Support Fund revenue to the Greater Dandenong community could be developed.”
(City of Dandenong 1998, p. 8-9)

The issue of leakages from local communities raises policy gquestions beyond the scope of this
study, namely the level of gaming taxation and the decision of past governments to alow
TABCORP and Tattersalls to be the exclusive suppliers of gaming machinesin Victoria. Changes
in these policies could increase the percentage of takings returned to gamblers, possibly reducing
leakage effects. The Victorian Government will be reviewing these issues as part of the
forthcoming National Competition Policy Review into the legidation regulating the gaming
industry.

It isimportant to recognise that ‘leakages are an inevitable part of an integrated economy. There
is leakage and investment. Profits from the gaming industry are distributed to companies and
shareholders outside the local region, but these companies have also made significant ‘injections
through investments in gaming venues in the local region.

The spatial separation of production and consumption is also afeature of an integrated, trading
economy. People live in one area, work in another, and spend their income on goods and services
produced anywhere in the world. Thisis reflected in our regional profiles which found that
people working in our study regions came from awide range of municipalities, and people living
in our study regions worked in awide range of municipalities (see Table 5.6). Table 5.6

To constrain people to only spend their money on goods and services produced in their local area
would severely reduce material living standards.
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Table5.6: Dandenong — a case study of movements to and from the community to work and
live
Origin-Destination Matrix
Number of workers
Work in LGA: Livein Livein LGA: Work in
Dandenong Dandenong

Greater Dandenong 16,046 Greater Dandenong 16,046
Monash 6,830 Casey 14,005
Kingston 6,641 Monash 4,428
Melbourne 3,661 Frankston 4,383
Knox 1,715 Kingston 4,048
Casey 1,428 Knox 3,451
Glen Eira 1,247 Cardinia 2,167
Stonnington 975 Mornington Peninsula 2,067
Whitehorse 842 Y arra Ranges 1,536
Port Phillip 838 Whitehorse 1,364
Bayside 723 Glen Eira 1,298
Yarra 646 Bayside 976
Frankston 580 Maroondah 906
Boroondara 578 Boroondara 804
Maroondah 313 Stonnington 681
Other 1,664 Other 3,733
Total 44,727 Total 61,893
Source: Census 1996, Working population profile, Journey-to-Work study areas

If gaming were prohibited or in other ways restricted, it is not clear whether this would lead local
residents to spend more or less of their income locally. People might increase expenditure on
other forms of entertainment such as films, a share of which is appropriated by foreign film
companies and actors. Alternatively, people might spend more of their income on goods, most of

which are produced outside the local region, given economies of production.

Reducing the level of gaming taxation or increasing competition in the gaming industry by
removing exclusive franchises, would increase the living standards of local playersif it reduced
the cost of gambling.* This would probably have positive spin offs for the local economy, as
higher disposable income led to more expenditure, including expenditure on goods and services
produced in the local region. This positive effect would need to be balanced against the possible

11

The comment that reducing the cost of gambling would increase the living standards of gamblers follows from
microeconomic theory and applies to reductions in the price of al goods and services, not just gambling. A
reduction in the price of agood or service (all else being equal) increases living standards because it means
that a consumer can purchase the same bundle of goods and services as previously, and have money |eft over.
It isthis money left over as aresult of the price reduction (and the additional goods and services that it could
finance) that gives rise to the higher living standards. However, three qualifications to this statement are that:
= we have not considered the impact on living standards of taxes that replace the taxation revenue
previously raised by gambling taxation;
= we have assumed that increasing competition in the gaming industry would reduce the cost of gambling;

and

= we have assumed that there is sufficient competition in the gaming industry (or regulation of returnsto
players) such that reductions in the level of taxation are passed on to consumers as lower prices.
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adverse effect that lower gaming taxes may have on problem gambling, and the effects on the
standard of living of local residents if governments replaced gaming taxes with other taxes, or
reduced government programs.

Measuring regional impacts of gaming: alternative perspectives

Another study commissioned by the Authority (VCGA 2000a) has estimated the economic
impact of gaming at the regional level, taking into account the factors discussed above, namely
investment in the gaming industry, diversion of spending from other local businesses, gaming
taxation and appropriation of profits by TABCORP and Tattersalls.

The study commissioned by the VCGA found that the State-wide economic impact of gaming
had been substantially positive, totalling $3,028 million in net present value terms over five
years. However, the impact on individual regions was highly variable (see Table 5.7).

Table5.7: Impact of EGM expenditures on selected regions: results of VCGA
commissioned study

Region NPV over five years for | NPV per household over five
region (1998-99 $m) years ($1998-99)

Moreland 24.2 480.7
Mildura 10.8 640.0
Geelong 58.6 888.6
Wellington 14.6 1004.6
Dandenong 5.7 134.0
Maribyrnong -35.0 -1529.0
Stonnington 163.4 4317.6
Boroondara 362.1 6460.1
Average Victoria NA 19459

Source: VCGA 2000, p. 79-82

A number of factors drove the differences in results between regions. The first was differencesin
household saving ratios and the level of indebtedness between regions. Regions where
households had high savings ratios had a greater capacity to finance gambling from savings,
rather than financing it by reduced expenditure on other goods and services. Therefore in these
regions, as gambling was financed by savings, it had a stimulatory impact on the regional
economy.
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Another factor was differences in the composition of household spending between regions, and
differences in the composition of the local economy. For example, gambling had a positive
economic effect in rural regions, where it led to the diversion of expenditure from goods and
services produced outside the region, to services produced within the region.

A third factor was differences in the level of share ownership between regions. Regions where a
greater proportion of households owned shares (eg Stonnington and Boroondara) benefited from
gaming because of the distribution of dividends by gaming operators.

However, it isimportant to recognise that the estimates of economic benefits derived in the study
commissioned by the VCGA are sensitive to the underlying economic assumptions, and that
different assumptions may lead to very different results. For example, many economists would
disagree that lower levels of household savings would have a stimulatory impact on the economy.
Similarly, it is likely that investors would have invested in shares even if gaming had not been
liberalised, and therefore the income from shares cannot be considered as totaly new or
additional benefits of gaming.

Applying a different set of assumptions would be likely to lead to very different results. For
example, the Productivity Commission assumed that the main benefit of gambling was the
benefit (or consumer surplus) that consumers derived from gambling over alternative forms of
recreation or uses of their money, and the main cost was problem gambling."* While the
Commission did not estimate net benefits at a regiona level, applying their methodology, net
benefits would be greatest in regions where there were high levels of gambling (and therefore
high consumer benefits) and low levels of problem gambling (and therefore low costs).

The differences in approach between the VCGA commissioned study and the Productivity
Commission study illustrates the sensitivity of results to underlying assumptions, and the
importance of getting agreement on methodology prior to measuring the impact of gaming at the
regional level.

Conclusions

Given current levels of gambling taxation and returns to Tattersalls and TABCORP, should local
councils attempt to restrict gambling as a means of boosting their local economies? In our view,
the answer is no. Firstly, it is not clear that such a policy would lead to greater consumer
expenditure on goods and services produced in the local region. However it is clear that such a
policy could inconvenience consumers if it affected their preferred venue and preferred
attendance time, and could inhibit consumers from using their money in such a way that gives
them greatest pleasure. Local residents are choosing to spend their money at (mainly) local
gaming venues, despite high levels of taxation and the returns to the exclusive suppliers
TABCORP and Tattersalls. Even though State Government policies increase the cost of gaming,

12 Differences in the results obtained by the Productivity Commission and the VCGA study largely reflect
differences in underlying macroeconomic assumptions. The VCGA study adopted a more Keynesian view of
the economy, where changesin the level of demand (financed by reduced savings) could have an expansionary
effect on the economy. The Productivity Commission’s approach reflected the view that the level of economic
activity islargely driven by supply side factors such as productivity, and therefore in the absence of increases
in productivity, an expansion in one industry (eg gaming) must draw resources from other industries.
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local residents still choose to participate in gaming over alternative uses of their money.
Therefore, apolicy by local governments to limit gaming purely for economic reasons would not
constitute good economic policy. Whether there is a case for limiting gaming for socia reasonsis

explored in the next section.

To summarise, our study has found:
m significant investment in clubs and hotels with gaming machines since 1992;

- in most cases owners reported that the introduction of gaming machines had been a
key factor underpinning the viability of these investments;

- most people game locally, and the availability of gaming is not a significant
‘drawcard’ for tourism;

m it is difficult to disentangle the effects of the expansion in gaming venues on local
businesses from other economic factors affecting businesses:

- however inevitably, growth in consumer expenditure on gambling and investmentsin
gambling venues have drawn resources away from other industries, reducing the size
of these industries— relative to what they would have been if the gaming industry
did not exigt;

m in KPMG Consulting's view, the impact of expansion in gaming venues on other
businesses should not of itself be necessarily an issue of concern for government policy:

- change is an integral feature of any dynamic economy and generally governments
leave businesses to respond to the changing expenditure patterns of consumers, rather
than intervening to protect individual businesses from these effects;

m gambling taxes and returns to TABCORP and Tattersalls represent a leakage from local
economies:

- such leakages and injections are an integral part of al local economies;

m if local governments were to restrict gaming, there is no guarantee that local residents
would spend more money on local goods and services:

- most other goods and services are produced out of the local area; and

- such a policy may prevent local residents from spending their money in ways that
they determine.
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Problem gambling

Incidence of problem gambling in the six study regions

Our consultations revealed that problem gambling was a serious concern for all stakeholders —
local residents, local councils, welfare agencies, gaming venue operators and local businesses. In
all six regions, there were some people who had excluded themselves from gaming venues as a
means of controlling their gambling. In all jurisdictions, social welfare and financial counselling
organisations reported a rise in financial problems associated with gambling since the
liberalisation of gaming machines in 1992 and the opening of the casino in 1994. The number of
people seeking assistance with their gambling problems from the counselling agency Break-Even
in each of the six study regionsis shown in Table 5.8.

Table5.8:  Problem gamblers: casesregistered and client contacts, 1996-97 and 1997-98

Y ear
1996-97 1997-98
Region Cases Client contacts Cases Client contacts
registered registered
Moreland 228 2048 537 1639
Mildura 50 315 83 385
Geelong 105 710 153 623
Wellington 125 757 180 870
Dandenong 303 2654 546 3212
Maribyrnong 142 983 279 1213

In addition, socia welfare and financial counselling agencies commented on a change in the sort
of people seeking assistance with gambling problems. Previously gambling had largely been a
problem for men with horse racing. However, with the introduction of gaming machines,
agencies commented that there had been an increase in the number of women seeking assistance
with gambling problems. A common view was that women felt comfortable in gaming venues,
whereas prior to the introduction of gaming machines, licensed premises had been less
welcoming to women. While gaming had expanded social and entertainment options for women,
the flip side was that it had also exposed them to the risk of becoming problem gamblers.

Along similar lines, the Mildura Aboriginal Co-operative said that the liberalisation of gaming
had led to an increase in problem gambling in the local Aborigina community. The Co-operative
is a focal point for Aboriginal people living in the region, and is located three doors from the
Mildura RSL which has gaming machines. Members of the Co-operative said that the RSL was a
place where Aboriginal people felt they could be part of the broader community — a positive
development — but this had led to greater exposure to poker machines and problem gambling.

72



kpmgConsulting Victorian Casino and Gaming Authority
Report of the 1999 Longitudinal

Community Impact Study: Main Report

September 2000

We investigated the social consequences of gambling in our regional survey (see Table 5.9). The
survey revealed widespread concern with gambling, with 82 per cent of respondents in our six
regions agreeing that gaming is a serious social problem — similar to the state average. We also
found that problem gambling had touched the lives of a minority — but nevertheless
significant — percentage of the community in the six regions. Overall 11 per cent of all survey
respondents reported that they or a member of their family had experienced difficulties with
excessive gambling, usualy in the last six months. This was higher than the state average of
7 per cent.

We also asked more detailed questions about problem gambling to people who replied that they
had participated in gambling in the last six months. This was about half of the sample. Overall,
we found that most gamblers were not at risk of problem gambling, as measured by their
responses to the 23 questions that make up the South Oaks Gambling Screen (SOGS).* Our
survey found that 98 per cent of al respondents (including non-gamblers) were not at risk, which
is comparable to the state-wide average of 1.5 per cent in September 1998.** This was consistent
with our findings in section 5.2.4, that most people participate in gaming for social and
entertainment reasons, rather than as a result of a gambling problem. Nevertheless, in each of our
six regions between 1 and 3 per cent of adults have a SOGS score greater than 4 (see Table 5.9),
placing them at some risk of a gambling problem.

The 23 questions that make up the SOGS probe behaviour that ranges from mild problems with
gambling to major problems with gambling. Not surprisingly, our survey revealed that the more
severe the problem, the less the number of respondents reporting this behaviour. For example,
20 per cent of gamblers in our six regions reported that they had gambled more than they
intended to, and 16 per cent of gamblers had had money arguments centred on gambling in the
last six months. However, only 2.5 per cent of gamblers had borrowed money to gamble or pay
off gambling debts, and less than one per cent had sold property to finance gambling. Overall,
only 1 per cent of gamblers considered that they had a problem with gambling or that their
gambling problem was out of control. However care should be taken in drawing conclusions
from such questions given that some people may under-report their gambling problem.

Overal the incidence of problem gambling or problems associated with gambling was fairly
uniform across the regions. This result was surprising given the variation in gaming expenditure
and EGM density between the regions, and the Productivity Commission’s finding that

B Respondents are not considered at risk of problem gambling if they answer positively to four or less of the 23

questions that make up the South Oaks Gambling Screen. Respondents who answer positively to 5-6 questions
have aonein five risk of agambling problem. Respondents who answer positively to 7-9 questions have a one
in two risk, and respondents who answer positively to 10 or more questions have aonein onerisk of a
gambling problem.

The Sixth Survey of Community Gambling Patterns and Perceptions (April 1999) commissioned by the VCGA
and conducted by Roy Morgan Research in September 1998 found that 98.5 per cent of the Victorian
population are not at risk of problem gambling. The seventh survey in this series, released in April 2000 and
conducted in October 1999, found that 99.2 per cent of the Victorian population are not at risk of problem
gambling. This compares with the results of the Productivity Commission’s National Gambling Survey
conducted in 1999 which found that 98.0 per cent of the Victorian population are not at risk, and 97.7 per cent
of the Australian population are not at risk.
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expenditure by problem gamblers makes up about one-third of the gambling industries’ market
(PC 1999, p. 2).

Given the Commission’s finding, we would have expected there to be significant variation in the
percentage of problem gamblers in each region, given the variations in EGM expenditure and
density. A possible reason for this apparent discrepancy is the size and focus of the KPMG
survey. The KPMG survey investigated attitudes to gaming, and gaming behaviour across all of
the population in each of the six regions, rather than focusing on the attitudes and behaviour of
problem gamblers. Given that problem gamblers make up about 2 per cent of the population or
only 20 respondents in a survey of 1,000 persons, care should be exercised in drawing
conclusions from our survey.

An aternative explanation for why the KPMG survey found a fairly uniform incidence of
problem gambling across the regions despite differences in EGM expenditure and density, is that
the bulk of gaming expenditure is by recreational gamers, not problem gamblers. It is possible
that the differences in gaming expenditure between the regions reflect differences in the number
and expenditure of recreational gamers, not differences in the number of problem gamblers.

While overall the KPMG survey found that the incidence of problem gambling was fairly
uniform across the regions, the one exception was Maribyrnong. Gamblers in Maribyrnong were
more likely to report problems with gambling compared to the other regions. This is significant
because Maribyrnong has the highest EGM expenditure per adult and highest EGM density of
our six regions. Examples of the higher incidence of gambling related problems in Maribyrnong
include:

m 3 per cent of Maribyrnong residents have a SOGS score greater than 4;
- compared to 2 cent cent for the average across the regions;

m 17 per cent of Maribyrnong residents reported that they or a member of their family had
experienced difficulties with excessive gambling;

- compared to 11 per cent for the average across the regions; and

m  35per cent of Maribyrnong gamblers reported that during the last six months they had
gambled more than they intended to;

- compared to 20 per cent for the average across the regions.

A surprising feature of our survey was the finding that there was no correlation between people's
SOGS score and their happiness with life. That is, we did not find that people with higher SOGS
scores were less likely to be happy with life than people with low SOGS scores. We found that
happiness with life was associated with having a full social life, a good family life, not being
lonely or bored and experiencing low stress— alow SOGS score was not a factor. Higher SOGS
scores were associated with frequently participating in gaming (especially pokies and horse
betting), admitting experiencing gambling problems, and being a spender rather than a saver.

This result was surprising given the feedback we gained from our consultations with social
welfare, financia counselling and Breakeven agencies about the human costs of problem
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gambling. It may be that the small number of problem gamblers in our survey means that our
sample is too small to put much weight on these results. More reliable results on the relationship
between SOGS score and persona happiness may be obtained through a survey that had a larger
sample of high SOGS individuals.

To summarise, our study has found:

widespread community concern about gambling:
- with 82 per cent of respondents agreeing that gaming is a serious social problem; and

- 11 per cent of adults saying that they or a member of their family had experienced
difficulties with excessive gambling;

however, on the basis of the responses to our survey, the vast mgjority of residents
(98 per cent) are at no risk of problem gambling;

the small incidence of problem gambling is fairly uniform across the regions, despite
large differences in expenditure on gaming and EGM density:

- this suggests that the differences in expenditure between the regions may relate more
to differences in recreational gambling than problem gambling;

- dternatively it may be that our survey was too small to pick up differences between
regionsin the incidence of problem gambling;

- in this context, it should be noted that the Productivity Commission’s gambling
survey found that expenditure by problem gamblers made up about one-third of the
gambling industries’ market;

the exception is Maribyrnong which has a higher incidence of problem gambling:

- Maribyrnong aso has the highest EGM density of our regions and the highest
expenditure on gaming per adult;

- nevertheless, 97 per cent of Maribyrnong adults on the basis of the responses to our
survey are at no risk of problem gambling;

surprisingly we found no correlation between people’'s SOGS score and their personal
happiness:

- however care should be taken in interpreting this, given the small number of problem
gamblersin our survey.
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Policy implications

Our study has found widespread concern with the adverse socia consequences of gambling, and
evidence that a small, but nevertheless significant, percentage of gamblers have problems with
gambling.”® In economic terms, problem gambling is a negative externality associated with the
gaming industry. That is, the activity of gaming, while providing recreational opportunities for
the majority of the population, has negative effects for the minority of people who have
difficulties controlling their gambling, and for their families. These negative effects provide an
economic justification for government intervention in the gaming industry to reduce the
incidence of problem gambling. The widespread community concern about the social
consequences of gambling provides an additional socia reason for governments to address the
problem.

Loca governments, community groups, political parties and the Productivity Commission have
proposed arange of policies to address problem gambling. These policiesinclude:

m state-wide caps on the number of gaming machines;
m regional capson the number of gaming machines;
m restrictions on the operating hours of gaming venues, including limiting 24 hour venues; and

m changes to the configuration of gaming machines such as forced breaks in play to deter
compulsive gaming.

Given the new state government’s policy that local governments should have a greater say in
policy towards the gaming industry in their municipality, these policy options raise questions for
both local and state governments. In this section, we look at what light our study sheds on these
policy questions.

Problem gambling and gaming machine supply

A key policy question is whether gaming machine supply contributes to problem gambling. This
is relevant because it sheds light on whether policies to restrict gaming machines would curb
problem gambling.

We used an econometric model to explore the relationship between gaming machine supply and
expenditure on gaming (see Supporting Paper No. 2). This model found that 83 per cent of the
variation in per capita gaming expenditure between regions was explained by differences in the
number of gaming machines and the number of pubs and clubs with gaming machines. We found
that a 10 per cent increase in EGM numbers gave rise to an 8 per cent increase in gaming
expenditure, and the opening of a new pokies club or pub (holding the number of gaming

s We have assumed that when people agreed that ‘gaming is a serious social problem’, they were principally

concerned with the social problem of problem gambling. It is possible that respondents were also concerned
about other social problems associated with gambling, other than problem gambling. For example, people may
have considered that changesin recreational patterns are a social problem.
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machines in the region constant) led to a $0.50-0.56 increase in quarterly per capita gaming
expenditure. This result was lower than the Productivity Commission’s draft report finding that a
10 per cent increase in EGM numbers gave rise to a 15 per cent increase in per capita gaming
expenditure.’®

We then asked the question: “Are gaming machines and venues driving gaming expenditure or is
gaming expenditure driving the number of machines and venues?’ In other words, what is the
direction of causality? Our tests indicated that it worked both ways. Although gaming
expenditure is primarily affected by EGM numbers and venues, there is also evidence of a two
way flow, with the number of EGMs being influenced, in turn, by the amount of gaming activity.

In most markets, supply follows demand. For example, arise in demand for internet access leads
to an increase in the number and size of internet service providers. But a rise in the number of
internet service providers does not, of itself, lead more people to want internet access. However,
our results for the gaming industry indicated that supply partly drove demand — the opposite of
the internet example and normal market circumstances.

As well as going against the norm, our results for the gaming industry also appear counter-
intuitive. They would imply that placing poker machines in the pubs and clubs in a region would
lift residents’ expenditure on gaming machines in that region. While we could expect some
relationship here, in that increased availability of poker machines could over time, change
people’s cultural perceptions of participating in gaming, such that recreation patterns changed
and supply drove demand, we wouldn’t expect accessibility to be the principa factor driving
expenditure in the long term.

Further econometric analysis also indicated that there was more to the story. When we looked at
the relationship between gaming expenditure and gaming supply at a regional level, we found
that regions were different. That is, the effect of a given number of gaming machines and gaming
venues on gaming expenditure in one region, was statistically significantly different from the
effect in another region. For example, our model indicated that placing 100 gaming machinesin 5
gaming venues would lead to a given level of gaming expenditure in say, Wellington, but a much
larger level of expenditure in Maribyrnong. This result would suggest that something additional
to gaming supply was driving gaming expenditure.

While our econometric work indicated that gaming machines and the number of gaming venues
was driving gaming expenditure, we consider there are at least two aternative explanations for
these results. First, it is possible that our results are simply reflecting that TABCORP, Tattersalls
and venue operators know where to place the machines to maximise gaming expenditure. There
may be a strong positive relationship between machines, venues and expenditure simply because
the operators are good at predicting where gaming expenditure will be. For example, the
operators may know where people’s recreation preferences lend themselves to gaming. Our
model did not include these less tangible ‘taste’ parameters. Under this alternative hypothesis,
gaming expenditure is driving the location of machines, not vice versa.

16 In the draft report, the Commission explored the relationship between gaming expenditure and number of

gaming venues. However, this econometric analysis was not repeated in the final report. For this reason,
KPMG's results have been compared with the Productivity Commission’s Draft Report findings.
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Another reason why our model might be falsely indicating that supply is driving expenditure is
because of the ‘catch-up’ associated with the introduction of machines in 1992. It may be that
there was strong underlying demand for gaming, and that it has taken time for gaming venue
operators to install machines and update venues to cater for this demand. As supply expands to
meet demand, gaming expenditure expands, because previously expenditure was supply
constrained. In future, it may be possible to test this hypothesis, once adjustments have occurred
and growth of the industry stabilises.

Finaly it is important to note that our model investigated factors determining gaming
expenditure, not gaming expenditure by problem gamblers. This was necessary because data on
gaming expenditure by problem gamblers was not available at the time we undertook our
econometric analysis.*’” A knowledge of the determinants of problem gambling expenditure could
help guide policies to reduce the incidence of problem gambling. However, given the
Productivity Commission’s finding that expenditure by problem gamblers makes up about one-
third of total gambling expenditure, models explaining gaming expenditure may provide some
insights into determinants of problem gambling.

In summary, we are cautious about the findings of our econometric work indicating a strong
causal link between gaming supply and gaming expenditure. This result is somewhat at odds with
our ‘apriori’ economic expectations, and fails to fully explain differences in gaming expenditure
between regions. In addition, there are other plausible explanations consistent with gaming
demand driving gaming supply that may explain our results.

Caps on machines per venue

We also investigated whether there were any benefits in capping the number of machines at
venues. Our econometrics indicated that for a given number of machines (eg a state-wide cap),
gaming expenditure increased the greater the number of gaming venues. That is, more venues
with less machines per venue led to higher gaming expenditure than less venues with larger
numbers of machines per venue. This is consistent with the findings of our survey that most
people game locally, and therefore accessibility is important to the decision to game.

This finding also suggests that the government’ s policy of restricting the number of machines per
venue, in combination with a policy to cap the total humber of machines, may actually lead to
higher gaming expenditure than if numbers of machines per venue were deregulated. This result
appears surprising, because if gaming expenditure is higher if machines are spread around a large
number of venues, then why would TABCORP and Tattersalls want to put the maximum number
of machines in many venues? A possible explanation is that while gaming machine expenditure
may be higher if machines are spread around more venues, gaming machine profitability might
be lower because of cost efficienciesin having large gaming venues.

It should be noted that our finding that for a given number of machines, more venues means more
expenditure, is at odds with the Productivity Commission’s work.*® The Commission found that a
smaller number of large venues leads to higher gaming expenditure. The differences in the

v The Productivity Commission has since done origina survey work on expenditure by problem gamblers.

In the draft report, the Commission explored the relationship between gaming expenditure and number of
gaming venues. However, this econometric analysis was not repeated in the final report.
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findings of the two models may be explained by differences in model specification and the fact
that the Commission’s work was based on Queensland data, whereas ours focussed on Victoria.
Further useful econometric work on the link between numbers of venues and gaming expenditure
was not possible in this study.

During our consultations, some counsellors and people who had difficulty controlling their
gambling commented that it was difficult to avoid gambling. They said that to control their
gambling they needed to avoid gaming establishments, but this was difficult given the prevalence
of gaming establishments, and was socially isolating. This issue was raised in Mildura, where a
high proportion of licensed venues have poker machines, and at our public meeting in Moreland.
Some pockets of Moreland such as Sydney Road Brunswick have a high concentration of gaming
venues. These comments suggest that there may be some benefits for problem gamblers in
limiting the number of gaming venues (but not necessarily the number of machines per venue),
but such a policy would need to be assessed further for its anti-competitive effects.

Placement of gaming machines and social disadvantage

Loca councils have expressed concern that gaming machine operators are targeting areas of
social disadvantage. This is reflected in the evidence provided by the City of Maribyrnong to the
Productivity Commission’sinquiry:

“There are very strong correlations between the data sets for both the proportion of low income
earners, and unemployment rates, against EGM density by Local Government Area in suburban
Melbourne.” (City of Maribyrnong, p. 2)

Overall the six regions in our study had lower income levels than the state average (see Figure
5.4). Maribyrnong had the lowest income level and also the highest level of gaming expenditure
per adult. The next lowest income regions were the rural cities of Mildura and Wellington, which
have lower levels of gaming expenditure per adult than the State average. Dandenong, which is
the other region in our study with high levels of gaming machines and gaming expenditure, has
the highest income of our study regions (but this is still below the state average). Therefore
casual observation suggests that in our six regions there is no clear relationship between income
levels and gaming expenditure or machine density.
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Figure5.4: Proportion of personsin low income brackets by region, 1996
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We tested this formally in our econometric model which investigated whether the unemployment
rate in a region and the number of social security beneficiaries was a determinant of gaming
expenditure. Overall, we found that the unemployment rate in a region had a small impact on
gaming expenditure. Differences in unemployment explained less than 5 per cent of the regional
variation in gaming expenditure. In addition, the direction of the effect was negative. That is, the
higher the level of unemployment and pension and benefit dependence, the lower the amount of
gaming expenditure.

While this contrasts with generally held views, it is consistent with the findings of our consumer
survey, that most people game for social and recreational reasons. People on low incomes (eg
those not working), have less money to spend on recreation, and this may be reflected in lower
gaming expenditure.

Temporal pattern of gaming

In considering the effectiveness of policies to reduce gaming supply, it is important to consider
evidence on the timing of play. This is because caps— whether they be State, regional or
venue — will principally affect play at the peak times, when machines are fully utilised. Our
consultations and consumer survey revealed that the utilisation of gaming machines is highly
variable over the day and over the week. Venue operators reported that their busiest times were
Friday and Saturday nights, in common with the busy times for other entertainment options such
as restaurants and films. Our survey found that the most popular time to arrive at a gaming venue
was between 4pm and 8pm, with other times being significantly quieter (see Figure 5.5).
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Figure5.5: Timing of arrival at gaming venues
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Local pattern of play

In considering whether local governments should adopt policies to restrict gaming in their
municipality to assist local residents with gambling problems, it is relevant to consider where
people game. Policies to restrict supply at the local level would be ineffective if it meant that
problem gamblers simply travelled out of the area to participate in gaming. Similarly, policies to
change the configuration of machines to reduce the compulsiveness of play may lead people to
travel out of the areato play machines without such configurations.

On this issue, our study found that people game locally. On average people travel only 2.5
kilometres to play pokies and are much more likely to play pokies at alocal pub or club than at
Crown Casino. When we asked people why they frequented a particular venue, the most common
response was “because it is easy to get to”. Sixty-eight per cent of gamers selected a venue
because of accessibility compared to 30-31 per cent of gamers who selected a venue on the basis
of it being “a good place to gamble’ or “because it has the sort of pokies | like”. This underlines
the importance of accessibility in gamers' selection of venues.

While it is impossible to predict how gamers would respond to policies implemented in one
region but not another, our survey findings suggest that given the importance of accessibility in
venue selection, people may continue to game locally, weighing up the benefits of accessibility
against the costs, such as the inconvenience of playing machines which were programmed to
force breaksin play.

There is also the question of whether people would switch to other forms of gambling (eg horse
racing) if gaming was restricted in some way. Such a response would undermine measures
implemented in the gaming industry to curb problem gambling. Overall, the evidence collected in
this and other studies indicates that gamblers do not see different forms of gambling as being
interchangeable. Thisincludes:
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m  evidence presented in chapter three that total expenditure on gambling in Victoria has
increased by three-fold since the liberalisation of gaming in 1992:

- new forms of gambling have led to new gambling expenditure not just a substitution
between different gambling modes;

m anecdotal evidence from BreakEven and financial counselling agencies that new forms of
gambling have led to new sorts of problem gamblers:

- previoudy, problem gamblers were largely men who bet on races. Now problem
gambling includes women who participate in gaming.

This evidence suggests that measures implemented in the gaming industry to curb problem
gambling could be effective, even if such measures were not implemented in other gambling
industries.

Risks associated with restrictions on gaming machine supply

Finaly, it is important to consider the impact on industry competition and development of
policies designed to combat problem gambling. This issue raises questions well beyond the scope
of this study. However, we comment here on one issue that arose during our consultations,
namely that State or regional caps may lead to significant risks for less financially sophisticated
clubs.

Our consultations revealed that gaming had increased the financial stakes for clubs. Prior to
gaming, many clubs were relatively small operations with small investments. Traditionally clubs
elect their boards, which does not always ensure extensive management expertise. During our
consultations, we spoke to one small country club that was considering installing gaming
machines, subject to a $0.5 million refurbishment of premises required by the gaming machine
operator. For this small club, such an investment would take many years to pay off. However the
proposed contract for the gaming machines was for only four years.

If State or regional caps were introduced, such that gaming machines became scarce, it is likely
that TABCORP and Tattersalls would withdraw machines from venues with lower turnover. This
could create financial difficulties for clubs that had undertaken refurbishments without the
security of contracts for machines for the pay-back period of the refurbishments.

Implications of KPMG Consulting’sfindings for policiesto constrain EGM supply

Our survey, econometrics and consultations provide some information to inform policy making
to curb problem gambling. Firstly, they indicate that policies to cap the number of machines
either at the state, regional or venue level would lead to congestion at gaming venues during peak
times (eg Friday and Saturday night). However, given the uneven utilisation of machines over the
day and over the week, it is not clear that this would curb problem gambling. Firstly, it is not
clear that problem gamblers gamble at these peak times. The Productivity Commission found that
problem gamblers were regular gamblers —usually gambling a number of times a week, not just
Friday or Saturday nights— and there was some evidence that they preferred less congested
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times to gamble to avoid scrutiny. Therefore (State, regional or venue) caps and congestion at
peak times may not be effective in curbing gambling by problem gamblers. Those problem
gamblers who game at peak times may simply switch to accessing the machines at less congested
times.

However, caps and congestion would adversely affect recreational gamblers, who may decide to
seek alternative forms of recreation rather than over-crowded pokie venues. Caps would lead to a
reduction in welfare of recreational gamblers, and may have an uncertain, longer term effect in
reducing the incidence of problem gambling by reducing the number of people participating in
gambling.

Nevertheless, governments may decide to impose caps for other social or economic policy
reasons. For example, it is likely that caps would have an impact on the level of expenditure on
EGMs, by limiting expenditure at peak periods. However, it would be important for governments
to have a clear abjective as to why they were seeking to reduce EGM expenditure across the
board, as distinct from EGM expenditure by problem gamblers.

The Productivity Commission has proposed aternative policies designed to target problem
gambling while minimising inconvenience to the 96 per cent of gamblers (98.5 per cent of the
whole population) who do not have any problems with their gambling. These policies seek to
address the negative externality associated with gaming — namely problem gambling — while
maintai ning the community benefit flowing from recreational gaming. They include:

m providing gamers with statements of expenditure on gaming, using the information
technology in gaming machines;

m curtailing advertising and promotion of gambling or at least including ‘wealth warnings' (eg
publicising the risks and consequences of excessive gambling);

m restricting the location of automatic teller machines at venues or imposing lower withdrawal
limits; and

m  modifying game features and design to temper the hazards of gaming. This includes pre-
commitment strategies, curtailing bill acceptors on machines, limiting spending rates and
forcing breaksin play.

These policies are largely untested, and the Commission has proposed conducting pilot programs
in particular areas to monitor their effectiveness over time. Our findings that people prefer to
game locally indicates that pilot programs may be able to be implemented at the loca level
without being undermined by people travelling outside of the region to participate in gaming. If
such an approach were to be trialed, one option would be to use alongitudinal community impact
study such as this, to provide insights into the effectiveness of these strategies in combating
problem gambling over time.

A longitudinal community impact study could also be used to trial the effectiveness of measures
designed to increase consumer information about gaming. The Productivity Commission has
postulated that in addition to the externality of problem gambling, another form of market failure
in the gambling industry is information asymmetry. That is, consumers are not aware of the odds
of winning jackpots, the expected loss from gaming, or the way in which odds work. The current
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lack of information could be leading to sub-optimal outcomes, such as people gaming more than
they would if they were more informed. A longitudinal community impact study could be used to
monitor how gaming patterns changed in response to the provision of more information at venues
in a particular municipality.

Our econometrics and consultations also cast doubt on the effectiveness of policies that cap the
number of gaming machines per venue, as a tool for reducing total gaming expenditure or the
incidence of problem gambling. However, we recognise that caps on the number of machines per
venue may be designed to address other policy objectives such as spreading the wealth created by
poker machines across more pubs and clubs. We found that a given number of machines spread
across a smaller number of venues (more machines per venue) led to lower levels of gaming
expenditure. It is not clear how caps on the number of machines per venue curb problem
gambling, and there is evidence that they may increase gambling expenditure and the number of
gambling venues, making it difficult for problem gamblers to avoid gaming venues. In addition,
these policies are likely to curb competition in the gaming industry by preventing large,
successful venues from expanding and attracting a larger share of the recreational gaming dollar.
These likely adverse effects would need to be compared against the effectiveness of these
policies in achieving other government objectives.

86



kpmgConsulting Victorian Casino and Gaming Authority
Report of the 1999 Longitudinal

Community Impact Study: Main Report

September 2000

To summarise, our study has found:

m the number of gaming machines and gaming venues appears to influence the level of
gaming expenditure:

- however, these results are preliminary, and could also be explained by behaviour
consistent with demand driving supply;

- evidence of differences between regions in the relationship between gaming
machines, venues and the level of gaming expenditure, indicates that it is not a
simple case of supply driving demand;

m caps on the number of gaming machines per venue, in the context of overall regional or
state caps on gaming machine numbers, appear to lead to possibly higher gaming
expenditure:

- casting doubt on the effectiveness of venue caps as a tool for curbing gaming
expenditure and problem gambling;

- however, there may be other objectives for such policies, such as spreading the
wealth created by poker machines across more pubs and clubs;

m our econometrics found no evidence that higher unemployment led to higher gaming
expenditure:

- consistent with the view that most gaming is recreational, and the unemployed have
less money to spend on recreation, including gaming;

m the utilisation of gaming machines varies substantially over the day and over the week:

- in KPMG Consulting’s view, this indicates that caps will create congestion at peak
times, impacting on recreational gamers, but not reduce the accessibility of machines
at most other times;

m overal, KPMG Consulting concludes that state-wide, regional and venue caps are a blunt
instrument for addressing problem gambling, and impose inconvenience on recreational
gamers:

- more targeted policies include changes to the design of machines to reduce the
compulsiveness of play — although these proposals are largely untested;

- nevertheless, governments may decide to impose caps for other social or economic
policy reasons, and it will be important to clearly articul ate these other objectives,

m KPMG Consulting’'s findings about the localised nature of gaming indicate that a
longitudinal community impact study could be used to tria the effectiveness of policies
to reduce problem gambling:

- thelocal nature of gaming indicates that alocalised trial would be feasible.
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Conclusions

A number of factors contribute to gambling being a volatile policy cocktail. First among these is
the widespread community concern about the social impact of gambling — over 80 per cent of
people agree that gambling has serious social consequences. Despite this widespread concern,
little is known about the behaviour of problem gamblers and therefore there is little information
on which to base policies designed to curb problem gambling. At the same time, about three-
quarters of the state’ s population participates in gambling —almost al for social and recreational
reasons— indicating that poorly targeted policies could reduce the enjoyment that the vast
majority of gamblers derive from gambling.

The widespread concern about problem gambling leads to political pressure for governments at
all levels to be seen to be doing something. In an environment in which little is known about the
characteristics of problem gambling, there is a considerable danger that this will lead to policy
interventions that fail to reduce problem gambling, but curb the choice of some people to engage
in recreational gambling. This underlines the importance of research into problem gambling, to
provide information to assist the design of government policies and programs to curtail problem
gambling.
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Executive Summary

Overview

In October 1999, a magjor quantitative survey of 1000 residents in the Local Government
Areas of Dandenong, Geelong, Maribyrnong, Mildura, Moreland and Wellington (South
Gippsand) was implemented. The purpose of the study was to determine:

m  Gaming behaviour;

m  Attitudes towards gaming;

m  Consumption behaviour;

m Feelings of persona well-being;

m  Feelings towards the region they lived in;

m  Factors known to be related to gaming and overall well-being;

m Therelationship between those factors;

m  Any differences between the regions; and

m  Any differences between the overall study results and known results for the rest of
Victoriaand Australia

M odels

Two models were developed statistically. These models explored the relationships between
gambling behaviour, attitudes to gambling, personal well-being and attitudes towards the
local region. One model considers behaviour at the level of the individual, while the other
considersthe regional level.

The modelling analysis indicated strong (as expected) relationships between persona well-
being and social and family life. They also showed that although gambling generally attracts
negative perceptions, is considered a serious social problem, and a negative influence on the
region, that this set of beliefsis not related to:

m Feelings of persona well-being;

m  Personal gaming behaviour;

m Bedliefsin the quality of life or economy of the region;
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m  Demographics (age, gender, income, occupational level or status); or

m  Responsesto the South Oaks Gambling Screen (SOGS). The SOGS is a standard battery
of 23 questions used to measure the prevalence of problem gambling in the population.
Ninety-eight per cent of the population in our surveyed regions achieved a score of four
or less— people with scores of four or less are considered not at risk. This compares
with the findings of state-wide surveys commissioned by the VCGA that 98.5 per cent of
the population are not at risk.

The study concludes that while many respondents are opposed to gambling, this stance does
not influence overall happiness or perceptions of the suburb. This suggests that views about
gaming, and the availability of gaming in a particular region, are not important drivers of
people’'s perception of their suburb. Additionally, for most respondents, gambling is part of
an entertainment mix — respondents may choose to gamble and thisis generally not related to
their quality of life.

Treatment of problem gamblersin the analysis

This study was to determine the effects of gambling in the normal population. While
problem gamblers were not excluded from the data, they have not been given particular
attention. There were a small number of problem gambler respondents in the survey and this
group istoo small to provide meaningful results. Consequently, little meaningful information
may be garnered about problem gamblersin this study.

Gambling behaviour and attitudes

Of the respondents, 51% had gambled in the six months prior to the survey. This group
indicated that the primary reason for going to a poker machine venue was to relax, followed
by having a meal and socialising. The perceived quality of the gambling rated seventh
priority. Amongst poker machine players, the most frequently given reason for playing was
for socia reasons, followed by the belief they may “get lucky”, the thrill of winning, and to
make a quick ‘buck’.

Comparisonsto the average Australian

The KPMG Centre for Consumer Behaviour has been tracking the views of Australians by
an ongoing Consumer Monitor Study over the last four years. When compared to the
average Australian, the respondentsin the survey:
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m  Werevery similar on all the major “well-being” questions;
m  Consumed more entertainment;

m  Bought more consumables;

m  Renovated or bought houses more;

m  Bought cars more; and

m Played the poker machines as many times per year.

Variations between regions

The conclusion is that, while there were some variations between the regions, most are
descriptive factors such as locality, demographics and leisure combinations with no
particular relationship to gambling Research Objectives and Methodol ogy

Objectives

The objectives of the survey were to identify:

m  Problems that residents perceive with the area they live in, which problems are common
to al areas, and which problems are particular to areas;

m Changes in consumption and lifestyle patterns over time. In particular, the survey
focused on changesin:

- genera well-being and the components of well-being;

- entertainment, sport, cultural and shopping patterns;

- demand for services and amenities; and

- useof community organisations, including sporting clubs;

m Preferences for particular types of gaming (gaming machines, table games) and the
differential impact of varying access to these and the casino; and

m  Socio-economic and demographic characteristics of patrons of gaming venues.
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In addition to the objectives specified in the brief, KPMG supplemented the study by
identifying those factors associated with different levels of gaming. This included socio-
economic and demographic factors, and relevant lifestyle factors.

Desk research

The body of material available concerning gaming was reviewed. This included the previous
studies commissioned by the VCGA. From this material, a list of candidate issues was
developed for testing in the quantitative survey.

Developing a survey instrument

A survey instrument was developed in conjunction with the VCGA. This instrument used
KPMG's Centre for Consumer Behaviour’s proprietary lifestyle and consumption questions,
as well as a range of questions, for comparative purposes, previously used by the VCGA.
The latter most notably included the South Oaks Gambling Screen (SOGS) scale.

The SOGS is a standard battery of questions used to determine whether a person may have a
gambling problem.

KPMG' s questionnaire consisted of 199 questions containing:

m  Samplefilters to ensure the sample was representative of the population being sampled;
m  Demographicsincluding income, age and occupational status;

m  Frequency of types of gaming by preferred venues;

m |ssuesidentified from the desk research;

m  Current lifestyle issues, compared to those three years ago, with a particular focus on
changesin:

- genera well-being and its components;

- entertainment, sport, cultural and shopping patterns;

- demand for services and amenities; and

- useof community organisations, including sporting clubs.

m Lifestylefactors known to be associated with gaming.
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Data collection

The sample for the survey was drawn so as to coincide with local government areas for each
of the six study regions. These boundaries are also used by the ABS in their regiona
economic data collections. Therefore the design of our sample has meant that survey results
can be cross-referenced against ABS economic data.

A total of 1000 interviews were collected. From each of the six local government areas
(LGAS) 167 responses were collected by telephone. This sample size in each area was
sufficient to ensure statistical tests could be carried out with a significance of 0.05 at each
location level.

Interviews were carried out from a single supervised interview room in Melbourne.

Analysis

Multivariate analyses were used to develop a model of the influence of gambling. This
model included the relationship between gambling and other lifestyle, demographic and
socio-economic predictors of wellbeing. Descriptive statistics were reported for the items in
the questionnaire.

Comparisons of municipalities were undertaken to determine the factors that are common
across al municipalities and those that are different. The tests were of means with
differences reported at the 0.05 level of significance.

We have tested certain hypotheses about the link between SOGS scores and personal
happiness, and between views about the impact of gaming machines on a suburb or region
and assessments of the suburb or region. We have tested these hypotheses by looking for
correlations between variables.
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Modelsfor Gambling and Life Satisfaction

M oddl overview

Two interaction models were developed to understand how gambling affects happiness with
self or with suburb/region. These models operated at two different levels, namely at the
individual level (ie. interactions of factors that led to the respondents rating of life
happiness) and at the suburb or region level (ie. interactions that led to respondents rating the
suburb or the local economy as ‘good’). These models show correlations between factors;
from these correlations, causal links are inferred. Models include gambling and other factors
and addressed the major question — ‘Is there a set of relationships between frequency of
gambling and other life factors in the normal population of the regions?

Both models were determined statistically using multivariate techniques. Only those
interactions indicating a statistically significant relationship between factors have been
reported.

In the models a

m Heavy arrow indicates a strong relationship with an equivalent correlation coefficient of
0.4 or greater;

m Medium arrow indicates a moderate relationship with an equivaent correlation
coefficient between 0.3 and 0.4;

m Light arrow indicates a weak relationship with an equivalent correlation coefficient of
between 0.25 and 0.3;

m  Absence of an arrow indicates no substantial relationship between factors; and

m  Absence of a factor on the diagram indicates that it does not interact with any of the
other factorsin the model.

The modelling process examines the rel ationship between how people feel about their suburb
and the level of gaming they (claim they) participate in. The modelling process answers the
guestion — “If we have a group of people who vary on a factor — say belief that their suburb
is good — then what other things vary systematically with that factor?” Since there is no
systematic relationship between attitudes towards the suburb and perceptions that gaming
has been good for the suburb, we conclude that there was no relationship between attitudes
towards gaming and attitudes towards the suburb. This is despite strong negative ratings
about the effects of gaming on the suburb. The logic for interpreting the model is further
explored in Appendix 1.
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Model —individual level

This model (see below) explores the relationship between factors that relate to personal
situations such as personal happiness or family relationships. The model shows:

There is adirect relationship between individual happiness and:
- afull socid life;

- agood family life;

- an absence of loneliness and boredom; and

- low stresslevels.

These four factors are consistent with the body of knowledge available on the
psychology of happiness;

There is no relationship between individual happiness and gambling as measured by
either:

- thefrequency of gambling on any of the tested forms of gambling; or

- the SOGS score — however care should be taken in interpreting this, given the small
number of respondents in our survey with high SOGS scores.

The SOGS scorein turnisrelated to:

- frequency of gambling — especialy playing poker machines or betting on horse
racing;

- admitting experiencing gambling problems; and

- being a spender not a saver.
The relationship between frequency of gambling and experiencing gambling
problems is logical and provides evidence of construct validity. The relationship
between ‘being a spender’ and extent of gambling is not surprising. It is surprising,

however, that there is no relationship between the SOGS score and excitement from
risk taking and rule breaking.
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Model - personal impacts on life happiness

Full social life \

Good family life appy with lite

Hardly ever lonely
or bored

Low stress No statistical relationship in the
NORMAL population

Frequently gambles

especially pokies and
hor se betting \

Admitsexperiencing  jem———)p{ High SOGS score
gambling problems /
Spender rather

than saver
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Model — suburban or regional level

Respondents were asked a series of questions about their suburb and region. These ranged
across severd factors, and included:

m  Anoveral assessment of the suburb/region;
m  Whether the local economy is good;

m  Whether it is safe, has a sense of community, alow crime rate, plenty of work or whether
people play sport; and

m  Whether gaming been good for the suburb, and individual assessment of gaming on
suburban life.

The model shows:

m  Assessments of whether the suburb is good to live in is affected by, and in turn affects,
assessments of:

- whether the economy is good;

- whether the person has a good family life — good family life engenders overall
feelings of wellbeing that influence the assessment of the suburb;

- whether a person goes to a pub or club frequently; and

- whether the state of the local economy is related to the assessment of the national
economy.

m  Assessments of whether gaming has been good for the suburb were strongly related to
feelings about other gaming related issues, namely whether:

- gaming had improved family life;

- gaming had improved socidl life;

- gambling is believed to have done more harm than good;
- the Casino has had a positive or negative effect; and

- there are enough poker machines.
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While there are strong negative feelings about the impact of gaming machines on the suburb
and the internal consistency between the other assessments of gaming machine and gambling
impacts, there is no statistical relationship between this set of beliefs and assessment of

m  Persona happiness;
m  Suburb quality overall; or

m Loca economy.

Model - suburb/region level

Good family life \
Good suburb to

Goto pub or club / livein

frequently

The Australian The local economy
economy isgood [ >

i d
and getting better 15990

No statistical relationship in the
NORMAL population

In our suburb:

*Gaming hasimproved family life;
*Gaming hasimproved social life;
*The effect of the Casino hasbeen ’ Gaming has been good
positive; for our suburb
*Gaming does mor e good than harm;
*Thereare not enough gaming machines.

Factorsnot in the model

The analysis reviewed all variables in the survey to determine their interactive effects. Those
factors not included in the model had no statistically significant relationship with the model
factors. Of particular note are demographics such as gender, age, occupation, education and
region.
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Conclusions

The conclusion that may be drawn from the models are that while many respondents are
opposed to gambling, this is not related to decisions in either their own lives or perceptions
of the suburb. For most respondents, gambling is part of an entertainment mix — respondents
choose to gamble or not and thisis not related to their quality of life.
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Descriptive Results

Whole Sample

These results are provided to show genera levels of well being across the whole sample.
Causal factors are not specifically highlighted because the modelling shows that few are
specifically related to gambling in the normal population.

The survey asked respondents a number of questions relating to their attitude towards life in
general. These results have been compared with those of a national average, taken from the
KPMG Consumer Behaviour Monitor (Nov 99 release). *

Life in General

| am healthy

| am really happy with life

My family’s financial situation is good

My life will be better in the next year than it was last
year

| believe rules should never be broken

The Australian economy is doing well

The Australian economy is getting better

| seek out the latest things

| rarely feel stressed

| feel that where | end up in life will be more a matter of ¢
luck than planning

0O 10 20 30 40 50 60 70 80 90

percentage agree

B LGAs 7 Australia

! For those lines where no Australian result is shown, there is no comparable question in the Australian sample.
Thisiscommon to al further graphs.
All ‘percentage agree’ scalesinclude both ‘agree’ and ‘strongly agree’ ratings.
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The results for the survey are comparable to the national average, with no substantial
differences. The data shows that the respondents are happy with life, optimistic about their
personal future and slightly pessimistic about the economy. The last point is a belief in luck
rather than planning (locus of control), and indicates only a slightly smaller locus of control
in respondents compared to the balance of Australians.

When the respondents from the six LGAs were asked to compare their feelings about life
today to life three years ago, the results show that 60% of people described themselves as
happier today than they were three years ago. This is consistent with the positive responses
to their financial situations and the Australian economy. However, it appears that more than
half the respondents are also more stressed than they were three years ago and only 38% feel
they are healthier now.

Life in General - 3 Year Comparison

| feel Iedsifj Ztr;;:resdar;c:)w than | 4
e T Y,
7777

My family’s financial situation
is better than it was 3 years
ago

The Australian economy is

years ago

| am happier than | was 3 W
years ago ‘ ‘ ‘

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

W agree [ neutral pj disagree

The results describing the LGA respondents’ attitudes to friendship, activity and risk were
slightly higher compared to the Australian average. Respondents to this survey felt that they
are somewhat busier, have a dightly more full socia life and are more positive towards
crowds. However, they are less trusting of people in general — forty per cent of Australians
feel most people can be trusted, compared with 33% of the LGA respondents.

There were a number of questions that do not have a comparable Australian average. A very

positive response was recorded towards family life (85%), however, 75% of those surveyed
expressed a concern about security.
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Friendship, Activity and Risk

I have a good family life

| am always busy

Security is of concern to me

I am hardly ever bored

I am hardly ever lonely

[ I N N —
| have a full social lite CAALLZZZZZZZ772222272222

I
Taking risks gives me a thrill LLILEE L7

I
| like crowds (P22

] |
| believe most people can be trusted /A

0 10 20 30 40 50 60 70 80 90
percentage agree

B LGAs @ Australia

When respondents compared their attitudes to these topics to that of three years ago,
responses were not as positive. Half agreed they were busier now than they had been at that
time, however only 47% felt that they had a better family life now. Only 42% felt they were
less bored now, and less than 40% felt less lonely. There was aso a less than positive
response to the idea that their social lives were ‘better’ now than they were three years ago.
The most negative response however, was expressed in relation to trust — with only 12% of
L GA respondents agreeing that they trusted people more than they did three years ago.

Despite this apparent deterioration in sentiment, there was no causal link to the individual
happiness model.
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Friendship, Activity and Risk - 3 Year Comparison
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These two graphs show a comparison of attitudes to income from the LGA and national
respondents. The graph shows that there is a difference of about 5% between the LGA
sample (47%) and the national sample (52%) in relation to the statement ‘I always have
enough money to go around’. There is also a dight discrepancy between the two sample sets
in their attitude to being spenders and buying luxuries. In relation to a three-year income
comparison, there were low results recorded from the respondents. Only approximately 25%
felt that their money goes further than it did three years ago, and even fewer felt that they
buy more luxuries than they did three years ago.

Income - 3 Year Comparison

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

| buy more luxuries now
than | did 3 years ago

My money goes further
now than it did 3 years
ago

W agree [ neutral F disagree

Sport is a popular past time in all the suburbs surveyed, with almost 80% of those surveyed
saying that ‘people play sport around here’. There was also a very positive response to the
idea that the suburb/region was a good one to live in (78%). Slightly lower, although still
positive were the responses to the sense of community and safety (59% and 57%
respectively). However, less than half the respondents felt that the local economy was doing
well (45%), or that the local shops were well off (37%). The most negative answers were
recorded in response to the amount of work in the areas surveyed (22%) and the idea that
there is no crime in the suburb or region (16%).
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Suburb or Region
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When respondents rated how they remembered feeling three years ago, answers were even
more negative. Only about 30% of people felt that there is now a better sense of community,
or that the local economy, shops or even suburb is better. Even more negative responses
were recorded for the remaining questions. Only 14% of people surveyed feel that there is
less crimein their area than there was three years ago.
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Suburb or Region - 3 Year Comparison
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Over 80% of respondents felt that gambling related problems have got worse in the last three
years, that there is more of it in their area, and that it is a serious social problem.
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Gambling in General
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Less than half the respondents felt that gaming has increased employment in their area or has
improved their socia or family lives. Only a small percentage felt that the casino (11%) or
pokies (10%) has been good for their suburb or region. In fact, when the results are
examined in reverse, over 90% felt that gambling does more harm than good for the

community.

‘Consumption’ at the LGA level has been compared to that of a national sample. It can be
seen that consumption is glightly higher in al categories surveyed. The most substantial
differences were for department store visits in the last month — almost 4.3 visits compared
with the national average of 3.6, and clothing consumption. There was aso a relatively
substantial difference in the amount of homewares bought in the last month.
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Consumption in the Last Month
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The graph below illustrates entertainment ‘consumption’. Takeaway was consumed four
times, and restaurants were visited about two times in the last month — substantially more
than for the Australian average. The least frequented venues were nightclubs or discos.
‘Large Consumption’ incorporates cars, and house buying and renovating. The LGA
respondents consume more of these items than the national average. The most significant
differenceisin the new or used car category, where 14% of respondents had purchased a car
in the last six months, compared to just over 11% of the national sample.
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The graph below shows the frequency of gambling among the LGA respondents. Not
surprisingly, the most popular gambling activity is playing the poker machines at a pub or
club. The LGA respondents participated in this almost 8.2 times a year compared with a very

similar national average.

Greyhound or horse races was the next most common activity, and

the least was playing the poker machines at Crown Casino.
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Frequency of gambling
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There were a number of questions in the survey specifically addressing those respondents
who said they played poker machines. “Pokie” players spent less than an hour playing on
their last visit to a pokie venue, and spent about $45. They were relatively dissatisfied with
their experiences: on a scale of 1-100, the average response was 47. For those who said they
played ‘table games a Crown Casino, there was a more positive response to their
experience at playing these games. On a scale of 1-100, the average response was over 65.
Table players spent an average of 1% hours playing, and spent almost $100 each time.

Conclusion

The respondents in the survey are similar to the rest of Australia in their levels of overall
happiness. Their consumption patterns vary from the national sample, as they are more likely
to consume entertainment and consumer goods and to invest in housing and cars compared
to the national average.

Respondents show no difference in their frequency of playing the poker machines than the
average Australian. They strongly believe that gaming has done more harm than good for the
community, despite some recognition of positive impacts on employment and socia life in
the region. Given an emphasis on entertainment in the regions and the lack of relationships
between gambling and what makes people happy, it can be concluded that pokies play a part
of the entertainment mix of the areas and are consumed as such.

Around 60% of respondents are happier now than three years ago, and around 80% perceive
that their family’s financial situation has not deteriorated from three years ago. Stress and
health are issues for around 60% of respondents. However, amost 8 in 10 believe their
region isgood to livein.
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Gambling participantsin our survey

In our survey, ‘gamblers are defined quite broadly and include all those people who have
participated in gambling at least once in the last six months. They make up 51% of the
sample. This sub-sample was questioned further on their gambling behaviour and attitudes,
and the results are reported below.?

The most popular reason among gamblers for playing poker machines was described as
being ‘for social reasons; to be with friends'. The next most common reasons were the
chance of getting lucky (55%) and for the thrill or dream of winning (52%). The least
frequent reason was described by 17% of gamblers as being because the money goes to a
worthy cause, and other reasons given by less than 25% of gamblers were ‘to test my skill’
and ‘to enhance my social standing'.

Specific reasons for playing pokies

For social reasons; to be with friends

Because | believe | may get lucky

For the thrill/dream of winning

To make a quick buck

Out of boredom to pass the time

Because | like to beat the odds/back a winner

Because | am attracted to the venue itself

Because the atmosphere and excitement gives me a buzz

Because | like to take risks

Because it is a favourite recreational activity/hobby

To test my skill

To enhance my social standing

Because the money lost goes to a worthy cause

0 10 20 30 40 50 60 70

percentage nominating

2 Comparisons between KPMG's findings for the six regions and the State-wide findings of the Patterns survey
areincluded in Chapter 5 of the Main Report (see Table 5.5). Comparisons between KPMG'’s findings for each of
the six study regions are included in Chapter 5 of the Main Report (see Table 5.4).
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The following graph details what gamblers indicated they would spend their money on had
they not spent it on gambling. Around 20% would have saved the money, approximately
20% would have spent it on groceries and approximately 20% on personal items. Less than
5% of people said they would put it towards rent or mortgage, and 6% indicated that they
would pay bills or credit cards.
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Not spent it/Saved it/Put it in the bank
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Put it towards major household goods (eg. TV, refrigerator)
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Used it to pay rent/mortgage
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Venuesfor playing poker machines

The most common venue among poker machine players is a pub or hotel. Over 35% of
respondents chose this option, with the next most popular venue being a licensed sporting
club. Other options included the Casino (16%); the RSL (14%) and other licensed clubs
(12%).

Most common venue for pokies

Pub/hotel

Licensed sports club
(golf, football, bowls etc)

Melbourne Crown
Casino

RSL Club

Some other sort of
licensed club

Or somewhere else

(specify)

0 5 10 15 20 25 30 35 40

percentage agree

Of the ‘pub or club’ poker machine players, the mgjority travel to the venue from home,
rather than from work or from other activities. The majority arrive between 4pm and 8pm,
although other high responses included 8pm to midnight, and noon to 4pm. The average
poker machine player stays at the venue for almost 2% hours.
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When asked what they did at their most frequently visited venue, the most common response
was ‘had ameal’ there. Over half the poker machine players also record liking the venue and
visiting there more than other venues. However, only 28% said that they had lots of good
luck at their favourite venue.
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Comments about most frequently visited pokies venue

| had a meal

| really like visiting the
venue
| visit that venue more
than other venues

It is enjoyable and
thrilling

I have lots of good luck
there

{l

o

10 20 30 40 50 60 70
percentage agree

When asked why they visited their most common venue, almost 70% of the poker machine
players responded that it was easy to get to, that there were good meals and restaurants, or
simply that they went there ‘to relax’. Only about 25% of people said that they visited the
venue because it had lots of pokies.

Go to Most Common Pokies Venue Because

because it is easy to get to

to relax

because there are good meals and restaurants

because it is a good place to socialise

because it has all the entertainment | need under one roof
because it is a good place to drink

because it is a good place to gamble

because it has the sort of pokies I like

because it is open all hours

because it has lots of pokies
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percentage agree
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When poker machine players were asked what it would take to make them game more, the
most common response was if there was more variety among the machines. Approximately
11% felt the venue could be more attractive and comfortable, but only 3% felt that the venue
being open longer hours would make them game more.

| would game more if...

There was more variety in the types of
machines available

The venue was more attractive and
comfortable

venue

There were more machines available

The venue was open longer

There was a more conveniently located _

percentage agree

Conclusion

Just over half of the total number of respondents sampled were gamblers. For most of these
gamblers, when visiting pokie venues, the poker machines appear to be of relatively low
importance in the total entertainment experience. They are interested in the meals, and in
socialising, in addition to playing poker machines. The games themselves appear to be an
incidental activity for most gamblers.
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South Oaks Gambling Screen (SOGYS)

The respondents who had gambled in the last six months were asked the battery of questions
from the South Oaks Gambling Screen, which is an instrument used to measure the
prevalence of problem gambling in the population. We derived a score to identify the
percentage of the population in our survey regions ‘at risk’ of problem gambling using the
approach adopted in the state-wide survey, ‘Sixth survey of community gambling patterns
and perceptions’ (hereafter referred to asthe ‘ Patterns’ Survey).?

In the Patterns Survey, the distribution of scores reduces exponentially from a zero score,
with almost 72.6% of the Patterns Survey sample of gamblers scoring zero, 15.9% scoring
one, 5.3% scoring two and a steady decline thereafter. The SOGS distribution for gamblers
in our study regions shows a similar distribution as the state-wide results (see below). In our
regions, just over 75% of our sample of gamblers score zero, 12.6% score one, and 5.3%
score two.

Problem Gambling (SOGS Distribution)
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Our survey indicates that only 2% of the population in our study regions are at risk of
problem gambling. The Patterns survey found that 1% of the state population in 1997, and
1.5% of the population in 1998 were in the “At risk” category (a score of 5 or more). The
figure of 2% obtained in the KPMG survey is not significantly different from that found in

3 Ref: ‘ Definition and Incidence of Problem Gambling including the Socio-Economic Distribution of Gamblers
Australian Institute for Gambling Research (1997) commissioned by the VCGA. In this report, it was
recommended that despite having some limitations, the SOGS was the best currently available instrument to
measure the prevalence of problem gambling and that it should be used in the short term for the VCGA’s ongoing
survey series of community gambling patterns and perceptions. The VCGA has included the SOGS in the last
three of its ongoing Community Gambling Patterns surveys.
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The Patterns Survey given the size of the sample and the variation expected with a
prevalence rate of thissize.

This indicates that the populations of the LGAs surveyed are not substantially different from
the rest of the Victorian population with the possible exception of there being more low
level, low risk gambling activity.

The following sets out our sample of gamblers' responses to several of the SOGS questions.
These three questions are included because they are the only ones where a significant
percentage of gamblersin our survey provided aresponse other than ‘ never’.

1. Trying to “ win back” money lost.

Over 85% of the gambling respondents suggested that they never return another day to win
back money that they had lost. Just under 12% indicated that they did this sometimes or less,
and 1.8% of gamblers suggested that they did this mostly or every time.

2. Claiming wins when money was | ost.

Of all gamblers, 92% indicated that they never claimed to be winning money when they had
really lost. Approximately 7% of gamblers suggested they did this sometimes or less. Over
1% said they did this mostly or every time.

3. Having gambling problems.

Slightly over 92% of gamblers suggested that they never felt that they have had a problem
with gambling or that their gambling was out of control. Approximately 6% of gamblers
suggest that they have felt this way sometimes or less. Nearly 2% of the sample of gamblers
indicated that they mostly or always felt thisway.
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Appendix 1. Modelling of relationships between issues

The modelling process explores the relationship between factors to establish whether there is
likelihood for one factor to influence the other.

If there was a relationship between, say ‘This suburb is a good suburb to live in’ and
‘Gaming has been good for our region’ then the ratings on each question would vary
systematically. If there was a systematic positive relationship, then it would be concluded
that gaming had indeed been good for the suburb. If there was a systematic negative
relationship then we would conclude that gaming had been bad. In redlity there is no
systematic relationship between the factors, hence we conclude that gaming is not actually
rated as having a bad influence. This conclusion is reached despite the fact that gaming is
uniformly rated as being bad for the suburb. This apparent contradiction can be resolved by
understanding that people have a view that gaming is bad. They also usually like their suburb
for awhole range of reasons, and for most, the actual impact of their dislike of gaming does
not affect their liking of the suburb.

Example: Attitudestowards suburb & region

For those who have differing views on poker machines, we can compare the proportion of
respondents who like living in their region. It can be seen that the views about living in their
region are split roughly the same, irrespective of a respondent’s view about gaming.
Respondents appear to develop their views about their region irrespective of their views on
gaming. Our econometric work in Supporting Paper No. 2 confirms this lack of correlation
with respect to their actual gaming behaviour as well.

Do respondents think that electronic gaming has been good for their
suburb and do they think overall their suburb is good to live in

£z Agee [l |
S5 8 1
§ g, g Neutral
% é ’ Disagree ‘ ‘ ‘ ‘ ‘ |
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Overall this is a good suburb/region to live in

O Disagreel Neutraldd Agree
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Appendix 2: Further comparisonswith “ Patterns Survey” —
Roy Morgan

1. Playing bingo.

In this Appendix, we set our some comparisons between the findings of our survey and those
in the “ Patterns Survey”. In comparison to the “ Patterns Survey”, which found that 3% of the
population play bingo at least once a month, we had similar findings with just under 7% of
the population play bingo at least once a month.

2. Betting on horses and greyhounds

The “Patterns Survey” found 9% of the population gamble on either the greyhounds, horses
or trots at least once a month. Similarly, we find that 8.5% of the population gamble this way
at least once a month.

3. Playing poker machines.

From our study, almost 19% of respondents suggested they play the poker machines more
than once a month at a pub or a club, and approximately 2% suggest that they play poker
machines at the Crown Casino more than once a month. This can be closely paralleled to the
“Patterns Survey”, which suggests that 13% of the population play the pokies at least once a
month and further that 3% of the population frequent the casino more than once a month.

4. Playing Crown Casino table games

We have found that approximately 2% of respondents frequent the Crown Casino at least
once a month to play table games. This is similar to the Patterns Survey finding that 3% of
the population attend Crown Casino at least once a month. The above data indicates that our
sample has included respondents with broadly similar gambling behaviour to that of the
sample in the Patterns Survey.
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VCGA Gaming Survey
ref: VCGA99-BDT09-Reports.xls mean = minl max = std | number variable
Note all attitude variables converted to O=strongly disagree, 50=neutral, 100=
strongly agree
this applies to all variables with beginning with X2, X3, X5
All other variables are unconverted scores
PART B - PERSONAL VALUES
Life in general
1 1am really happy with life 74.03 0 100 23.1 1000 X5B(1)
2 The Australian economy is doing well 53.20 0 100 24.5 1000 X5B(2)
3 The Australian economy is getting better 52.88 0 100 @ 23.25 1000 X5B(3)
4 My life will be better in the next year than it was last year 67.10 0 100 @ 25.13 1000 X5B(4)
5 My family’s financial situation is good 65.08 0 100 26 1000 X5B(5)
6 | feel that where | end up in life will be more a matter of luck than planning 43.98 0 100 @ 31.65 1000 X5B(6)
7 1 believe rules should never be broken 52.45 0 100 = 31.48 1000 X5B(7)
8 | seek out the latest things 48.85 0 100 27.7 1000 X5B(8)
9 | am healthy 72.45 0 100 @ 24.75 1000 X5B(9)
10 | rarely feel stressed 46.05 0 100 29.2 1000 X5B(10)
B
Belonging and friendship B
B
11 | have a good family life 79.30 0 100 23.2 1000 X5B(11)
12 Security is of concern to me 72.15 0 100 27.4 1000 X5B(12)
13 | am hardly ever lonely 68.85 0 100 @ 28.68 1000 X5B(13)
B
Levels of activity B
B
14 || am always busy 78.55 0 100 24.4 1000 X5B(14)
B
Fun and going out B
B
15 || have a full social life 62.00 0 100 | 27.93 1000 X5B(15)
16 || like crowds 47.13 0 100 @ 30.48 1000 X5B(16)
17 I am hardly ever bored 68.60 0 100 @ 26.53 1000 X5B(17)
B
Risk B
B
18 | Taking risks gives me a thrill 45.90 0 100 30.9 1000 X5B(18)
B
Trust B
B
19 || believe most people can be trusted 46.23 0 100 @ 27.18 1000 X5B(19)
B
Income B
B
20 | always have enough money to go around 52.48 0 100 29.7 1000 X5B(20)
21 | buy luxuries 42.33 0 100 28.9 1000 X5B(21)
B
Shopping B
B
22 | am a spender, not a saver 48.80 0 100 @ 30.13 1000 X5B(22)
B
Thinking about your suburb or region B
B
23 Owerall, this is a good suburb or region to live in 73.58 0 100 = 24.55 1000 X5B(23)
24 The local economy is good 55.23 0 100 @ 24.68 1000 X5B(24)
25 The local shops are doing well financially 52.00 0 100 = 24.63 1000 X5B(25)
26 There is a real sense of community around here 63.13 0 100 25.4 1000 X5B(26)
27 It is safe around here 60.65 0 100 26.2 1000 X5B(27)
28 There is no crime around here 33.28 0 100 26.3 1000 X5B(28)
29 There is plenty of work around here 39.65 0 100 @ 26.73 1000 X5B(29)
30 People play sport around here 73.70 0 100 @ 21.13 1000 X5B(30)
B
Thinking about your life 3 years ago B
B
31 I was living in this suburb or region 3 years ago 78.33 0 100 @ 29.85 1000 X5B(31)
B
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ref: VCGA99-BDT09-Reports.xls mean = minl max  std  number Vvariable
Life in general B
B

32 lam happier than | was 3 years ago 67.40 0 100 = 26.33 1000 X5B(32)

33 The Australian economy is better now than it was 3 years ago 60.78 0 100 @ 24.33 1000 X5B(33)

34 My family’s financial situation is better than it was 3 years ago 61.28 0 100 @ 26.93 1000 X5B(34)

35 | am healthier now than | was 3 years ago 54.73 0 100 @ 27.03 1000 X5B(35)

36 | feel less stressed now than | did 3 years ago 51.93 0 100 = 28.93 1000 X5B(36)
B
Belonging and friendship B
B

37 | have a better family life now than | did 3 years ago 60.33 0 100 @ 25.75 1000 X5B(37)

38 | am less concerned with security now than | was 3 years ago 45.73 0 100 27.3 1000 X5B(38)

39 | am less lonely now than | was 3 years ago 54.23 0 100 @ 26.18 1000 X5B(39)
B
Levels of activity B
B

40 | am busier now than | was 3 years ago 66.00 0 100 28.1 1000 X5B(40)
B
Fun and going out B
B

41 | have a better social life now than | did 3 years ago 53.13 0 100 @ 26.88 1000 X5B(41)

42 | am less bored now than | was 3 years ago 58.08 0 100 24.3 1000 X5B(42)
B
Risk B
B

43 | take more risks now than | did 3 years ago 43.63 0 100 27.2 1000 X5B(43)
B
Trust B
B

44 | trust people more now than | did 3 years ago 38.13 0 100 @ 23.08 1000 X5B(44)
B
Income B
B

45 My money goes further now than it did 3 years ago 37.38 0 100 @ 30.75 1000 X5B(45)

46 | buy more luxuries now than | did 3 years ago 37.58 0 100 | 29.05 1000 X5B(46)
B
Thinking about your suburb or region compared to how it was 3 years ago B
B

47 ' This suburb or region is better to live in now than 3 years ago 53.05 0 100 | 22.75 1000 X5B(47)

48 The local economy is better now than it was 3 years ago 51.18 0 100 22.3 1000 X5B(48)

49 The local shops are doing better financially than they were 3 years ago 49.63 0 100 235 1000 X5B(49)

50 There is a better sense of community around here now than there was 3 years ago 53.38 0 100 @ 21.55 1000 X5B(50)

51 It is safer around here now than 3 years ago 43.25 0 100 @ 21.53 1000 X5B(51)

52 There is less crime around here than 3 years ago 38.93 0 100 @ 23.25 1000 X5B(52)

53 There is more work around here than there was 3 years ago 43.55 0 100 | 24.55 1000 X5B(53)

54 People play more sport around here than they did 3 years ago 53.20 0 100 @ 20.63 1000 X5B(54)
B
Gaming- explain that gaming is electronic gaming machines or pokies and the games played at the casino B
B

55 There is more gaming in our suburb or region than there was 3 years ago 79.78 0 100 = 23.43 1000 X5B(55)

56 | think electronic gaming (or pokies) have been good for our suburb or region 26.90 0 100 25.8 1000 X5B(56)

57 Gaming has increased employment in our suburb or region 49.15 0 100 @ 28.83 1000 X5B(57)

58 Gaming has improved social life in our suburb or region 35.78 0 100 @ 27.15 1000 X5B(58)

59 Gaming has improved family life in our suburb or region 19.50 0 100 20.8 1000 X5B(59)

60 The casino has been good for our suburb or region 30.98 0 100 @ 26.18 1000 X5B(60)

61 There are not enough gaming machines in our suburb or region 13.70 0 100 @ 20.35 1000 X5B(61)

62 Gambling related problems have got worse in the last 3 years 79.90 0 100 @ 25.33 1000 X5B(62)

63 Gambling does more good for the Community than harm 19.78 0 100 = 22.43 1000 X5B(63)

64 Gambling is a serious social problem 79.60 0 100 25.5 1000 X5B(64)

:::bl)i/s:, yourself or any of your family ever experienced difficulties with excessive 10.50 o 100 307 098 X2B(65)

66 (IF YES TO ABOVE) Was that during the last 6 months or more than 6 months ago = 69.50 0 100 46.3 105 X2B(66)

67 Have you participated in any gambling activities in the last 6 months 51.30 0 100 50 1000 X2B(67)

B
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C
PART C - FREQUENCY OF CONSUMPTION B
B
In the last month, how many times did you visit....... ? B
B
1 Department stores 4.33 0 18 4.3 1000 XFC(1)
2 Shopping centres 6.57 0 18 5.08 1000 XFC(2)
B
In the last month, how many of the items in any of the following categories did you buy..? B
B
3 Clothing 3.45 0 18 411 1000 XFC(3)
4 | Fashion accessories 0.83 0 18 1.89 1000 XFC(4)
5 Books 1.99 0 18 3.35 1000 XFC(5)
6 Cds 1.18 0 18 2.28 1000 XFC(6)
7 Computer software, hardware and accessories 0.54 0 18 1.8 1000 XFC(7)
8 Homewares 1.15 0 18 2.22 1000 XFC(8)
B
In the last month, how many times did you...... ? B
B
9 GotoaBYO or licensed restaurant 2.12 0 18 2.92 1000 XFC(9)
10 Eat takeaways 3.98 0 18 4.2 1000 XFC(10)
11 See a movie at a cinema 0.77 0 18 1.53 1000 XFC(11)
12 |Go to a pub or bar for drinks only 1.48 0 18 3.11 1000 XFC(12)
13 |Go to a night club or disco 0.60 0 18 1.97 1000 XFC(13)
B
In the last six months, have you B
B
14 Bought or built a house or flat 5.20 0 100 @ 22.21 1000 XFC(14)
15 |Carried out renovations of more than $5,000 7.60 0 100 @ 26.51 1000 XFC(15)
16 Bought a car (new or used) 14.00 0 100 @ 34.72 1000 XFC(16)
B
How often do you gamble on or play...... ? B
B
17 Bingo 3.84 0.5 170 | 16.01 975 XFC(17)
18 Horse or greyhound races 5.81 0.5 170  21.29 978 XFC(18)
19 Poker machines (pokies) at a pub or club 8.28 0.5 170 = 22.42 982 XFC(19)
20 Poker machines (pokies) at Crown Casino 1.14 0.5 52 3.51 978 XFC(20)
21 Table games at Crown Casino 1.38 0.5 170 9.12 972 XFC(21)
B
Average frequency of Pokies,Horses and Bingo 5.93 0.5 113.5 | 13.331 971 X GFREQ3
Average frequency of Pokies,Horses, Bingo, Crown (pokies, tables) 3.96 0.5 60.4 | 8.124 966 X GFREQ5
22 | am gambling less now than | was 3 years ago 55.73 0 100 29.9 1000 X5C(22)
B
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PART D - GAMING B
B
1 Would you say you gre satisfied gr dissatisfied with your experience of playing table 65.38 0 100 | 24.98 17 X5D(1)
games at Crown Casino (very satisfied=100)
2 Each da‘y you play table ggmeg at (;rown Casino, how much time do you spend at 76.00 P 360 | 82.59 17 XND(2)
the gaming tables (record time in minutes)
3 Each day you play table games at Qrown Casino, on average, how much money do 08.67 P 550 | 111.34 17 XND(3)
you spend or outlay (record amount in dollars)
4 Wogld you §ay you are satisfied or dissatisfied with your experience of playing the 46.68 o 100 203 460 X5D(4)
pokies (vsatisfied=100)
5 Each da}/ yoy plgy the pokies, how much time do you spend playing the machines 54.64 1 480 | 56.63 460 XND(5)
(record time in minutes)
6 Each day you p!ay the pokies, on average, how much money do you spend or outlay 45.61 1 0999 | 465.8 460 XND(6)
(record amount in dollars)
7 'What are the main motivations, attractions or reasons you play the pokies? B
a Thrill/dream rewards of winning 14.60 0 100 35.3 460 X2D7(1)
b ' Atmosphere/excitement/gives a buzz 9.30 0 100 29.1 460 X2D7(2)
c Beating the odds/back a winner 3.30 0 100 17.8 460 X2D7(3)
d Exchange of money/handling money 0.20 0 100 4.7 460 X2D7(4)
e Upbringing/family background 0.40 0 100 6.6 460 X2D7(5)
f |Ego/self esteem 0.00 0 0 0 460 X2D7(6)
g Fawourite recreational activity/hobby 9.30 0 100 29.1 460 X2D7(7)
h Social reasons/see friends 45.40 0 100 49.8 460 X2D7(8)
| Compulsions/addiction 0.90 0 100 9.3 460 X2D7(9)
j Like taking risks/risk taker 0.40 0 100 6.6 460 X2D7(10)
k Belief in luck/may get lucky 12.60 0 100 33.2 460 X2D7(11)
| 'Want to be successful 2.40 0 100 15.3 460 X2D7(12)
m Boredom/pass time 22.20 0 100 41.6 460 X2D7(13)
n Other (specify) 7.20 0 100 25.8 460 X2D7(14)
o (Don't know) 1.30 0 100 114 460 X2D7(15)
B
| play the pokies: B
B
8 For the thrill/dream of winning 51.15 0 100 34.3 460 X5D(8)
9 Because it is a favourite recreational activity/hobby 27.13 0 100 @ 28.15 460 X5D(9)
10 'Out of boredom to pass the time 37.45 0 100 @ 31.93 460 X5D(10)
11 Because | like to beat the odds/back a winner 36.30 0 100 @ 30.08 460 X5D(11)
12 Because | believe | may get lucky 55.50 0 100 32.4 460 X5D(12)
13 To test my skill 21.43 0 100 @ 24.05 460 X5D(13)
14 To make a quick buck 40.70 0 100 = 34.65 460 X5D(14)
15 Because | like to take risks 33.25 0 100 @ 28.43 460 X5D(15)
16 To enhance my social standing 19.30 0 100 @ 21.55 460 X5D(16)
17 Because the money lost goes to a worthy cause 16.35 0 100 @ 22.15 460 X5D(17)
18 For social reasons; to be with friends 58.93 0 100 @ 29.88 460 X5D(18)
19 Because the atmosphere and excitement gives me a buzz 34.25 0 100 @ 28.43 460 X5D(19)
20 Because | am attracted to the venue itself 35.23 0 100 = 28.43 460 X5D(20)
B
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Other gambling questions B
B
Thinking of the last week in which you spent money on pokies or table games. If
you hadnt spent the money on gambling, could you please tell me in what other B
ways you might have used it? (Don't read out, circle yes as appropriate)
21 Spent it on groceries or small household items 22.70 0 100 42 488 X2D(21)
22 Put it towards major household goods (eg. TV, refrigerator) 4.30 0 100 20.3 488 X2D(22)
23 Spent it on personal items (eg. clothing, footwear) 22.50 0 100 41.8 488 X2D(23)
24 Spent it on restaurant meals 12.10 0 100 32.6 488 X2D(24)
25 Spent it on wine, beer, etc 10.00 0 100 30.1 488 X2D(25)
26 Spent it on the movies or a concert 5.70 0 100 23.3 488 X2D(26)
27 Spent it on other entertainment or recreation activties 18.90 0 100 39.2 488 X2D(27)
28 Used it to pay bills/credit cards 5.90 0 100 23.7 488 X2D(28)
29 Used it to pay rent/mortgage 1.60 0 100 12.7 488 X2D(29)
30 Spent it on other items (please specify) 11.90 0 100 32.4 488 X2D(30)
31 Not spent it/Saved it/Put it in the bank 19.90 0 100 39.9 488 X2D(31)
32 (Dont know) 2.50 0 100 155 488 X2D(32)
B
Which type of venue do you play pokies at (MULTIPLE RESPONSE): B
33 Pub/hotel 42.00 0 100 49.4 460 X2D(33)
34 Licensed sports club (golf, football, bowls etc) 27.00 0 100 44.4 460 X2D(34)
35 RSL Club 18.00 0 100 38.5 460 X2D(35)
36 Some other sort of licensed club 15.90 0 100 36.6 460 X2D(36)
37 Melbourne Crown Casino 22.60 0 100 41.9 460 X2D(37)
38 Or somewhere else (specify) 1.70 0 100 13.1 460 X2D(38)
B
Which type of venue do you go to the most to play pokies (single response): B
40 Pub/hotel 35.90 0 100 48 460 X2D(40)
41 Licensed sports club (golf, football, bowls etc) 21.70 0 100 41.3 460 X2D(41)
42 RSL Club 13.90 0 100 34.6 460 X2D(42)
43 'Some other sort of licensed club 11.70 0 100 32.2 460 X2D(43)
44 Melbourne Crown Casino 15.70 0 100 36.4 460 X2D(44)
45 Or somewhere else (specify) 1.10 0 100 10.4 460 X2D(45)
B
Thinking of the last time you played the pokies at a club or pub (not including Crown B
Casino)
47 How far did you travel to get to this venue? (km) 2.52 1 6 1.64 426 XND(47)
48 Did you go to this venue B
* From home 32.20 0 100 46.7 1000 X2START(1)
* On the way to or from work 2.10 0 100 14.3 1000 X2START(2)
* From somewhere else 9.00 0 100 28.6 1000 X2START(3)
B
49 || visit that venue more than other venues 53.53 0 100 @ 34.75 433 X5D(49)
50 I really like visiting the venue 54.80 0 100 @ 28.18 433 X5D(50)
51 | have lots of good luck there 28.75 0 100 @ 24.15 433 X5D(51)
52 It is enjoyable and thrilling 44.28 0 100 @ 27.28 433 X5D(52)
53 | had a meal 59.30 0 100 @ 34.93 433 X5D(53)
B
| went to the venue.. B
54 to relax 64.90 0 100 27.7 433 X5D(54)
55 because it is easy to get to 66.23 0 100 @ 27.98 433 X5D(55)
56 because it is open all hours 41.75 0 100 28.7 433 X5D(56)
57 because it has all the entertainment | need under one roof 47.98 0 100 @ 31.15 433 X5D(57)
58 because it is a good place to socialise 53.70 0 100 @ 29.23 433 X5D(58)
59 because it is a good place to drink 44.23 0 100 @ 32.03 433 X5D(59)
60 because it is a good place to gamble 43.18 0 100 28.6 433 X5D(60)
61 because there are good meals and restaurants 65.30 0 100 @ 26.98 433 X5D(61)
62 because it has the sort of pokies | like 44.10 0 100 @ 29.28 433 X5D(62)
63 because it has lots of pokies 39.78 0 100 @ 27.65 433 X5D(63)
B
On your last visit to a gaming venue B
64 What time did you arrive: B
8 am to 12 noon 6.10 0 100 24 488 X2TIME(1)
12 noon to 4 pm 18.60 0 100 39 488 X2TIME(2)
4 pm to 8 pm 42.80 0 100 = 495 488  X2TIME(3)
8 pm to midnight 28.90 0 100 = 45.4 488  X2TIME(4)
midnight to 4 am 2.70 0 100 16.1 488 X2TIME(5)
4 am to 8 am 0.80 0 100 9 488 X2TIME(6)
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65 How long did you stay(hours) 2.45 1 7 1.24 488 XND(65)
B
Thinking about when you last played the pokies B
66 How much did you win? (a lot=100) 40.18 0 100 | 27.05 460 X5D(66)
67 | had really good luck 34.83 0 100 30.3 460 X5D(67)
68 | enjoyed myself 62.73 0 100 25.7 460 X5D(68)
B
| would game more if: B
69 There was a more conveniently located venue 22.28 0 100 | 23.03 488 X5D(69)
70 The venue was more attractive and comfortable 25.78 0 100 | 24.63 488 X5D(70)
71 The venue was open longer 19.63 0 100 | 18.83 488 X5D(71)
72 There were more machines available 20.18 0 100 | 20.83 488 X5D(72)
73 There was more variety in the types of machines available 26.48 0 100 | 25.68 488 X5D(73)
B
PART E B
B
Which any of these statements applied to you personally in the last 6 months. B
1 :Igl;in you gamble, how often do you go back another day to win back money you 117 1 2 0.48 649 XNE(1)
2 Have you ever claimed to be WINNING money when you really had lost? 1.10 1 4 0.38 649 XNE(2)
3 Do you feel you have had a problem with gambling or that your gambling was out of 110 1 2 0.41 649 XNE(3)
control?
B
The following questions still relate to the last 6 months and only require a yes or no B
answer.
4 Did you gamble more than you intended to? 19.60 0 100 39.7 648 X2E(4)
5 Have people criticised your gambling? 6.60 0 100 24.9 649 X2E(5)
6 Have you felt guilty about the way you gamble or what happens when you gamble? 12.60 0 100 33.2 649 X2E(6)
7 Have you felt that you would like to stop gambling but didn't think you could? 3.40 0 100 18.2 640 X2E(7)
8 Have you h|dder_1 betting sllps,_gambllng money .or any gther sign of gambling from 3.40 o 100 181 649 X2E(8)
your partner, children or other important people in your life?
9 :i\:ezgu ever argued with people you live with about how you generally handle 14.60 o 100 35.4 649 X2E(9)
10 Have money arguments ever centred on your gambling? 15.80 0 100 36.7 95 X2E(10)
1 Have ypu borrowed money from someone and not paid them back because of your 0.90 o 100 96 648 X2E(11)
gambling?
12 Hawe you lost time from work or study because of gambling? 0.80 0 100 8.8 648 X2E(12)
13 Have you ever borrowed money to gamble or pay off gambling debts? 2.50 0 100 155 648 X2E(13)
14 :i\:ezgu ever borrowed money to gamble or to pay gambling debts from household 2.00 o 100 14 648 X2E(14)
15 ;':r\(,i;?)u borrowed money to gamble or to pay gambling debts from your spouse or 1.70 o 100 12.9 648 X2E(15)
16 (Hgve you borrowed money to gamble or to pay gambling debts) from other relatives 0.80 o 100 8.8 646 XOE(16)
or in-laws?
17 (Have you borrowed money to gamble or to pay gambling debts) from banks, finance 0.30 o 100 56 648 XPE(L7)

companies or credit unions?
18 |(Have you borrowed money to gamble or to pay gambling debts) from credit cards? 1.50 0 100 12.3 648 X2E(18)
19 (Havg you borrowed money to gamble or to pay gambling debts) from high interest 0.00 o o o 648 X2E(19)
rate finance companies?
(Have you borrowed money to gamble or to pay gambling debts) from cashing in
stocks, bonds or other securities?
(Have you borrowed money to gamble or to pay gambling debts) from selling
personal or company property?
(Have you borrowed money to gamble or to pay gambling debts) by writing cheques

20 0.60 0 100 7.8 648 X2E(20)

21 0.50 0 100 6.8 648 X2E(21)

. . 0.00 0 0 0 647 X2E(22)
knowing there was no money in the account?
B
SOGs score 0.48 0 13 1.24 1000 SOG

No risk (score<=4) 98.00 0 100 14 1000  X2SOG(1)
One in 5 risk (score>=5 and score<=6) 1.30 0 100 11.3 1000 | X2SOG(2)
One in 2 risk (score>=7 and score<=9) 0.40 0 100 6.3 1000 | X2SOG(3)
One in 1 risk (score>=10) 0.30 0 100 5.5 1000 | X2SOG(4)

B
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PART A - SAMPLE AND DEMOGRAPHICS B
B

1 Gender (male=0 female=100) 51.10 0 100 50 1000 X2A(1)

2 Region B
Dandenong 16.70 0 100 37.3 1000 X2LOC(1)
Geelong 16.70 0 100 37.3 1000 X2LOC(2)
Maribyrnong 16.70 0 100 37.3 1000 | X2LOC(3)
Mildura 16.70 0 100 37.3 1000 X2LOC(4)
Moreland 16.60 0 100 37.2 1000 X2LOC(5)
Wellington/ South Gippsland 16.60 0 100 @ 37.2 1000  X2LOC(6)

B

1 Do you live with a partner or spouse? (No=0 Yes=100) 56.50 0 100 49.6 1000 X2F(1)

2 Do you have dependent children living at home? (No=0 Yes=100) 36.20 0 100 48.1 1000 X2F(2)

3 Do you receive a government pension or benefit? (No=0 Yes=100) 38.20 0 100 48.6 1000 X2F(3)

4 Are you the main income earner? (No=0 Yes=100) 62.90 0 100 48.3 1000 X2F(4)

5 |Highest education level? (1=primary 4=year 12 7=degree) 3.92 1 9 1.73 1000 XNF(5)
Less than year 12 50.10 0 100 50 1000 X2ED(1)
Year 12 23.40 0 100 @ 42.4 1000 = X2ED(2)
Trade or diploma 14.40 0 100 35.1 1000 X2ED(3)
Degr ee 12.10 0 100 32.6 1000 X2ED(4)

B

6 Work status? B
* Work full time (for money) 43.00 0 100 49.5 1000 | X2JOB(1)
* Work part time(for money) 18.90 0 100 39.2 1000 | X2JOB(2)
* Household duties only 8.30 0 100 27.6 1000 | X2JOB(3)
* Full time student 5.10 0 100 22 1000 X2JOB(4)
* Retired (self supporting) 9.60 0 100 29.5 1000 | X2JOB(5)
* Other pensioner 11.60 0 100 32 1000 | X2JOB(6)
* Unemployed 65.30 0 100 = 47.6 1000  X2JOB(7)

34.60 0 100 47.6 1000 X2JOB(8)

7 What is (was) your occupation? B
Un-skilled Blue Collar B
Semi-skilled Blue Collar 7.10 0 100 25.7 1000 | X20CC(1)
Skilled Blue Collar 10.40 0 100 30.5 1000 | X20CC(2)
Lower White Collar 13.10 0 100 33.8 1000 | X20CC(3)
Upper White Collar 27.40 0 100 44.6 1000  X20CC(4)
Senior Upper White Collar 11.00 0 100 31.3 1000 | X20CC(5)

8 What industry do (did) you work in? 1.20 0 100 10.9 1000 | X20CC(6)

9 Were you or your parents born overseas? B

10 'What was the main language spoken at home when you were growing up? 29.95 0 100 | 40.35 1000 X3F(9)
English 60.60 0 100 48.9 1000 X2LANG(1)
Mandarin 18.90 0 100 39.2 1000 X2LANG(2)
Cantonese 20.50 0 100 40.4 1000 X2LANG(3)
Vietnamese 0.00 0 0 0 1000 X2LANG(4)
Spanish 0.00 0 0 0 1000 X2LANG(5)
Italian 0.00 0 0 0 1000 X2LANG(6)
Greek 0.00 0 0 0 1000 X2LANG(7)
Other 0.00 0 0 0 1000 X2LANG(8)

11 Age in years 43.61 18 75 15.72 1000 AGE

12 'What is the gross (before tax) family income? 32.25 5 112.5  22.79 922 INCOME

1000.00 Number
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ref: VCGA99-BDT09-Reports .xlIs %Agree YNeutral %Disagree number | variable
PART B - PERSONAL VALUES
Life in general
1 || amredlly happy with life 744 189 6.7 1000 X5B(1)
2 | TheAustraian economry is doingwell 39.1 348 26.1 1000 X5B(2)
3 | TheAustrélian econony is getting better 363 39.3 244 1000 X5B(3)
4 My lifewill bebetter in thenext year than it wes last year 612 268 120 1000 X5B(4)
5 My fanilys finendd situation is good 637 212 151 1000 X5B(5)
6 || fed that wherel end upin lifewill be nore ametter of ludk than planning 341 16.0 499 1000 X5B(6)
7 | believerules should never be broken 394 239 367 1000 X5B(7)
8 || sesk out thelatest things 357 270 37.3 1000 X5B(8)
9 || amhedthy 773 120 107 1000 X5B(9)
10 | rady fed stressed 343 209 448 1000 X5B(10)
B
Belonging and friendship B
B
11 || haveagood fanily life 8438 86 6.6 1000 | X5B(11)
12 Seaurity is of concantome 742 111 14.7 1000 X5B(12)
13 || amhady eve lonely 68.8 132 180 1000 X5B(13)
B
Levels of activity B
B
14 | amaways busy 80.6 112 82 1000 X5B(14)
B
Fun and going out B
B
15 || haveafull sodd life 572 214 214 1000 X5B(15)
16 || likecowds 333 250 417 1000 X5B(16)
17 | anhady ever bored 688 162 150 1000 | X5B(17)
B
Risk B
B
18 Takingrisks gives meathill 339 219 442 1000 X5B(18)
B
Trust B
B
19 | beievenost people can betrusted 331 268 401 1000 X5B(19)
B
Income B
B
20 || dways have enough noney to go aound 46.6 187 347 1000 X5B(20)
21 | buy luxuries 206 210 294 1000 | X5B(21)
B
Shopping B
B
22 || amaspende, not asaver 336 253 411 1000 X5B(22)
B
Thinking about your suburb or region B
B
23 Ovedl, this is agoodsuburb or region tolivein 783 122 95 1000 X5B(23)
24 T helocd econony is good 44.6 3.3 24.1 1000 X5B(24)
25 Thelocd shops aedoingwel finandaly 359 375 26.6 1000 X5B(25)
26 Thereis ared senseof community aound here 595 230 175 1000 X5B(26)
27 Itis sefeaound here 574 20 206 1000 X5B(27)
28 Thereis no gimeaound here 156 21 62.3 1000 X5B(28)
29 Theeis penty of work around here 215 289 49.6 1000 X5B(29)
30 Peoplepay sport aound here 79.0 144 6.6 1000 X5B(30)
B
Thinking about your life 3 years ago B
B
31 | wes livingin this suburb or region 3years ago 84.9 19 132 1000 X5B(31)
B
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Life in general B
B

32 || am happier than | wes 3years ago 60.6 26.0 134 1000 X5B(32)

33 TheAustrdian econony is better nowthan it wes 3 years ago 52.0 3L6 164 1000 X5B(33)

34 My fanilys finandd situaion is better than it wes 3 years ago 54.6 26.1 193 1000 X5B(34)

35 || amhedthier nowthan | wes 3years ago 382 358 26.0 1000 X5B(35)

36 | fed less stressed nowthan | dd3yeas ago 399 254 347 1000 X5B(36)
B
Belonging and friendship B
B

37 || haveabette fanmily lifenowthan | dd3yeas ago 46.8 3HB.7 175 1000 X5B(37)

38 || amless conoarnedwith security nowthan | wes 3years ago 280 3.0 410 1000 X5B(38)

39 || amless londy nowthan | wes 3 years ago 36.0 381 259 1000 X5B(39)
B
Levels of activity B
B

40 || ambusier nowthen | wes 3yeas ago 60.6 204 190 1000 X5B(40)
B
Fun and going out B
B

41 | haveabetter sodd lifenowthan | dd3yeas ago 354 36.3 283 1000 X5B(41)

42 || amless bored nowthan | wes 3years ago 428 386 186 1000 X5B(42)
B
B
B

43 | tekenorerisks nowthan | dd3yeas ago 26.1 26.3 476 1000 X5B(43)
B
B
B

44 || trust people norenowthen | dd 3 years ago 128 382 49.0 1000 X5B(44)
B
Income B
B

45 |My noney goes further nowthen it did 3 years ago 252 16.3 585 1000 X5B(45)

46 || buy noreluxuries nowthan| did3yeas ago 233 195 57.2 1000 X5B(46)
B
Thinking about your suburb or region compared to how it was 3 years ago B
B

47 This suburb or regionis better tolivein nowthan 3 yeas ago 307 485 208 1000 X5B(47)

48 T helocd econony is better nowthan it wes 3 years ago 309 44.9 242 1000 X5B(48)

49 T helocd shops aedoing better finandaly than they were 3years ago 295 423 282 1000 X5B(49)

50 Thereis abetter senseof comunity aound here now than therewes 3 years ago 322 482 196 1000 X5B(50)

51 Itis s&fer aound herenowthan 3years ago 157 47.7 36.6 1000 X5B(51)

52 Thereis less aimeaound herethan 3 yeas ago 14.2 386 472 1000 X5B(52)

53 T hereis morework around herethan therewss 3 yeas ago 215 399 386 1000 X5B(53)

54 ' Peopleplay moresport around herethan they did 3years ago 273 55.9 16.8 1000 X5B(54)
B
Gaming- explain that gaming is electronic gaming machines or pokies and the games played at the casino B
B

55 'Thereis moregaringin our suburb or region than therewss 3 years ago 813 127 6.0 1000 X5B(55)

56 || think eedronicganing (or pokies) have been good for our suburb or region 101 216 683 1000 X5B(56)

57 | Garing has inaessed enploynment in our suburb or region 39.7 261 342 1000 X5B(57)

58 ' Garing has improved sodd lifein our suburb or region 191 249 56.0 1000 X5B(58)

59 | Garing has inmproved fanily lifein our suburb or region 31 143 82.6 1000 X5B(59)

60 'Thecssino has been good for our suburb or region 108 300 59.2 1000 X5B(60)

61 Thereaenot enough gaing mechines in our suburb or region 30 84 886 1000 X5B(61)

62  Garbling related problens have got worsein thelast 3yeas 823 101 76 1000 X5B(62)

63 | Garbling does noregood for the Community than ham 45 145 810 1000 X5B(63)

64  Ganrblingis aseious soda probem 820 88 9.2 1000 X5B(64)

65 Haveyou, yoursdf or any of your family ever experienced dfficulties with excessive garling 105 0.0 895 998 X2B(65)

66 (IF YES TOABOVE) Was that during thelast 6 months or nore than 6 months ago 69.5 0.0 305 105 X2B(66)

67 Haveyou patidpatedin any garbling adtivities in thelast 6 nonths 513 0.0 487 1000 X2B(67)
B
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PART C - FREQUENCY OF CONSUMPTION

22

PART D - GAMING

S

o

033 —x— —TQ -0 Qa0 oo ~N O

| play the pokies:

8
9
10
11
12
13
14
15
16
17
18
19
20

B

B
| angamding less nowthan | wes 3years ago 35.1 434 215 1000 X50(22)

B

B

B
Wouldyou say you aresdtisfied or dissatisfied with your experienceof playing teble gaes a
Qown Cssino (very satisfied=100) 606 48 146 u XD
Each day you play teblegames & Grown Casino, how nuch timedo you spend &t thegaring XND()
tables (record timein minutes)
Each day you play table games a Qrown Cssino, on average, how much noney do you spend XND(3)
or outlay (record anmount in dollars)
Wou!dyou say you aesdisfied or dssatisfied with your experience of playing the pokies %9 237 205 460 X5D()
(vsatisfied=100)
Each day you play the pokies, how much time do you spend playing the mechines (recordtime
i XND(5)
in mnutes)
Each day you play the pokies, on average, how nmuch noney do you spend or outlay (record XND(6)
anount in dollas)
What arethemein notivations, atractions or ressons you play the pokies? B
T hrill/dreamrewarcs of winning 146 00 854 460 X2D7(1)
Atnos phere/exdtement/gives abuzz 9.3 00 9.7 460 X2D7(2)
Besting the odds /back awinner 33 0.0 9.7 460 X2D7(3)
Exchange of noney/handing noney 0.2 0.0 9.8 460 X2D7(4)
Upbringing/fanily background 04 0.0 9.6 460 X2D7(5)
Egokéf esteem 0.0 00 100.0 460 X2D7(6)
Favouritereaegtiond adivity/hobby 93 0.0 90.7 460 X2D7(7)
Sodd ressons seefriends 454 0.0 54.6 460 X2D7(8)
Conpulsions/addiction 09 0.0 9.1 460 X2D7(9)
Liketakingrisksfisk teker 04 0.0 9.6 460 X2D7(10)
Belief in ludd/may get lucky 126 00 874 460 X2D7(11)
Want to besucoessful 24 0.0 97.6 460 X2D7(12)
Boredom/pess tine 22 00 778 460 X2D7(13)
Other (spedfy) 72 00 28 460 X2D7(14)
(Dont know) 13 0.0 9.7 460 X2D7(15)

B

B

B
For thethrill/dreamof winning 454 16.3 383 460 X5D(8)
Becauseit is afavouritereaestiond adtivity/hobby 158 111 731 460 X5D(9)
Cut of boredomto pess thetine 280 143 57.6 460 X5D(10)
Becausel liketo best the odds /back awinner 246 16.3 59.1 460 X5D(11)
Becausel bdievel mey get lucky 524 16.3 313 460 X5D(12)
Totest my skill 81 100 820 460 X5D(13)
Tonekeaquidk buck 350 113 537 460 X5D(14)
Becausel liketo tekerisks 213 154 633 460 X5D(15)
Toenhanceny sodd standng 48 10.7 845 460 X5D(16)
Becausethe noney lost goes to aworthy cause 52 7.6 87.1 460 X5D(17)
For sodd ressons; to bewith friends 585 146 270 460 X5D(18)
Becaus ethe atnos phere and exdtenent gives meabuzz 22 174 60.4 460 X5D(19)
Becausel amatracted to thevenueitsef 228 157 615 460 X5D(20)

B
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Other gambling questions B
B
T hinking of thelast week in which you s pent noney on pokies or tableganes. If you hadnt
spent thenoney on garbling, could you plessetdl mein what other ways you might have B
usedit? (Dont read out, drdeyes & gppropriate)
21 Spentit on groc=ies or sell householdites 27 0.0 773 488 X2D(21)
22 Putit towards mgor household goods (eg. TV, refrigerator) 43 0.0 95.7 4838 X2D(22)
23 | Spent it on persond itens (eg. dothing, footweer) 25 0.0 775 488 X2D(23)
24 ' Spent it on restaurant meds 121 0.0 879 488 X2D(24)
25 |Spent it onwine besr, etc 100 0.0 90.0 483 X2D(25)
26 Spentit on thenmovies or aconcart 5.7 00 943 488 X2D(26)
27 |Spent it on other entertanment or reaegtion adtivities 189 0.0 811 488 X2D(27)
28 |Usedit to pay hills/aedt cads 59 0.0 9.1 488 X2D(28)
29 Usedit to pay rent/mortgage 16 0.0 984 488 X2D(29)
30 'Spentit on other itens (plesses pedfy) 119 0.0 881 4838 X2D(30)
31 Notspentit/Savedit/Put it in the bank 199 0.0 8.1 488 X2D(31)
32 (Dont know) 25 00 975 483 X2D(32)
B
Which type of venue do you play pokies at (MULTIPLE RESPONSE): B
33 Pubhotel 420 00 580 460 X2D(33)
34 Licensedsports dub (golf, footbell, bowls etc) 270 0.0 730 460 X2D(34)
35 RSL Aub 180 0.0 820 460 X2D(35)
36 | Someother sort of licensed dub 159 0.0 841 460 X2D(36)
37 ' Mebourne Grown Czsino 226 0.0 774 460 X2D(37)
38 O somewheredse (spedfy) 17 0.0 98.3 460 X2D(38)
B
Which type of venue do you go to the most to play pokies (single response): B
40 |Pub/hotel 359 0.0 64.1 460 X2D(40)
41 | Licensedsports dub (golf, footbell, bows etc) 217 0.0 783 460 X2D(41)
42 RSL Qub 139 00 86.1 460 X2D(42)
43 |Someothe sort of licensed dub 117 0.0 883 460 X2D(43)
44 | Mebourne Qown Cssino 157 0.0 84.3 460 X2D(44)
45 O somenheedse (s pedfy) 11 0.0 9.9 460 X2D(45)
B
Thinking of the last time you played the pokies at a club or pub (not including Crown B
Casino)
47 'Howfa ddyou trave to get to this venue? (km) XND(47)
48 Didyou gotothis venue B
* Fromhomre 322 0.0 67.8 1000 2START (1)
* Ontheway to or fromwork 21 00 97.9 1000 2START (2)
* Fromsomenwheredse 9.0 0.0 910 1000 2START(3)
B
49 | visit that venue norethan other venues 515 85 399 433 X5D(49)
50 || redly likevisiting thevenue 453 270 217 433 X5D(50)
51 | havelots of good luck there 86 233 68.1 433 X5D(51)
52 |Itis enjoyableand thrilling 300 279 420 433 X5D(52)
53 || had amed 619 5.8 323 433 X5D(53)
B
| went to the venue.. B
54 tordax 675 127 199 433 X5D(54)
55  becauseitis essy to get to 68.3 127 189 433 X5D(55)
56 ' becauseit is open &l hours 26.8 212 519 433 X5D(56)
57 becauseit has dl the entertainment | need under oneroof 395 159 44.6 433 X5D(57)
58 ' becauseit is agood placetosoddise 478 196 325 433 X5D(58)
59 'becauseit is agood placeto diink 353 169 478 433 X5D(59)
60  becauseitis agood placeto garble 314 208 47.8 433 X5D(60)
61 becausethereare good meds andrestaurants 65.2 178 171 433 X5D(61)
62 | becauseit has thesort of pokies | like 304 256 439 433 X5D(62)
63  becauseit has lots of pokies 233 242 524 433 X5D(63)
B
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On your |ast Vsit to a gaming venue B
64 Wha timeddyou arive B
8amto 12 noon 6.1 0.0 939 488 X2T IME(1)
12 noonto4 pm 186 0.0 814 488 X2TIME(2)
4 pmto8pm 28 00 57.2 488 | X2TIME(Q)
8 pmto nidnight 289 00 711 488 | X2TIME(4)
nidnight to4 am 27 00 97.3 488 | X2TIME(5)
4amto8am 08 0.0 9.2 488 X2T IME(6)
65 Howlongdidyou stay(hours) XND(65)
B
Thinking about when you last played the pokies B
66  How nuch did you win? (alot=100) 237 185 57.8 460 X5D(66)
67 || had redlly good luck 218 146 637 460 X5D(67)
68 | enjoyed nysdf 63.1 209 16.0 460 X5D(68)
B
| would game more if: B
69 Therewss anore conveniently located venue 6.7 123 80.9 488 X5D(69)
70 ' Thevenuewess noredtradtive and confortable 107 11.3 781 488 X5D(70)
71 Thevenuewss open longer 35 76 89.0 488 X5D(71)
72 Therewerenoremechines avalable 51 7.8 87.1 488 X5D(72)
73 |Therewas morevaiety in thetypes of mechines avalable 131 102 76.7 488 X5D(73)
B
PART E B
B
Which any of thesestatements gpplied to you persondly in thelast 6 nonths. B
B
T hefollowing questions still rdatetothelast 6 nonths and only requireayes or no answer. B
4 Didyou garble norethan you intended to? 196 0.0 804 648 X2E(4)
5 Havepeopleaitidsedyour garbling? 6.6 00 934 649 X2E(5)
6 Haveyou fdt guilty ebout theway you garble or what happens when you gantle? 12.6 0.0 874 649 X2E(6)
7 Haveyou fdt that you would like to stop garhling but didn think you could? 34 00 96.6 640 X2E(7)
8 Haveyou hlddm batmg@ps,ga’rtilngrrpnwor?“lthamgnofgaﬂdlngfromymr 34 00 %6 619 X2E@®)
patner, children or other inportant peoplein your life?
9 Haveyou ever aguedwith peopleyou livewith about howyou generdly handenoney? 146 00 854 649 X2E(9)
10 Havenmoney agunents ever aentred on your garbling? 158 0.0 84.2 95 X2E(10)
11 Haveyou borrowed noney froms omeone and not paid thembadk becaus e of your gantling? 09 00 9.1 648 X2E(11)
12 Haveyou lost timefromwork or study becauseof ganbling? 08 0.0 9.2 648 X2E(12)
13 Haveyou eve borrowed noney to garbleor pay off ganbling debts ? 25 00 975 648 X2E(13)
14 Haveyou eve borrowed noney to garbleor to pay garbling debts fromhousehold noney? 20 00 98.0 648 X2E(14)
15 Haveyou borrowed noney to garble or to pay garhling debts fromyour spouse or patner? 17 0.0 9.3 648 X2E(15)
16 f::')eyou borrowed noney to garble or to pay ganrbling debts) fromother reletives or in- 08 00 992 646 X2E(16)
17 (Ha/eypu borrowed r@w to garbleor to pay garbling debts) frombenks, finance 03 00 %07 618 X2E17)
conpanies or aedt unions?
18 | (Haveyou borrowed noney to garble or to pay garbling debts) fromaedt cads ? 15 0.0 95 648 X2E(18)
19 (Ha/eyou borrqwed noney to garble or to pay garbling debits) fromhigh interest rate 00 00 1000 618 X2E(19)
finance conpanies?
20 (Haveyou borra/\ed'r’rmey to garbleor to pay ganrbling debts) fromcashingin stodks, 06 00 %04 618 X2E(20)
bonds or other seaurities?
21 (Haveyou borrowed noney to gantle or to pay ganbling debts) fromseling persond or 05 00 05 618 X2E(21)
company property? . - .
2 (Haveyou borrmed.nmey to garbleor to pay garbling debts) by writing cheques knowing 00 00 1000 647 X2ZE@22)
therewas no money in the acoount?
B
SOGs score SOG
Norisk (score<=4) 980 00 20 1000 | X250Q1)
Onein 5risk (score>=5 and s core<=6) 13 0.0 9.7 1000 X25032)
Onein 2risk (score>=7 and s core<=9) 04 00 99.6 1000 X250G3)
Onein 1risk (score>=10) 03 00 9.7 1000 | X250Q4)
B
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PART A - SAMPLE AND DEMOGRAPHICS B
B

1 | Gender (Mele=0 ferele=100) 511 00 489 1000 X2A(1)

2 Region B
Dandenong 167 00 833 1000 | X2Log1)
Gedong 167 00 833 1000 | X2LOOQ)
Matibyrnong 167 00 833 1000 | X2LOQQ®)
Mildura 16.7 0.0 833 1000 X2LOO4)
Mordand 16.6 00 834 1000 | X2LOOG)
Wellington/ South Gppsland 166 00 834 1000 | X2LOge)

B

1 Doyou livewith apatner or spouse? (No=0 Y es=100) 565 00 435 1000 X2F(1)

2 | Doyou have dependent chilcren living a hore? (No=0 Y es=100) 362 00 638 1000 X2F(2)

3 Do you recsiveagovernment pension or benefit? (No=0Yes=100) 382 0.0 618 1000 X2F(3)

4 Areyou therreinincomeeane? (No=0 Yes=100) 62.9 00 37.1 1000 X2F(4)

5 Highesteducation level? (1=primary 4=year 12 7=degree) XNF(5)
Less than year 12 50.1 00 499 1000 X2ED(2)
Year 12 234 0.0 76.6 1000 X2ED(2)
Trade or diploma 144 00 856 1000 X2ED(3)
Degree 121 00 879 1000 | X2ED(4)

B

6 Work status? B
* Work full time (for money) 430 00 57.0 1000 | X2JOB(1)
* Work part time(for money) 189 00 811 1000 | X2JOB(2)
* Household duties only 83 00 917 1000 | X2JOB(3)
* Full timestudent 51 0.0 94.9 1000 X2JOB(4)
* Retired (séf supporting) 9.6 0.0 90.4 1000 X2JOB(5)
* Other pensioner 116 0.0 884 1000 X2JOB(6)
* Unemployed 65.3 00 47 1000 | X2JOB(7)

346 00 654 1000 | X2JOB(8)

7 Whatis (wes) your ococupation? B
Un-s killed Blue Collar B
Semi-s killed Blue Collar 71 0.0 929 1000 X200(1)
Skilled Blue Collar 104 0.0 89.6 1000 X2000(2)
L ower White Collar 131 00 869 1000 | X20003)
U pper White Collar 274 00 726 1000 | X2000(4)
Senior Upper White Collar 11.0 0.0 89.0 1000 X2000(5)

8 'Whatindustry do (did) you work in? 12 00 %88 1000 | X20006)

9 Wereyou or your parents born oversess? 205 189 60.6 1000 B

10 What wes themein languages poken at hormewhen you were growing up? X3F(9)
Endlish 60.6 0.0 394 1000 X2LANQY)
Mandain 189 0.0 811 1000 | X2LANG2)
Cantonese 205 0.0 795 1000 | X2LANGQ)
Vietnamese 00 0.0 100.0 1000 X2LANG4)
Spanish 00 00 1000 1000  X2LANGS)
Itdian 00 0.0 100.0 1000 X2LANG6)
Qeek 00 0.0 100.0 1000 | X2LANQ7)
Cther 00 0.0 100.0 1000 | X2LANGB)

Nurrber
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Summary of findings

In this paper’ we have explored econometrically the relationship between net gaming
expenditure in a region and a range of factors, including the size of the region, the
availability of gaming in terms of numbers of venues and machines, and individual demand
factors. The principal findings are summarised below.

Gaming and EGM numbers and venues

The amount of money wagered on electronic gaming machines (EGMs) is positively affected
by the number of hotels and clubs with gaming machines, and the number of EGMs in a
region. Specificaly:

m  a10 per cent increase in EGMs gives rise to an 8 per cent increase in per capita’ gaming
expenditure. This result is obtained using time-series cross-sectional data for Victorian
regions and is lower than the Productivity Commission’s estimate of a 15 per cent per
capitaincrease, based on Queensland data which used cross-sectional methodology with
no time series component; 3

m  whilst a 10 per cent increase in EGM numbers has the same proportionate effect on
gaming expenditure in any region of Victoria, the absolute impact varies. There are also
(empirically verifiable) structural differences in the relationship between net gaming
expenditure, the number of EGMs, and the number of hotels and clubs with gaming
machines, from one region to the next;

B on average, the opening of a new “pokies’ club (or the introduction of EGMs to an
existing non-gaming venue) holding the number of EGMs in the region constant, causes
a $0.50 increase in quarterly per capita gaming expenditure in the region in question.
The introduction of a new hotel gaming venue results in a $0.56 increase in regiona
quarterly per capita gaming expenditure. In other words, redistributing a given number of
poker machines across an additional venue leads to an increase in per capita gaming
expenditure.

Although gaming expenditure is primarily affected by EGM numbers, there is also evidence
of a two-way flow, with the number of EGMs being influenced, in turn, by the amount of
gaming activity. Tests for exogeneity of the explanatory variable (EGMs) revea that this
two-way flow has been more pronounced for clubs in recent years, whilst from 1995 to 1997
it was more pronounced for hotels.

! This paper was prepared by KPMG and reviewed by Dr John Shannon, Senior Lecturer in Econometrics, RMIT
University.

2 Defined as the adult population, 18 years and over.

3 Productivity Commission, Australias Gambling Industries.  Draft Report, 1999. The Productivity
Commission’s final report also provided estimates for NSW and South Australia. Differences between the results
obtained by the Productivity Commission and KPMG are likely to reflect a number of factors including
differences in gaming expenditure between Queensland and Victoria and differences in the time period and
methodology used in the KPMG and Productivity Commission analysis.

137



kpmgConsulting Victorian Casino and Gaming Authority
Report of the 1999 Longitudinal Community Impact

Sudy: Empirical analysis of regional gaming

expenditure

September 2000

In general terms, the result that EGM numbers are not independent of gaming expenditure is
intuitive. Inindividual gaming venues, the number of EGMs in commission is responsive to
the turnover of existing machines. new machines may be installed if financial performance
is satisfactory, or else machines may be removed if profits drop below some benchmark. In
the mid-1990s, gaming machine turnover grew more rapidly in hotels than in clubs, resulting
in the installation of additional machines. The empirical results suggest that this effect may
now have abated. The converseistruein clubs, where the feedback phenomenon appears to
have gathered momentum only recently. This may reflect the remova of machines from
smaller clubs which cannot satisfy minimum turnover or profits criteria set by gaming
operators. It is also likely that clubs have become more mindful of performance standards
and are now promoting EGM use more vigorously.

Gaming and tourism

Takings from tourist accommodation explain approximately 16.5 per cent of the variation in
regional gaming spending over time. However, the spin-offs to gaming from tourist vacation
nights are generally low. It is estimated that for each additional dollar spent on tourist
accommodation in Victoria, a further 3 cents is bet on poker machines in the local region.
Considering Victorian regions as a whole, gaming does not appear to be a major enticement
for tourist visitation. This result might, however, have been different if we had restricted
analysis to recognised tourist regions.

Gaming and time to game

Expenditure does not appear to be influenced by the number or proportion of non-working
adults in each region. However, unemployment across local government areas has a
negative and statistically significant impact on gaming expenditure, probably reflecting an
income effect. The unemployment rate explains about 4.8 per cent of the regional variation
in gaming expenditure. In a “typical” Victorian region, a 1 per cent rise in the
unemployment rate reduces quarterly net gaming expenditure by an amount equivaent to
$1.23 per adult.

Gaming and socio economic status

Net gaming expenditure in each region is negatively affected by the number of recipients of
labour market payments and family payments. The result for labour market payments is
consistent with that for the unemployment rate. Two other social security variables,
comprising claimant numbers for other social security payments and for pension payments,
have a positive impact on gaming expenditure.

In a typical Victorian region, each additional claimant of Centrelink payments has the
following effect on gaming expenditure over a three month period:

m  pensioners: + $0.07;
m unemployment benefit recipients: -$0.10;

m  family payment recipients: -$0.22; and
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m other socia security payments: +$0.34.

This means, for example, that total gaming expenditure per quarter in a local government
region increases by $0.07 for every additional pensioner in the region. This indicates that the
more pensioners in aregion, the greater the amount of gaming expenditure in that region. In
contrast, our results indicate that the more unemployment benefit recipients in a region, the
lower the amount of gaming expenditure in that region. Therefore, the effect of the number
of welfare beneficiaries on regional gaming expenditure depends on the type of welfare
payment received. If it is aged pensions, then gaming expenditure will be higher, whereas if
it is unemployment, then gaming expenditure will be lower, all other things being equal.

The regression model does not stipulate that the increase or decrease in spending is the sole
consequence of the recipient’s activities. Rather, it simply finds a statistically significant
relationship between regional gaming expenditure and the number of recipients of particular
types of welfare, without specifying the reason for this relationship. Therefore it is possible,
for instance, that when a claimant receives rent assistance (part of the “other” payments
category), he or she may spend more of his own money but may also encourage other
gamblers to bet more. In this way, the additional amount wagered may be more than the
value of the benefit received. Tests for exogeneity of the social security variables showed
that they were al independent of past and current levels of gaming expenditure in the
regions.

Gaming and attitudes

Indicators of consumer sentiment were calculated for the six principal study regions using
data from KPMG's household survey. The most general indicator (which measures peopl€e’s
perception about the performance of their regional economy) was found to explain roughly 7
per cent of the variation in gaming expenditure between the six regions.

Thereislittle economic theory on the determinants and drivers of gaming expenditure, which
makes it harder to model econometrically than other forms of consumption expenditure.
Gaming has aso been growing rapidly since EGMs were legalised in Victoria in 1992, with
no downturn yet in sight. In future, when the industry has matured and cyclical spending
patterns have become evident, more information will be available to explore these
relationships.

In addition, it is difficult to measure many of the social and individual characteristics
affecting gaming, such as differences in individual’s entertainment tastes. If these factors
drive gaming expenditure but are not included in econometric models, then the model’s
results will be misleading. For these reasons, our results should be considered as preliminary
and treated with caution. Overall we think there is a strong case for further empirical work
exploring the relationship between gaming supply and gaming expenditure.

139



kpmgConsulting Victorian Casino and Gaming Authority
Report of the 1999 Longitudinal Community Impact

Sudy: Empirical analysis of regional gaming

expenditure

September 2000

The sections which follow set out:

m factors affecting regional gaming expenditure (Section 2);

m the approach and dataissues (Section 3); and

m theresults of the panel regressions which have been undertaken (Section 4).
Thisisfollowed by two appendices:

m list of key references (Appendix 1); and

B asurvey of issues around gaming and venue operating hours (Appendix 2); and
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Factor s affecting regional gaming expenditure

Submissions to the Productivity Commission inquiry by local government (the City of
Maribyrnong and the City of Greater Dandenong) have noted the large amounts of money
being spent on gaming machinesin certain municipalities. Lossesto EGM gaming at venues
within Maribyrnong®, for instance, have been estimated at $44 million per annum (1996-97)
or about $45 per week per active gambler within the municipality (based on the presumption
that about 40 per cent of the adult population uses EGMs at least annually). Other research®
by Victoria University of Technology has estimated that of the $44m, approximately $16m
leaves the local community. Maribyrnong Council is concerned that its residents are
contributing a substantial and disproportionately high level of gaming taxes and charges to
the State government, the gaming machine operators and the Community Support Fund. The
Productivity Commission Draft Report recognises that because higher taxes are levied on
gaming than on most other goods and services, the “leakage” of funds resulting from
expenditure on gaming will be commensurately greater than from spending on other goods
(page 9.41). This is particularly so in Victoria, where arrangements for the provision of
EGMs result in clubs and hotels retaining a lower proportion of revenues than in other States
(notably New South Wales).

In this Supporting Paper, we report on some quantitative analysis which was performed to
identify the factors affecting the level of gaming expenditure in aregion. The research uses
information collected during our study — quantitative data from official sources reported in
the regional profiles, issues raised in consultations and desk research, and data collected
through our household survey (reported in Supporting Paper No. 1). The research
undertaken integrates the findings of the different phases of the Longitudina Community
Impact Study through an investigation of the determinants of EGM expenditure in the
regions. Comprehensive econometric analysis was performed, but not economic modelling
of the type which incorporates macro-economic variables.

We would expect that the determinants of gaming expenditure within a region would be
divided into the following broad categories:

1. Sizefactors

- population of the region. Population size affects the number of potential gamblers
and we would expect a positive relationship with regional gaming expenditure. We
have incorporated this into our analysis by modelling gaming expenditure per adult.

- number of tourists visiting the region, particularly for holiday regions. Tourists add
to the numbers of people in the region, plus we can postulate that they have a higher
propensity to gamble. We have explored this issue by analysing the expenditure on
tourist accommaodation as a proxy for number of tourists.

4 Submission 39, City of Maribyrnong. Since this submission was lodged, the Government has released data
showing that losses to EGM gaming at venues within Maribyrnong were $53 million in 1998-99 equivalent to
$1,079 per adult.

® James Doughney and Tony Kelleher, The Impact of Poker Machine Gambling on Low-Income Municipalities.
A Critical Survey of Key Issues. Victoria University of Technology.
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2. Venue supply factors

availability of gaming. The number of EGMs and venues are postul ated to positively
affect the expenditure on gaming within a region. The relationship between the
number of EGMs and venues and gaming expenditure was explored by the
Productivity Commission in its Draft Report®, using Queensland data and we have
undertaken similar analysis for Victorian data. We have not, however, had sufficient
information to econometrically estimate the relationship between gaming expenditure
and hours of operation. Appendix Two provides some information relating to the
issues around operating hours.

access to gaming. We can postulate that the closer people live and work to gaming
venues, the higher will be their expenditure. This relationship will vary between
regions; for instance, in metropolitan areas the number of people in walking distance
of the venues, and in rural regions the number of people within a reasonable driving
distance of the venues, may positively impact on gaming expenditure. If the
accessibility to gaming venues improves, then thisin effect implies afall in the price
of gaming. Unfortunately our data was insufficient to explore this relationship.

3. Individual demand factors

income levels. There have been a number of concerns with the accuracy of most
sources of self-reported gaming expenditure data with which one could examine the
relationship between gaming and income levels. Previous gaming research based on
the Australian Bureau of Statistics' household expenditure survey (HES) has found
that EGMs are most popular with middle income earners. In contrast, Greater
Dandenong and Maribyrnong Councils have drawn attention to the relationship
between people’s socio-economic status (which is largely determined by income
levels) and access to, and expenditure on, gaming machines. A comparison of EGM
densities with ABS socio-economic indices (SEIFA) for Victorian local government
areas reveds a very strong, statistically significant correlation between the two
datasets — that is, the more disadvantaged the municipality, the more likely it is to
have a high density of EGMs. The Productivity Commission's Draft Report
confirms this significant negative association. It would be interesting to investigate
the causal links econometrically, but regional income and SEIFA data is only
available at census points and not as a continuous time series so this was not
possible.

opportunity or time to game. Those who are not in the full-time labour force may
have more time and therefore more opportunity to game. This includes retirees,
unemployed and also incorporates the impact of the ‘ casualisation’ of the workforce.
Our analysis considered the relationship between gaming expenditure and both the
proportion not in the labour force and the proportion unemployed in the region.

conceivable that a number are social security recipients.  Evidence from
consultations, and the reports prepared by the Cities of Greater Dandenong and
Maribyrnong, support this contention. Gaming machines are also popular with aged

® Productivity Commission, Australia’ s Gambling Industries: Draft Report (1999)
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socio-economic status. Our research and consultations indicated concern regarding
the placement of EGMs in low socio-economic areas. This aludes to the possibility
that a high proportion of EGM gamblers are low-income earners, and it is

pensioners, as evidenced by the increase in EGM numbers in Returned Service
Leagues (RSL) Clubs to nearly 4,000 (out of a State total of 27,500 excluding the
Casino). Participation in EGM gaming by aged pensioners and the unemployed is
aso relatively high, though not significantly higher than for the population as a
whole. According to the Productivity Commission’s National Gambling Survey, 44
per cent of pensioners had played poker machines over the previous 12 months, as
had 37 per cent of the unemployed. The proportion for full-time workers was
reported as 39 per cent (Table B.4 Appendix B of the Draft Report’). The VCGA'’s
Sxth Survey of Community Gambling Patterns reports lower participation rates for
the same occupational categories, but, interestingly, reveas that pensioners are
amongst the groups spending the highest amount of time gaming per week. As a
proxy for socio-economic status, we explored the relationship between gaming
expenditure and the socia security expenditure in the regions.

attitude to gaming. High levels of consumer confidence and general optimism
regarding the regional economic outlook may coincide with a higher propensity to
game. Asaproxy for the attitude to gaming, consumer sentiment was measured as a
composite variable from the responses to a range of questionsin KPMG's household
survey conducted for this study.

There is little economic theory which formally considers gaming behaviour and spending
levels. Expenditure on gaming has not been investigated rigorously in the same manner as,
say, the consumption function. This meant that there was no a priori economic specification
to be tested empirically. The regression functions utilised were therefore chosen
heuristically, based on the application of econometric principles. Equation structures were
revised in the light of regression results.

7 Ibid
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The approach and data issues

Broad approach

We sought to examine the relationship between gaming expenditure and the characteristics
of the regions, as set out in Section 2. Quarterly gaming expenditure data was provided by
the VCGA and, where possible, equations were estimated for al Victorian regions, rather
than just the six regions which are the principal focus of the study. The VCGA'’s “cash
balance” datais based on daily records, compiled by an electronic monitoring system, of the
amounts of money remaining in EGMs across the State at close of business. These figures
are summed to give quarterly cash balance totals. The cash balances represent the net
gaming expenditure or amount lost (or the amount wagered less the amount won) by people
who game. Cash balances represent the gross profit due to the operators of EGMs and the
venue proprietors.®

The dependent variable used was net gaming expenditure per adult, with estimates of
regional population in Victorian LGASs derived from the Australian Bureau of Statistics and
the Victorian Department of Infrastructure (DOI) data. The ABS data gives a breakdown of
population in each LGA by age group on an annual basis to 1998. Estimates for 1999 were
derived by using DOI population forecasts to make forward projections of ABS data.

We used panel data (datafor al regions across several time periods) which has the following
benefits:

m it enablestheinclusion of seasona and temporal factors, the effects of which are ignored
if only cross-sectional datais examined;

m it provides larger samples with more degrees of freedom and more reliable estimates,

m it enables a distinction to be made between the impact of separate factors, such as scale
economies and technological change, on the dependent variable;

m it helps us to deal with the problem of omitted variable bias. This usualy arises when
the dependent variable is strongly influenced by factors which may be difficult to
measure or even identify. These factors affect the error term in such a way that it
becomes related to the explanatory variables. In this situation, ordinary least squares
(OLYS) estimates are biased and inconsistent. This is important in the context of a study
of the factors influencing gaming expenditure, because of the difficulty of measurement
of many socia and individual characteristics affecting gaming such as entertainment
tastes. If these variables are inadvertently excluded from the regression, we may find
that OL'S estimates are biased and inconsistent; and

8 At the time this study was conducted, these data were confidential and not available to the public or able to be
reported upon directly. This has only recently changed following a decision from the Minister for Gaming. The
regional profilesin Supporting Papers 3-8 have been amended to reflect this change, but this paper has not.
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it allows various tests to be conducted:

are the coefficients of the explanatory variables consistent across regions with
differences arising only in the value of the intercept term? If the intercept terms are
significantly different from each other, then this implies that there is systematic
variation between the regions of Victoria in the relationship between gaming
expenditure and the prevalence of a given characteristic;

are the coefficients of the explanatory variables consistent across regions, while the
intercept terms are derived from a common distribution? If true, this would imply a
uniform structural relationship in each of the regions between the prevalence of a
given characteristic and gaming receipts;

aternatively, there may be statisticaly significant differences between regions, in
both the intercept terms and coefficients of the explanatory variables indicating
significant regional differences;

elasticities and margina costs can be calculated. For each Victorian region, it is
possible to compute the rise (or fal) in net gaming expenditure resulting from an
increase in the prevalence of given characteristics in the region; and

tests were able to be undertaken for exogeneity of the regression explanatory
variables, to determine whether there is feedback from the dependent variable to the
regressors. For example, is gaming expenditure in the regions having an effect on
social security expenditure or is the direction of causality only oneway? Likewise, is
gaming expenditure having a (reverse) effect on numbers of touristsin the region?

The large sample derived from panel data ensured that there were adequate degrees of
freedom for numerical analysis and hypothesis testing, and was necessary to obtain robust
results which could be generalised for al parts of the State. These findings, described in
Section 4, draw attention to the need for additional explanatory variables to account for the
variation in spending between the regions. Structural characteristics of the regions underpin
the demand for gaming as aleisure or recreational activity.

In the empirical analysis undertaken, panel regressions were run separately for the following
groups of explanatory variables.

venue supply factors, measured as numbers of EGMs, and hotels and clubs with EGMs
(per thousand head of the resident adult popul ation) — Section 4.1;

individual demand factors, including:

the unemployment rate — Section 4.2.1;
number of social security recipients —4.2.2;

consumer sentiment indicators for 6 Victorian regions derived from the KPMG
household survey — Section 4.2.3; and
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m sizefactors, in particular tourist accommodation revenues — Section 4.3.

These explanatory variables were derived from disparate sources and covered dlightly
different time periods, and in some instances, different subsets of the regions of Victoria. If
all of the variables were used jointly in aregression, it would have been necessary to use the
lowest common denominator of sample size. This would have been unsatisfactory,
particularly because the consumer sentiment data was only available for six regions.
Another potential problem with joint regressions is that some series may be collinear and so
it is difficult to disentangle their separate influences. We would also be mixing supply and
demand factors, thus violating any desired theoretical properties of the preferred equation
specification. For these reasons we ran separate regressions for each of the above variables
rather than incorporating them all in a single equation.

On the whole, the estimates of factors which affect gaming expenditure, derived in this
analysis, were conservative. The magnitude of the impact of, say, socia security and
tourism variables, whether positive or negative, was, if anything, understated. This is
because the estimated equations employed autoregressive error specifications which gave
smaller parameter estimates for known explanatory variables (such as the number of pension
recipients and the proceeds from tourist accommodation). The errors were modelled
autoregressively because the disturbances from classical linear regressions were, in many
instances, serially correlated. In effect, therefore, the use of autoregressive procedures
“discounted” the importance of known causa factors, and gave prominence to the
disturbances (the measures of our ignorance).

The Melbourne Casino was not included in this analysis and, if it were, the Casino would
have to be treated separately because it operates on a larger scale than any other venue, and
draws a high proportion of patrons from non-neighbouring regions. Given this, the Casino
would therefore present as an “outlier” in any analysis undertaken.

Throughout this paper, comparisons are made between our findings and those in the
Productivity Commission’s draft report. The Commission’s final report was published after
we had completed our econometric analysis. In terms of comparing our work with the
findings included in the Commission’sfinal report, a number of points should be made:

m Inthefina report, the Productivity Commission explored three relationships:

- The link between the number of gaming machines per ten thousand adults in each
region and the median weekly income per person in those regions,

- the link between average annua expenditure on gaming machines per adult and the
number of gaming machines per 10,000 adults in each region; and

- the link between average annua expenditure on gaming machines per adult and
median weekly income per person in each region.

m  The second of these relationshipsis similar to the work conducted by KPMG.

- However, KPMG aso explored the link between gaming expenditure and number of
gaming venues, as well as EGMs.
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m  The analysis in the Commission’s final report covered the states of NSW, Queensdand
and SA for asingle period.

- The Commission did not calculate equations explaining variations in expenditure in
Victoria.

m  The Commission’s final report did not explore the link between gaming expenditure and
social security dependence, tourism or consumer sentiment.

In the remainder of this section we describe the data and estimation methods used to examine
each explanatory variable, and in Section 4 we detail the results of the panel regressions.
Much of this materia istechnical, asit relates to econometric estimation.

Venue supply factors

Data

The VCGA supplied quarterly data for EGMs and venues in 68 regions from September
1992 (the period in which EGMs were introduced to Victoria). Difficulties with the data
included that there were a different number of time intervals for each of the regions, because
EGMs were not taken up in all areas of the State simultaneously. In addition, there were
many instances of alag between the quarter in which EGMs were introduced and the quarter
in which they came on line and started to generate revenue. We were, however, able to
develop an appropriate data set for venue supply.

Estimation method

Using the data discussed in Section 3.1, our empirical investigations began with an
examination of gaming expenditure per capita and the availability of gaming in the regions,
measured as the number of clubs and hotels in each region, and the number of machines.
This followed the Productivity Commission’s draft report analysis of the effects of venue-
supply factors on net gaming expenditure for 30 regions of Queensand. KPMG was able to
replicate and extend the analysis for Victoria using data provided by the VCGA on the sums
of money collected from EGMsin Victorian local government areas.

The basic regression model

We carried out a regression based on cross-sectional data, using net gaming expenditure as
the dependent variable, and the number of EGMs and clubs and hotels with EGMSs, as the
three separate explanatory variables. The variables were expressed in per capita terms, based
on the adult population, and were expressed in logarithms. This was similar to the
Productivity Commission estimates and allowed comparison with the findings from that
source. The sample size was 68, reflecting the number of local government areasin Victoria
with gaming machines. The results are discussed in section 4.1.1. To extend the analysis,
we then proceeded to estimate equations which utilised time series data for each of the 68
regions.
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The basic framework for the analysis is aregression model of the form:

Yi =0 + ﬁlitxiit + ﬂZiIXZit + ﬂSitXSit + & (Equation 3.1)

There are 3 regressors (variables), which are the number of EGMs, the number of clubs, and
the number of hotels (all with gaming machines). The model has an intercept term, oy,
which is different in each region (i) and in each time period (t), because there are different
unobserved factors in each region and each time period. Usually, we assume that the impact
of these factors does not change over time. Then we have only a different term o, for each
region, which is constant over time. Thisis aclassical regression model, and, if we assume
the o' s to be the same across regions, ordinary least squares (OLS) provides consistent and
efficient estimates of o and . However, if the o’'s (unobserved factors) do vary between
regions and over time, we can use two different approaches to estimate the relationship:

m thefixed effects model; and
m the random effects model.

The fixed effects model

The fixed effects model of estimating the relationship assumes that the unobserved factors
(o' s) are related to the explanatory variables in the model. To obtain reliable OL S estimates,
we need to eliminate these effects from the model. This can be done by using the first
differences of the values of the variables, or, as we did, by using dummy variables to
represent the unobserved factors (o’'s). The resulting statistical model is:

Yie =0 + B Xy + By Xy + BsXg, +€,  (Equation 3.2)

The model is more conventionally written if dummy variables are defined for each region.
This implies that the region-specific effects are related to the explanatory variables in the
model. Hence:

N K
Vi = 2,805 + Y BieX + & (Equation 3.3)
j=1 k=2

where there are N regions (and therefore N dummy variables) and K-1 non-constant
explanatory variables. This is referred to as the least squares dummy variable (LSDV)
model. The estimated coefficients of the dummy variables are estimates of the region-
specific effects, or o; terms.

The random effects model

The random effects model assumes that the unobserved region-specific effects (o) are not
related to all the explanatory variablesin the model. Hence, we use a General Least Squares
(GLS) technique’. OLS is inefficient, because it places too much weight on the variation
between regions, attributing it all to changesin the explanatory variables.

® See J. Woodridge, Introductory Economics, (1999), Chapter 14.2.
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The GLS estimator apportions some of the variation between regions to random variation
from one region to the next.

The model can be reformulated as:

Yie =0y + BiXy + BoXo + BaXgy + & (Equation 3.4)

where o; = + i=1,...... N

The unobserved region-specific effects (o’ s) are unrelated to the explanatory variablesin the
model. oy is therefore random and modelled as above. The component ; is the random
disturbance characterising the ith observation and is constant through time. It can be viewed
as the collection of factors, not in the regression equation, which are specific to that region.
The remaining error term, g, has a time-varying component, which causes persistent
deviations of the dependent variable, y;;, from its predicted value based on the explanatory
variables x;;. The deviations may be due to social and economic characteristics of a region
which are not captured in the regression equation.

The fixed effects approach is costly in terms of degrees of freedom lost and, in a wide,
longitudinal dataset, the random effects model (outlined above) has intuitive appeal. The
disadvantage of the random effects specification is that it assumes that the region-specific
effects are uncorrelated with the other regressors, and may therefore suffer from
inconsistency due to omitted variables.

Estimation tests

A Hausman test can be used to test whether the region-specific effects (x's) are in fact
uncorrelated. The test is based on the idea that under the (null) hypothesis of no correlation,
both OLS in the least squares dummy variable model (LSDV), and GLS are consistent, but
OLSisinefficient while, under the alternative, OLS is consistent but GLS is not.

The test statistic has a chi-squared distribution and the Wald Statistic (W) can be used to test
whether the intercept terms are greater than the critical value (8.09). If the test statistic (W)
is greater than 8.09, we reject the hypothesis that the region specific intercept terms (o’ s) for
all regions are equal.

To examine multi-collinearity more formally, we used the method of Belsley™ et al. (1980),
described by Greene™. In this approach, Belsey et a. comment that the condition number of
a matrix is the sguare root of the ratio of the largest to the smallest characteristic root (or
eigenvalue). The higher the condition number, the greater the correlation among the
variables. Usually, values of 20 or more indicate potential multicollinearity.

D, Belsley, E. Kuh and R. Welch. Regression Diagnostics: Identifying Influential Data and Sour ces of
Collinearity, 1980, New York: Wiley.
! Greene, op cit, Chapter 9.2.
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Further tests were also conducted on the equations estimated to determine whether the
explanatory variables themselves (number of EGMs, etc) are affected by the dependent
variable (regional gaming expenditure). This “exogeneity” or feedback can be tested for
using the Generalised Method of Moments (GMM) estimator. The model comprises four
simultaneous equations regressing gaming expenditure at different time periods on current
and lagged values of the explanatory variable, or regressor, with all variablesin logarithms.

The stages involved in GMM estimation can be summarised as follows:

m reduced form equations are used to generate predicted values for all current endogenous
variables, asin thefirst stage of 2-stage least squares (2SLS);

m two-stage least squares is applied to each structural equation in turn, to obtain 2SLS
residuals. These residuals are then used to estimate the elements of the contemporaneous
covariance matrix X;

m the GMM estimator is applied to the entire system, with current endogenous variable
observations replaced by predicted values, and with elements of the unknown matrix 2.
replaced by estimates obtained in stage (2).

The GMM estimation procedure is equivalent to 3-stage least squaresif the errors are serially
independent and the same variables are used for each equation.

Tests were used to ascertain whether the explanatory variables were fully or partialy
€X0genous:

m the test for weak (partial) exogeneity relies on a comparison of results from the
regression based on regressors lagged twice and the regression based on regressors
lagged once. The test examines whether there is zero correlation between the first-
differenced disturbances and values of the regressor lagged once;

m the other weak (partial) exogeneity test compares results from the regression with
regressors lagged once and the regression using regressors up to the current period. The
first-differenced disturbances are examined for correlation with current regressor values,

m thetest for strong (partial) exogeneity makes comparisons between the regressions using,
aternately, current period regressors and future values of the regressors. The test detects
possible correlations between the first-differenced disturbances and future values of the
regressor.

GMM exogeneity tests for the number of EGMs in hotels and clubs were carried out

separately using quarterly data, and then, for comparison, annual data. The results for
quarterly and annual data were comparable.
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The use of logarithms
In undertaking the estimations, the logarithms of the values of the variables were used.

When the logarithms of the values of the variables are used in an equation, the coefficients,
ie., the B’s, no longer show the impact of unit changes in the explanatory variables on the
dependent variable. These coefficients now represent elagticities; ie., they show the
percentage change in the dependent variable when an explanatory variable changes by one
per cent. To find the size of the actual change in net gaming expenditure (y) when there is a
one unit change in the explanatory variable, x, in this type of model, we would use the
following formula:

Ay = [ XX (Equation 3.5)
X

If we establish that the error terms in the model are related to each other in away that can be
modelled with an autoregressive (AR(1)) process, then the elasticity is now a function of the
coefficient of the explanatory variable (£) and the rho (p) coefficient of the error term. In
this situation, the size of the actual change in net gaming expenditure (y) when there is a one
unit change in the explanatory variable () isfound using the following formula:

Ay = mxz (Equation 3.6)

dlog(x) x
Equation 3.6 tells us that the incremental effect on net gaming expenditure of a unit increase
in the explanatory variable is equal to the partial derivative of the expenditure function with
respect to the explanatory variable (both expressed as lograrithms), times average
expenditure per region over the average number of the explanatory variable per region. The
equation can be evaluated at the sample mean or at any other interval in the sample range.
Fitted values were used for the dependent variable.

Sizefactors

Data

We incorporated the impact of size of the region by modelling gaming expenditure per
person as the dependent variable. We aso wished to investigate the additional effect of
tourist visitation on gaming expenditure using time-series, regional data from the ABS
guarterly survey of tourist accommodation. Our a priori view was that tourism has a
significant impact on gaming expenditure in holiday regions, tourist resorts, and regions
providing resting places adjacent to main roads.

Data from the ABS Survey of Tourist Accommodation was obtained for the period from
September quarter 1995 to June quarter 1999. Earlier datais available but not on the basis of
the new Victorian local government boundaries, established after 1994. The following series
were considered: number of establishments; number of guest rooms; number of bed spaces;
employment; room nights occupied; room occupancy rates, guest nights, bed occupancy
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rates; arrivals; average length of stay; and takings from accommodation. The scope of the
tourist accommodation survey changed from March 1998 so that:

= serviced apartments were recognised as a discrete accommodation category from the
March quarter; and

= thethreshold for inclusion in the survey of hotels, motels, serviced apartments and guest
houses (with facilities) rose from 5 rooms or units to 15 rooms.

Under the scope used up to December 1997, data was provided for 65 Victorian LGAS (out
of a total of 78), of which 58 were relevant for this study because they contain gaming
venues. Under the new scope (from March 1998), data was supplied for 54 LGAs of which
51 contain gaming venues. There was, however, a paucity of data for most Victorian LGAs
for the March and June quarters 1998 resulting from the transition to the new system. To
facilitate inter-temporal comparisons, the ABS provided bridging tables based on a re-
evaluation of old scope 1997 data utilising the new scope. The bridging tables were used to
splice data from 1998 onwards so as to convert it to the old scope. It was deemed preferable
to do this, rather than to switch the old data onto the new scope, because a longer timespan of
data was available for earlier periods than for later periods. Missing observations for March
and June 1998 were estimated by interpolation. A continuous time series of data was thus
constructed for 52 LGAs and this was employed in estimation procedures.

The New South Wales local government area of Wentworth was included in the anaysis
because of its proximity to Mildura. Historically, patrons have moved between the two
regions to play electronic gaming machines. Prior to 1992, the flows were from Mildura to
Wentworth because gaming was legalised in NSW in 1956, decades before it was in
Victoria.*?

The NSW Department of Gaming and Racing supplied data on the number of gaming
machines in Wentworth clubs and hotels on a quarterly basis from June 1996 and on an
annual basis for earlier periods. Net gaming machine losses to players were estimated from
the Department’s quarterly publications*®, which cover the period from June 1994. The
guarterly analyses of hotel and club EGM performance give aggregate figures on turnover,
profits and machine numbers for the Murray statistical division. Financial data is provided
for venues by machine size range. The dtatistics were used to derive profit estimates for
gaming machines in hotels and clubs in the smaller Wentworth area. Since venue gross
profit is treated synonymously with net gaming expenditure by participants, the analysis then
included Wentworth as an additional observation to be considered in conjunction with
Victorian regions.

The tourist accommodation variables are taken to be a proxy for the level of tourist visitation
to an area.  An dternative data source might have been the annual survey of household
visitation patterns conducted by the Bureau of Tourism Research. However, this survey
gives inadequate data for some smaller tourism regions and is inconsistent from one year to

12 Relevant publications include New South Wales Gaming Analysis 1993-94 to 1997-98, Registered Clubs
Quarterly Gaming Analysis, and Hotels Quarterly Gaming Analysis
13 i

Ibid
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the next, because of changes to the boundaries and definitions of tourism regions. Henceitis
unsuited to time series analysis.

Estimation method

Equations were estimated using net gaming expenditure by region as the dependent variable
and different combinations of tourism variables as the explanatory variables. All of the
series were expressed as logarithms. The basic specifications used were random and fixed
effects versions of panel data models as described in section 3.2. However, because of serial
correlation, a number of regressions were also run to examine autoregressive processes. Asa
separate exercise, equations were constructed and estimated by the GMM technique, so as to
test for exogeneity of the explanatory variables.

I ndividual demand factors

Approach

The issue to be addressed was whether a higher proportion of individuals with certain
characteristics in a region would make a material contribution to gaming revenues in that
region. The variables considered included unemployment rates, social security data, crime
data and consumer sentiment indicators.

Unemployment data and estimation methods used
Data

Variables which proxied for availability of time to game were used in our analyses. One
variable which we examined was the proportion of persons not in the labour force. The
variable was derived for each of the 68 LGAS using estimated residential population figures
and small area labour markets data. Data was obtained from the Small Area Labour Markets
publication of the Department of Workplace Relations and Small Business (DEWRSB),
which prepares quarterly estimates of participation and unemployment rates for Victorian
statistical local areas, (SLAS), by applying a simulation methodology and using data from the
ABS labour force survey. The publication gives details of the numbers of unemployed
persons and the size of the labour force by SLA, and the figures were aggregated up to local
government area (LGA) level. We used data from September quarter 1997 to June quarter
1999. Earlier series are available but are provided on the basis of pre-1994 LGA and SLA
boundaries and hence are not directly comparable.

The number of non-working adults in each LGA was calculated by subtracting DEWRSB
labour force estimates from ABS resident population estimates for persons in the 15 to 65
year old age group. Unfortunately, it was not possible to exclude 15 to 17 year olds from
this variable, so they are included in our analyses. We sought to investigate the impact of
this variable on regional gaming expenditure because of our presumption that non-working
persons will have more opportunities to game. The hypothesis being tested was that
expenditure on EGMs would be higher in areas with a high proportion of the population not
in the labour force.
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Estimation methods used

The effects of the unemployment rate in each area, and the number or proportion of non-
working adults, were investigated using the panel data with fixed effects and random effects
specifications. Since the disturbances were found to be serially correlated with the
explanatory variables in the model, a fixed-effects equation was also estimated using an
autoregressive AR(2) estimator. Elasticities were calculated using the parameters from the
AR(2) equation. The elasticity of gaming expenditure with respect to the unemployment rate
is afunction of the unemployment coefficient estimate, and of the parameters, phil (¢,) and
phi2 (¢,), on the first and second order autoregressive error terms. This is explained in
greater detail in Section 4.

Social security data and estimation methods used
Data

We investigated the hypothesis that spending on gaming is heavily concentrated among
pensioners and unemployed persons. This was achieved by incorporating social security
variables in different regressions. We sought data on social security payments by local
government area from Centrelink, which administers Federal Government spending in this
area. However, Centrelink was only able to provide postcode-level data on actual recipient
numbers by LGA, classified according to payment types. Quarterly data was provided from
June 1996 to June 1999 for Victorian postcodes and postcodes in Wentworth LGA. Nominal
expenditure figures were unavailable.

The database consisted of around thirty types of social security benefit per quarter. The
payments were aggregated into five broad categories. pension payments, labour market
payments, family payments, parenting allowances and other payments. The “other” category
includes child care payments and rent assistance.

A great deal of care was required in constructing a time series because there have been
considerable changes in recent years in the nature and types of payments available. A few
payments which commenced only recently were excluded from the analysis. Others were
extrapolated backwards using splicing techniques. It was necessary to ensure that changesin
the numbers of social security recipients in each category from one quarter to the next
reflected economic and social factors, rather than variations in the nature, scope or definition
of aparticular payment.

The postcode data was then re-allocated to local government areas using tables derived from
the ABS postcode to LGA concordance. The basis for the concordance is the estimated
resident population by census collection district (CCD). A small proportion of the dataset
supplied contained observations for non-existent postcodes and it was necessary to re-
allocate these to the nearest sensible postcode.

Estimation methods

Regressions were run using numbers of socia security recipients in each group as
explanatory variables. Experiments were conducted using variants of the original series, and
lagged independent variables in place of current observations. The series examined was
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expressed in logarithms. [nitial panel regressions favoured the fixed effects specification
over random effects. However, the error terms were serially correlated and so we estimated
an autoregressive model of order one (AR1). The equation conformed to the fixed effects
specification by incorporating dummy variables for each of the regions. GMM estimation
was used to test for the exogeneity of each of the five social security variables.

Consumer sentiment data and estimation method

Data

KPMG's survey of households in the six study regions covered both gamers and non-gamers
and included series of questions geared to investigating aspects of consumer behaviour and
attitudes. There were questions designed to elicit consumer sentiment in general terms,
guestions exploring a respondent’s sense of well-being in more detail, and questions which
sought views on local issues such as the regional economy.™

The five principal “consumer contentment” guestions were based on similar questions posed
in the Westpac-Melbourne Institute’s monthly Survey of Consumer Expectations™. We
asked respondents to comment in turn on their personal finances, their state of health, stress
and happiness, and their perceptions of trends in the Australian economy. The questions
were presented as statements (for instance, “The Australian economy is doing well”) and
interviewees were invited to nominate one of five responses graded on a scale from “strongly
disagree” to “strongly agree’. The answers to the questions were then sorted and grouped.
An index was calculated based on half the neutral responses, and all of the responses in the
“agree” and “strongly agree” categories, expressed as a percentage:

Index for each question = ((1V2 x (% of neutral responses) + (% (Equation 3.7)
of “agree” responses) + (% of “strongly agree” responses)) x 10

The index for each question produced in this way varies in value between 0 and 1,000. An
alternative method of computing the index (favoured by the Melbourne Institute but not used
in this study) is to take the proportion of optimists minus the proportion of pessimists, plus
one hundred. In order to obtain a longer time series of consumer sentiment data,
consideration was given to the construction of a regional measure of consumer confidence,
based on data from the Westpac-Melbourne Institute Survey. However, this data set lacks
detail at a State and regional level because it is essentially a national survey. Composite
figures for the regions derived from unit records would be expected to have high error
variances and wide confidence intervals.

14 The questions designed to elicit consumer sentiment in general terms were questions 1 to 5 in Part B of
KPMG's consumer survey. The questions exploring a respondent’ s sense of well being in more detail were
questions 11 to 13 and 32 to 39 in Part B of the survey. The questions seeking views on local issues were
questions 23 to 30 and 55 to 61 in Part B of the survey. The wording of all these questionsis given in Appendix 3
of Supporting Paper No. 1

%5 This survey, undertaken by the Melbourne Institute of Applied Economic and Social Research, seeks the views
of 1,200 respondents stratified by State, and has been conducted monthly since 1986. Once a quarter, the sample
sizeisincreased to 1,410.
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The method chosen by KPMG to calculate consumer sentiment indices highlights the
contrasts between the regions. To illustrate this, Table 3.1 compares index values calculated
by three different methods using the responses to question number 2 of KPMG’ s household
survey.
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Table 3.1: Calculating an index from survey responses — perceptions of the economy

Section B, City of City of City of Rural City |City of Shire of Totals
Question 2 Greater Greater |Maribyrnong [of Mildura|Moreland |Wellington
Dandenong |Geelong
Number of responses by category

Strongly disagree |7 6 13 12 5 12 55
Disagree 28 31 36 41 36 34 206
Neutral 59 61 47 64 54 63 348
Agree 63 62 59 44 63 47 338
Strongly Agree 10 7 12 6 8 10 53
Grand Total 167 167 167 167 166 166 1000

Calculate index - use % of goods less % of bads plus 100

Use % (IAESR) 122.8 119.2 113.2 98.2 118.1 106.6 113.0
Use share 100.2 100.2 100.1 100.0 100.2 100.1 100.1
Calculate index - use % of goods less % of bads times 100
Use % 22754 1916.2 1317.4 -179.6 1807.2 662.7 1300
Use share 22.8 19.2 13.2 -1.8 18.1 6.6 13.0
KPMG index - goods plus half the satisfactory, in % terms, times ten

6138 lso5.8  |s65.9 laor0  [5004 533.1 565

We constructed a “Consumer Sentiment Indicator”, derived as the arithmetic average of five
component indices calculated from the five principal questions regarding perceptions of the
economy asked in KPMG's household survey (reported in Supporting Paper No1). A
“Personal Well-Being Indicator” was derived from nine of the survey questions which
sought opinions on a diverse range of issues such as family life, personal security, loneliness,
socia life, levels of individual activity, boredom, adequacy of income to meet daily needs,
and people'sliking of luxuries. A “Local Economy Indicator” was based on questions which
focused on regions and suburbs, covering issues such as local shopping, the regional
economy, the sense of community, personal safety, crime, employment opportunities and
sport. Finaly, an “Overall Indicator” was calculated as the arithmetic mean of all twenty-
two component indices.

The indicators were calculated for the current period, however respondents were also asked
to consider an earlier timeframe, three years prior, and to give answers to a parallel set of
guestions. The phrasing of the questions was chosen carefully so that interviewees would
understand that they were being asked about the same issues at some point in the past.
Indicators were then computed for the earlier reference period, which was denoted 1995-96.
These could then be compared with the 1998-99 indicators. Estimates of indicator values for
1996-97 and 1997-98 were derived by linear interpolation.
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Table 3.2: Summary of results—indicator values from household survey

Indicator |Year Dandenong |Geelong |Maribyrnong |[Mildura |Moreland [Wellington
type

Consumer |1997-98  |595.6 585.2 577.0 557.5 584.5 570.7
Sentiment [1998-99  |706.0 710.2 673.7 661.1 687.3 674.1
I ndicator

Personal  [1997-98  |565.5 580.5 600.8 575.0 576.3 587.8
Well-Being {1998-99  |600.5 624.8 630.7 624.4 617.5 624.2
I ndicator

L ocal 1997-98 |526.2 591.1 545.7 622.4 583.3 606.6
Economy [1998-99 |527.3 648.6 541.9 710.3 623.5 604.7
I ndicator

Overall 1997-98  |558.1 585.4 575.3 588.2 580.7 590.7
Indicator [1998-99  |597.8 652.8 608.2 664.0 635.5 628.4

From our calculations, Greater Geelong had the highest Consumer Sentiment Indicator in
1998-99, while Greater Dandenong was highest in 1997-98. Both regions have above
average levels of gaming expenditure per capita. However, the City of Maribyrnong, with
even higher levels of gaming expenditure per adult, ranked fifth on the Consumer Sentiment
Indicator in 1998-99 and fourth in 1997-98. For the Local Economy Indicator, the Rural
City of Mildura registered the highest score in 1998-99 and aso showed the most
pronounced improvement from 1995-96.

In general terms, time-series regression of gaming expenditure on an index of consumer
confidence is likely to produce uncertain results because gaming expenditure is a non-
stationary series (that is, the expected value changes over time, and, in Victoria, has been
trending upwards), while the consumer confidence index is stationary (its average value is
expected to stay the same in the long term). However, in this exercise, the Consumer
Sentiment Indicator showed a sharp increase across most regions from 1995-96 to 1998-99
so that there was little direct evidence of stationarity. The other Indicators exhibited similar
patterns, with one or two exceptions. The general upward trend may be partly the result of
cognitive bias, that is, respondents claiming that their lives were better now than three years
ago but if asked the same question three years ago, a more sanguine outlook may have been
found.

As a supplement to the use of consumer sentiment data, KPMG also constructed an index of
gaming satisfaction based on responses to two questions about personal gaming experiences,
and the attractions to, and motivations for, gaming. Although the responses to those
questions, as coded in the surveys, do not measure consumer contentment very broadly, they
nonetheless reflect lifestyle choices and attitudinal factors. The index of gaming satisfaction
is then based on the proportion of positive responses less the proportion of negative
responses. It is possible to gauge from the responses whether gamers are sanguine or
pessimistic about their personal prospects. The responses are a proxy for “ satisfaction with
life”.

The gaming satisfaction questions were designed to mirror those asked in the VCGA's

fourth, fifth and sixth Surveys of Community Gambling Patterns and Perceptions. It had
been planned to use the VCGA'’s records to construct historical values of the gaming
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satisfaction index for our six study areas. The purpose of the exercise was to enable inter-
temporal comparisons of index values to be made. The index values for the six regions, both
past and present, would then be inserted into regression equations. Unfortunately, this was
not possible in the current study.

Estimation methods used

The indicator values for 1997-98 and 1998-99 were incorporated into simple panel
regressions based on the six study regions only. Regional gaming expenditure, annualised
for the last two fiscal years, was used as the dependent variable but, because of the small
sample size, and therefore limited degrees of freedom, only one or two explanatory variables
were used at atime. The consumer indicator variables were not employed simultaneously as
regressors because of possible multicollinearity, hence each variable was used in conjunction
with another regressor, such as, for instance, the number of hotels and clubs in a region or
the number of gaming machines. Because of the limited number of observations (in both the
cross-sectional and time series dimensions), the panel regressions were based on random
effects specifications. The fixed effects specification was used in equations with only one
other explanatory variable.
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Results of panel regressions

Venue supply factors

Venue and EGM numbers

Our preliminary analysis investigated the impact that venue and EGM numbers have on
gaming machine expenditure. A regression was performed using June 1998 data for 68
Victorian local government areas.

log(PLOSS) = 0.21+ 1.47 log(PEGMS) —0.34 log(PCLUBS) —  0.27 log(PHOTELS) (Eqn 4.1)
(055) (15.3) (-6.2) (-3.6)

where the figures in parentheses are White's heteroscedasticity corrected t-statistics, R* =
0.84, N=60", SE = 0.21, and PLOSS stands for player losses per adult in each area; PEGMs
is the number of poker machines per 1,000 adults, PCLUBS is the number of club venues
with poker machines per 1,000 adults; and PHOTELS is the number of hotels with poker
machines per 1,000 adults.

The Productivity Commission estimated an identical equation using Queensland data for
1998. However, it obtained a better fit to the data (R®* = 0.94), suggesting that, in
Queendland, the “model” explains a higher proportion of the regional variation in losses per
adult. Note that the negative coefficient on venue numbers is not the result of correlation
between machine numbers and venues.

The effect on regional gaming expenditure of an increase in EGM numbers was evaluated
using the estimated parameters and mean values of the explanatory variables (as described
by Equation 3.6 in Section 3.2). The increase in players net expenditure resulting from the
installation of an additional gaming machine is as follows:

change in net gaming spending = 1.47 x (111.7/8.00) = $20.45 per EGM (Equation 4.2).

However, a 10 per cent increase in EGMs/adult = 0.8, hence the marginal effect = $16.45 or
14.65 per cent of mean regional EGM expenditure per adult per quarter.

The results suggest that holding the number of venues constant, an increase in the number of
machines per thousand adults leads to a higher than proportionate increase in net expenditure
per adult. A 10 per cent rise in EGM numbers results in a 14.7 per cent increase in player
losses, virtually the same result as in Queensland. On the other hand, an increase in the
number of venues for a fixed number of machines (i.e. a reduction in machine density per
venue) decreases player losses per capita. For both Queensland and Victoria, the effect is
more pronounced for clubs than for hotels.

18 N=60 and not 68 because for some rural regions there are either no clubs or no hotels. The logarithm of zerois
undefined, so the equation cannot be estimated for those areas.
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The equation suggests that an increase in venue numbers need not, by itself, raise player
losses per adult in an area. The result is counter-intuitive. To check on its validity, we
investigated whether there might be a high degree of multi-collinearity between any of the
regressors.

Multi-collinearity

One of the fundamental assumptions of OLS estimation of equations is that the explanatory
variables are all independent of each other. OLS is efficient only if this assumption is
satisfied. The correlation coefficients for the three explanatory variables, the number of
EGMs, the number of hotels and the number of clubs (all divided by a multiple of the
resident population) are shown in Table 4.1.

Table4.1: Correlation matrix for EGM, club and hotel numbers (per thousand adults)

log(PEGMS) log(PCLUBS) log(PHOTELS)
log(PEGMS) 1.00
log(PCLUBYS) 0.61 1.00
log(PHOTELS) 0.70 0.51 1.00

The sample correlations shown in the table are al greater than 0.5 which is sufficiently large
to raise concerns about potential multi-collinearity between the three regressors. The
correlation coefficient between EGM numbers and hotels is the highest among the three,
at 0.7. To examine multi-collinearity more formally, eigenvalues of the moment matrix over
a limited part of the sample range were examined. Only a limited part of the sample was
considered because some of the 68 regions had missing observations or zero values of club
and hotel numbers. (This test is described in Section 3.2.) The condition number of the
matrix was 55.8, which is larger than the benchmark value of 20. This implies that multi-
collinearity is present in our cross-sectional regression. The conclusion is that we cannot
rely on the results of Equation 4.1, based on the Productivity Commission’s draft report
methodology, and need to undertake further analysis.

Extending the Productivity Commission study
The fixed effects model

log(PLOSS) = dummy + 0.809 log(PEGMSs) + 0.486 log(PCLUBS) + 0.444 log(PHOTEL S) (Eqn 4.3)
(135) (12.7) (11.3)
where the figures in parentheses are t-ratios, Sample size (N)=60, No. of dummies = 60,

Minimum time periods (TMIN)=10, Maximum time periods (TMAX) 28, Number of
observations (NOBS)=1413, Goodnes-of-fit (R*=0.833, Standard Error (SE)=0.310).
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An F-test was carried out to investigate whether the different regions should all have the
same intercept term. The value of the test statistic, u = 22.98, is greater than the critical
value 8.09, indicating that the intercept parameters for all regions are not equal.

In practical terms, this implies that the effect of machine numbers on the net expenditure by
players differs from one region to another. The impact of the number of clubs and the
number of hotels also exhibits variation across the State. Note that the equation estimated in
the Productivity Commission Draft Report (and replicated in section 4.1.1 above using cross-
sectional data) produces different results from the fixed effects model estimated using
Victorian panel data. There are no longer negative parameter estimates for numbers of clubs
and hotels with gaming machines. Since the panel data specification is more comprehensive,
it follows that an increase in the number of gaming clubs or hotels results in an increase in
player losses, as does the rise in the number of gaming machines.

The random effects model
log(PLOSS) = 4.26 + 0.972 log(PEGM ) + 0.318 log(PCLUBS) + 0.356 log(PHOTELS) (Eqn 4.4)
(17.9) (17.6) (9.23) (9.55)

where the figures in parentheses are t-ratios, N=60, Time (T)<28, NOBS=1413, R’=0.547,
and SE=0.594.

As previoudly discussed, the disadvantage of the random effects specification is that it
assumes that the (region-specific) effects are uncorrelated with the explanatory variables. A
Hausman test was used to ascertain whether fixed or random effects is the preferred
specification (as described in Section 3.2). The test statistic obtained, W=178.2, had a
p-value of [0.000] which implies that the region specific effects are related to the regressors.
There are structura differences between regions in the relationship between net gaming
expenditure, machine numbers, and the number of clubs and hotels with EGMs. This makes
it necessary to maintain intercept terms which vary from one area to the next, and therefore
require the use of fixed effects estimation.

The parameter estimates

The estimated parametersin Equation 4.3 (fixed effects) were used to calculate the impact on
per capita gaming expenditure of an increase in the number of machines per thousand
adults. The result obtained suggests that a 10 per cent increase in EGM numbers contributes
to an 8.09 per cent increase in net gaming expenditure per adult. This is a smaller
proportionate effect than that obtained by us and the Productivity Commission using
equations estimated from cross-sectional data only. According to statistical theory, the result
shown here should be more robust given that it is based on time-series data.

The effect on net gaming expenditure in our study regions of the introduction of new gaming
venues (clubs or hotels) is shown in Table 4.2. The estimates in the table were found to be
significant at the 1 per cent level.
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Table4.2: Marginal effect on net gaming expenditure per adult, in selected regions, of the
introduction of a new venue, holding total number of EGMs constant

Resulting quarterly increase (+) or decrease (-) in net gaming expenditure per adult
Venuetype | City of City of City of City of Rural City | Shireof Average

Greater Greater Maribyr'g | Moreland of Mildura | Wellington | for 68

Dand’'g Geelong regions
Clubs $0.99 $0.64 $0.82 $0.50 $0.35 $0.23 $0.50
Hotels $1.36 $0.77 $0.86 $0.53 $0.43 $0.83 $0.56

Note that the figures relate to one quarter. The estimated regression parameters are used in conjunction with
mean values of the explanatory variables (and fitted values of the dependent variable) over parts of the sample
range appropriate to the chosen regions.

Preliminary conclusions

The analysis has been based on different types of regressions conducted at a regiona level
using net player losses per adult as the dependent variable, and the number of gaming
machines, the number of clubs, and the number of hotels as the explanatory variables
(regressors).

The results of estimations using cross-sectional data can only be used for comparative static
purposes. The Productivity Commission’s draft report results match those obtained initially
by KPMG and imply that an increase in venue numbers for a fixed number of machines
(i.e. areduction in the average size of avenue) decreases net gaming expenditure. The effect
is more pronounced for clubs than for hotels. However, the cross-sectional estimation is
flawed because of significant multi-collinearity between the explanatory variables. Its
ramifications are therefore misleading.

Multi-collinearity is overcome by incorporating time-series data for each of the 68 regions.
Thisis preferable to using a single observation for each area. The fixed effects specification
(based on time-series, cross-sectional data) shows that the precise relationship between
gaming expenditure and gaming machines varies from one region to the next. However, in
all Victorian regions, an increase in either venue or machine numbers leads to an increase in
net gaming expenditure. A corollary of this is that the increase in regional gaming
expenditure in recent years can be traced to the growth in the number of gaming hotels and
clubs, and machines.

Upon further examination, it was found that the fixed effects model cannot be simplified to
an aggregate model, in which the data for al the regions are pooled together, without
considerable loss of explanatory power. The random effects model assumes that differences
between regions can be captured by a random disturbance term which is constant over time.
However, hypothesis tests reject the proposition that the disturbance is uncorrelated with the
other regressors. This implies that the equation suffers some inconsistency due to omitted
variables. This is consistent with our earlier view that there are a range of other factors
which should be incorporated (such as individual demand factors and venue accessibility).
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Variance components were also computed in the time dimension. In general, however, it
was found that the regression equation was more profoundly affected by region-specific
factors than by fluctuations over time. This implies that for any one region, there is afairly
systematic inter-temporal relationship between gaming expenditure and machine numbers.
The relationship is expected to persist over time. This could be examined in future years
when more data are available.

Testsfor exogeneity

The regressions thus far have concentrated on the effect of venue and EGM numbers on
gaming expenditure (and therefore venue profitability). The possibility that gaming
expenditure in aregion might itself have an impact on the number of EGMs installed must be
considered. This is clearly important because there is a strong likelihood of interaction
between the two variables over time. Certainly, at the level of the individual venue, the
number of EGMs in commission will be influenced by the average turnover per machine in
recent periods. In normal circumstances, the more profitable hotels and clubs will apply for
additional machines, and may have them allocated, while lower turnover establishments may
be required to give up machines. The process of feedback is, in all probability, more
pronounced in Victoria than in NSW because the venues do not own the EGMs.

Estimations were conducted to investigate whether the number of EGMs in a region is
exogenous to regional gaming expenditure or ssmply predetermined. We looked at hotels
and clubs separately, but in terms of the number of venues in each LGA rather than at the
level of the individual venue. The GMM estimator was applied, with hotel or club gaming
expenditure as the dependent variable and the number of hotel or club EGMsin the region as
the explanatory variable (as discussed in Section 3.2).

The parameter estimates for hotel and club EGMs computed under different scenarios in the
GMM estimation are reported in Table 4.3.

Table 4.3: Parameter estimates for hotel and club EGMs under different scenarios

Par ameter Weak exogeneity Weak exogeneity Strong exogeneity
estimates (variables exogenous (variables exogenous (al variables are
(t-ratiosand | up to one period up to current period) exogenous)
p valuesin behind current quarter)
parentheses)

Hotel EGMs Bs -0.180 (-0.214{0.830]) | 1.23(3.83[0.000]) 0.524 (25.5[0.000])

(dependent
vaiable, hotel | B2
EGM profits)

1.22 (3.86[0.000])

0.122 (1.73[0.083])

0.245 (7.77[0.000])

Club EGMs Bl

0.785 (3.79[0.000])

1.13 (8.56[0.000])

0.813 (15.4[0.000])

(dependent
variable, club Bz
EGM profits)

0.364 (2.50[0.012])

0.0680 (1.51[0.130])

0.164 (3.74[0.000])

From Table 4.3, we observe that the parameter estimates change as the number of
instruments that are assumed to be exogenous increases. The test statistics from strong and
weak exogeneity tests based on the different explanatory variables are reported in Table 4.4.
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Table 4.4: Chi-sguared tests for exogeneity of EGM numbers

Number of hotel EGMs Number of club EGMs
Test for weak exogeneity® %*(2)~18.7 [0.00009] x(2)~2.83 [0.24238]
Test for strong exogeneity? ¥*(3)~5.87 [0.11824] x2(3)~7.60 [0.05508]

Chi-squared statistics are shown with p-values in parentheses

Note (1): Thisisatest for zero correlation between the first-differenced disturbances and current period values of
the regressor.

Note (2): Thisisatest for zero correlation between the first-differenced disturbances and future regressor values.

In the case of hotel EGMSs, the results imply that in each year to 1997, the number of EGMs
in hotels was affected by gaming expenditure in the same year and in previous years,
although thiswas not soin 1998. There is some contrast in the results for club EGMs, which
suggest that, up until 1997, the number of EGMs in clubs did not respond to gaming

expenditure in past or current periods, but in 1998 EGM numbers were influenced by
spending on gaming in 1997 and 1998.

I ndividual demand factors

Results of the investigation of regional unemployment data

The results from the fixed effects specification, with regional dummy variables and
estimated using OLS, are shown below:

log(LOSS;) = regional dummies —0.206 log(UR;,) + U, (Equation4.5)
[-6.62 (0.00)]

where
the figures in parentheses are White's heteroscedasticity corrected t-ratios with
associated p-values, N=69, T=8, NOBS=552, R*=0.995061, SE=0.099572, Dummy
weight (DW)=0.972.
LOSS = net gaming expenditure per LGA.
UR = unemployment rate for each LGA

The results from the random effects specification estimated using GL S are;

log(LOSS;) = 15.4 - 0.201 log(URy,) + U, (Equation 4.6)
[92.0 (0.00)] [-6.52 (0.00)]

where the figures in parentheses are t-ratios with associated p-values, N=69, T=8,
NOBS=552, R?=0.047692, SE=1.34318, DW=0.00467.
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The Hausman test yielded a test statistic of x? (1) = 1.421 with p-value [0.23], suggesting
that the random effects specification is preferred to fixed effects. The unemployment rate
therefore has a uniform effect on gaming expenditure across the regions. Equation 4.6
implies that the unemployment rate explains 4.8 per cent of Victorid s regional variation in
gaming expenditure.

Both the fixed and random methods suffered serial correlation and so an autoregressive
equation AR(2) was used, incorporating regional dummies and thus resembling a fixed
effects equation. A non-linear least squares, maximum likelihood iterative technique was
used to estimate the equation where:

log(LOSS;) = regional dummies— 0.198 log(UR;;) + 0.415(RESID.;) (Equation 4.7)
[-5.31(0.00)]  [7.15(0.00)]
- 0.116(RESID,.,)
[-2.02 (0.04)]

where

m RESID; = regression residualsin time period (t — 1);
m  RESIDy, = regression residualsin time period (t — 2);

m the figures in parentheses are t-ratios with associated p-values, N=69, T=8,
NOBS=552, R?=0.996180, SE=0.090231, DW = 1.770 [0.000, 0.994].

Evidence from Equation 4.6 and Equation 4.7 suggests that an increase in regional
unemployment has a negative and statistically significant impact on net gaming expenditure.
The incremental effect on regional gaming spending of an increase in the unemployment rate
was calculated using the equation parameters and mean values of the explanatory variables.
These calculations suggest that in an “average” Victorian region, a 1 per cent rise in the
unemployment rate reduces quarterly net gaming expenditure by $61,946 (equivalent to
$1.23 per adult).

No statistically valid, deterministic relationship could be discerned between the proportion of
non-working persons in an area (measured as the fraction of the population, aged between 15
and 65 years, not in the labour force) and regional gaming expenditure. Equation 4.8 below
is based on actual numbers of non-working adults in the regions and is estimated using OLS.
The low t-statistic isindicative of the statistical non-significance of this variable.

log(LOSS;) = regional dummies— 0.0219 log(NWA;) + U;  (Equation 4.8)
[-0.808 (0.420)]

where the figures in parentheses are White's heteroscedasticity corrected t-ratios with
associated p-values, N=69, T=8, NOBS=552, R°=0.994613, SE=0.103988, DW=0.889.

The equation is able to capture amost al of the variance (R?), because of the use of a

dummy variable for each region under the fixed effects specification. The random effects
specification was rejected by the Hausman test.
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We can postulate that the low degree of explanatory power of these explanatory variables
relating to numbers not in the labour force may be because they are too broadly-based to
capture socio-economic differences between the regions which might account for the wide
variation in gaming expenditure. However, the rate of unemployment has a strong negative
impact on regional gaming expenditure, probably reflecting an income effect.

Results of the investigation of social security data

The following results are based on the fixed effects specification set out in Equation 4.9 and

estimated using OLS.

log(LOSS;) = regional dummies + 0.530 log(PENS;) —0.375 log(LMP,)
[0.978 (0.329)] [-3.00 (0.003)]

—2.98 10g(FAMy,) + 0.764 l0g(PARy)
[-7.32 (0.000)] [1.94 (0.052)]

+1.2310g(OTH;;) + RESID;
[6.08 (0.000)]

(Equation 4.9)

PENS = Pension payments
LMP = Labour market payments
FAM = Family payments

PAR = Parenting payments
OTH = Other benefits

where the figures in parentheses are t-ratios with associated p-values, N=69, TMIN=9,
TMAX=13, NOBS=893, R°=0.983193, DW=0.809, and SE=0.179157.

Table4.5: Statistical significance of social security variables

Variable Effect on Significance | Significance
net gaming | at 5% level at 1% level
expenditure | (two-tailed) | (two-tailed)

Pension payments + No No

Labour market payments - Yes Yes

Family payments - Yes Yes

Parenting allowances + Marginal No

Other payments + Yes Yes
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Equation 4.9 suggests that regional gaming expenditure is positively affected by the number
of recipients of pension, parenting and other social security payments, although the degree of
significance of parenting payments is marginal, while pension payments are not significant.
Labour market payments and family payments have a negative impact on gaming outlays in
the regions with both variables significant at the 0.01 level.

The use of variables lagged either one quarter or four quarters did not produce an
improvement in the results. The implication, therefore, is that gaming expenditure in the
regions responds to movements in the socia security variables in the same quarter. In joint
regressions using, as explanatory variables, the number of clubs and hotels with EGMs in
addition to the social security series, recipient numbers in the other payments and family
payments categories were found to be of greater significance in influencing regional gaming
expenditure than the number of hotels and clubs with EGMs.

Tests on Equation 4.9 indicated serial correlation, so the equation specification was refined
to correct for the disturbance problem. An autoregressive (AR(1)) model was estimated by
the method of maximum likelihood iteration and it affirmed the importance and sign of three
explanatory variables, labour market payments, family payments and other payments, with
the latter being the most significant.

Equation 4.10:
log(LOSS) = regional dummies + 0.375 log(PENS;) — 0.249 log(LMP;) — 1.27 log(FAM,)
[2.11 (0.035)] [-2.78 (0.005)] [-3.11 (0.002)]
- 0.326 log(PARy) + 1.1310og(OTH;) + 0.689 log(RESIDy.,)
[-0.805 (0.421)] [8.22(0.000)] [24.8 (0.000)]

where RESID,.; isthe autoregressive error term with autocorrelation coefficient rho (p).

and where the figures in parentheses are t-ratios with associated p-values, N=69, TMIN=9,
TMAX=13, NOBS=893, R>=0.984525, DW=1.91, and SE=0.172712.

Note that the parameters for the social security variables are smaller in Equation 4.10 than in
Equation 4.9. This is because of the influence of an additional variable in the equation,
namely the disturbance term, which is now being modelled systematically as a function of
itself over time. The rationale for quantifying the error term more formally is to correctly
measure the contribution being made by the principa explanatory variables.

The incremental effect on gaming expenditure of an increase in the number of socia security

recipients in each category was estimated as follows (the example is based on pensioner
numbers but is the same for the other explanatory variables):

ALOSS = 3. + (p — B.) x LOSS/ PENS (Equation 4.11)

where B; is the parameter estimate corresponding to pensioner numbers (or other social
security variables), p is the serial correlation parameter, LOSS is based on regression fitted
values and, aswith PENS, is an average over a specified part of the sample range.
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The results are tabulated below. The numbers shown represent the impact on gaming
expenditure in an “average” Victorian region resulting from an increase, by one claimant, in
the number of social security recipients in each category. Note that the figures relate to one
quarter.

Table 4.6: Marginal effect on net gaming expenditurein a“typical” Victorian region of
an additional person claiming social security

New social security Resulting quarterly Significance | Significance
recipient under each of increase/decreasein at 5% level at 1% level
the following categories gaming expenditure
Pension payments $0.07 Yes Marginal
Labour market payments -$0.10 Yes No
Family payments -$0.22 Yes Yes
Parenting allowances -$0.16 No No
Other payments* $0.34 Yes Yes

1 Other paymentsinclude child care payments and rent assistance.

Source: Equation 4.10. Note that the figures relate to one quarter.

The estimated equation parameters and fitted values of the dependent variable were also used
to calculate incremental effects in our chosen study regions. The marginal effect on gaming
expenditure in, say, Maribyrnong, was computed by eval uating the regression function (or its
derivatives) over the appropriate part of the sample range. The range deemed suitable for
this exercise was the last four quarters of data for each region. This is because nominal
gaming expenditure has been increasing rapidly over time, but the rate of growth diminished
in the year to June 1999. Average expenditure over the period can be assumed to be
reasonably representative of gaming activity at present. The four quarters from September
1998 would form a suitable point from which to derive short-term forecasts of gaming
expenditure using the estimated equation.

The results of this regional analysis are shown in Table 4.7. The table shows the increase in
quarterly net gaming expenditure in our six study regions of an additional claimant of
pension, labour market, family, parenting and other payments. These results are directly
analogous to those in Table 4.6, except that whereas Table 4.6 reports results averaged
across all Victorian local government regions, Table 4.7 reports the results for each of our
Six study regions.

For example, Table 4.7 shows that an additional claimant of pension payments in the City of
Greater Dandenong leads to an increase in quarterly expenditure on gaming in Dandenong of
$0.12. This is above the State average of $0.07 (see Table 4.6), but below the result for the
City of Maribyrnong, where an additional person claiming the pension leads to a $0.14
increase in quarterly regional gaming expenditure.
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Overall, the results in Table 4.7 are not surprising. We would expect that there would be
differences between regions that could lead to some differences in results, but overall the
direction of the effect (eg a positive or negative effect of beneficiaries of a certain type of
payment on gaming expenditure) is consistent across regions.*’

Table 4.7 Marginal effect on net gaming expenditure in selected regions of an additional
person claiming social security

Resulting quarterly increase (+) or decrease (-) in net gaming expenditure
Payment City of City of Greater | City of City of Rural City | Shireof
category Greater Geelong Maribyrnong | Moreland of Mildura | Wellington
Dandenong
Pension payments | $0.12 $0.08 $0.14 $0.06 $0.07 $0.07
Labour market -$0.43 -$0.11 -$0.14 -$0.09 -$0.09 -$0.11
payments
Family payments | -$0.37 -$0.31 -$0.56 -$0.30 -$0.20 $0.22
Parenting -$0.24 -$0.19 -$0.36 -$0.20 -$0.14 -$0.15
alowances
Other payments $0.50 $0.45 $0.64 $0.37 $0.29 $0.40

Source: Equation 4.10. Note that the figures relate to one quarter. The estimated regression parameters are
used in conjunction with mean values of the explanatory variables (and fitted values of the dependent variable)
over parts of the sample range appropriate to the chosen regions.

It should be noted that the regression from which the elasticities and margina effects are
calculated does not purport to represent a behavioural function; that is, it offers no
explanation of the mechanism by which an increase in social security recipients might be
trandated into a rise in regional gaming outlays. For some of the regions, such as for
instance, Maribyrnong, it is quite plausible that the incremental effect on gaming
expenditure, be it positive or negative, is greater than the amount that the new recipient can
hope to receive in benefits. There are anumber of hypotheses for this:

m firstly, a person who has recently become eligible for “other” social security payments
such as rent assistance may misjudge the amount of benefit he or she expects to receive
and, therefore, may spend more than his or her entitlement on gaming machines; and

m secondly, there may be multiplier effects. The individual collecting rent assistance may
take friends to the gaming venue who also bet money on EGMs. Alternatively, he or she
may, by his actions, urge those around him to wager larger amounts than they would
otherwise. This suggests that there are a number of ways in which the growth in
recipient numbers might have an impact on net player losses by all gamblers.

" The one exception is family payments in Wellington. Across the State and in our other five study regions, an
additional claimant of family payments leads to areduction in regional gaming expenditure. However, in
Wellington, an additional claimant of family payments leads to an increase in regional gaming expenditure.
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GMM estimation was used to test for exogeneity of the social security variables. The test
statistics are reported in Table 4.8.

Table 4.8: Chi-squared tests for exogeneity of social security variables

Pension Labour market Family Parenting Other social
payments payments payments allowances security
payments

Test for weak x4(3)~4.34 x*(3)~6.44 x*(3)~7.63 x*(3)~3.45 x%(3)~8.10
exogeneity® (1) | [0.227] [0.092] [0.054] [0.328] [0.044]
Test for weak x2(3)~0.421 x4(3)~3.15 x*(3)~3.98 x%(3)~0.645 x*(3)~8.12
exogeneity? (I1) | [0.936] [0.369] [0.264] [0.886] [0.044]
Test for strong | x*(6)~7.95 x%(6)~3.90 x%(6)~8.64 x%(6)~2.84 x%(6)~3.60
exogeneity® [0.242] [0.691] [0.195] [0.829] [0.730]

Chi-squared statistics are shown with p-values in parentheses

Note (1): Thisisatest for zero correlation between the first-differenced disturbances and values of the regressor
lagged once.

Note (2): Thisisatest for zero correlation between the first-differenced disturbances and current period val ues of
the regressor.

Note (3): Thisisatest for zero correlation between the first-differenced disturbances and future regressor values.

These statistics indicate that there is no feedback from gaming expenditure, either past or
present, to current and future values of the explanatory variables. The independence of each
of the explanatory variables is therefore affirmed. The rise in gaming expenditure in recent
years has had no discernible impact on the numbers of persons claiming social security.
Likewise, expenditure on gaming today does not foreshadow a change in the number of
social security claimants in future.

Results of theincor poration of consumer sentiment data

The consumer sentiment variables were discussed in Section 3.4.5. These variables made a
small contribution to our understanding of gaming machine expenditure in the regions. The
Consumer Sentiment and Local Economy Indicators were marginaly significant, but the
Well-Being and Overall Indicators were insignificant. Equation 4.12 below is based on the
random effects specification, using GL S estimation.

log(LOSS) = 13.5 + 0.623 log(CONSENT;,) + U, Equation 4.12
[36.2 (0.000)] [16.7 (0.000)]

where CONSENT = the Consumer Sentiment Indicator calculated as a weighted average of
the responsesto five questionsin KPM G’ s Household Survey;

and the figures in parentheses are t-ratios with associated p-values, N=6, T=2, NOBS=12,
R?=0.071142, SE=0.716505, DW=0.00330
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The Consumer Sentiment Indicator explains roughly 7 per cent of the variation in gaming
expenditure between the six study regions. Note that these results are not directly
comparable with those obtained using data from all regions - in general, larger samples
produce results which are more robust and asymptotically valid. Equation 4.12 also suffers
an acute seria correlation problem.

It is conceivable that the other indicators (and particularly the Well-Being Indicator) might
have yielded superior resultsif the dataset was broader (covering alarger number of regions)
and deeper (spreading over several time periods). However, this would have entailed
conducting alongitudinal, household survey over awider spread of Victorian regions.

Since the Consumer Indicators increased over time alongside gaming expenditure, this may
have boosted the equation goodness-of-fit measures. However, regression diagnostics
pointed to large variance components in the regional dimension, suggesting that the level of
gaming expenditure in each LGA did not bear a strong relationship to consumer confidence.

Size factors - tourism

As expected, a number of the tourism series were highly collinear and moved in tandem with
one another. For some regions, there were also strong seasonal patterns evident in the data,
and so seasonal adjustment of the dependent and explanatory variables was undertaken using
the ratio of moving averages method. The variables which were significant included hotel
industry employment, bed spaces, bed occupancy rates, room occupancy rates, guest arrivals,
and the takings from accommodation, with the latter being most important. Note that takings
from accommodation are recorded during the month in which they are actually received and
may thus include advance payments. To eliminate multi-collinearity, the final equation
specification made use only of takings from accommodation and was based on the random
effects specification using GL S estimation.

log(LOSS) = 10.4 + 0.320 log(TAKE;) + U, (Equation 4.13)
[20.2 (0.00)] [9.07 (0.00)]

where TAKE = revenues ($) received from the provision of accommodation, excluding
meals, for al qualifying establishments in the region, and where the figures in parentheses
are t-ratios with associated p-values, N=53, TMIN=1, TMAX=16, NOBS=826,
R?=0.165341, SE=1.26345, DW=0.0168. The Hausman test yielded a test statistic of % (1)
= 0.284 with p-value [0.5942], suggesting that the random effects specification is more
appropriate than fixed effects.

It is clear that short-term stays contribute to an understanding of the level of gaming activity

inaregion. Takings from tourist accommodation explain about 16.5 per cent of the variation
in regional gaming expenditure over time.
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A first-order autoregressive (AR1) model of gaming expenditure on accommodation receipts
was estimated using a non-linear least squares, maximum likelihood iterative technique so as
to control for the serialy correlated disturbances in Equation 4.13.

1og(LOSS) = regional dummies + 0.0769 log(TAKE;) + 0.867 (RESID..;)  (Equation 4.14)

[4.89 (0.00)] [41.6 (0.00)]

where RESIDy.; = regression residuals in time period (t — 1).

and where the figures in parentheses are t-ratios with associated p-values, N=51, T=16,
NOBS=816, R°=0.990783, SE=0.132519, DW = 1.79.

The high t-ratio for accommodation revenues confirms the role of this variable in explaining
the amount of gaming activity that is undertaken from one region to the next. Note,
however, that the parameter estimate of 0.0769 is low, suggesting that the magnitude of the
impact will be small. In other words, athough the money spent in a region on hotel
accommodation is a significant determinant econometrically of gaming expenditure, the
actual flow-on effect is marginal. This may be because persons staying in hotels spend
larger sums of money on accommodation, food and beverages than they do on poker
machines, either in the same establishment or at another venue in the area.

The incrementa effect on gaming expenditure of a one-dollar increase in the amount spent
on accommodation in aregion was estimated to be 3 cents on average for al regions. Thisis
the increase in net gaming spending resulting from a $1 boost to hotel accommodation
spending in a “typical” Victorian region. All of the estimates were significant at the 5 per
cent level.

Table 4.9: Theincreasein net gaming expenditure in selected regions of an additional
dollar spent on accommodation

Resulting number of cents spent on gaming (EGMs)

City of City of City of City of Rural City of | Shire of Wentworth local
Greater Greater Maribyrnong | Moreland | Mildura Wellington | government area
Dandenong | Geelong

cents | 24.5 8.3 30.7 13.2 16.0 2.86 2.98

Source: Equation 4.14. Note that the figures relate to one quarter. The estimated regression parameters are
used in conjunction with mean values of the explanatory variables (and fitted values of the dependent variable)
over parts of the sample range appropriate to the chosen regions.
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The low result for Wentworth (NSW) reflects low spending on EGMs in that region by
comparison with Mildura and with Victorian regions in general. Expenditure on EGMs in
Wentworth clubs and hotels has remained flat since the mid-1990s'.

GMM estimation was used to test for exogeneity of the principal tourism variables, namely
takings from accommaodation, the bed occupancy rate, and employment in hotels and motels.
The parameter estimates derived under different scenarios using takings from tourist

accommodation are reported in Table 4.10.

Table 4.10: Parameter estimates for tourist accommodation receipts under different

scenarios
Par ameter Weak exogeneity Weak exogeneity Weak exogeneity Strong exogeneity
estimates (instruments (instruments (instruments (al instruments are
(t-ratiosand | exogenous up to two exogenous up to one exogenous up to exogenous)
p valuesin periods behind current | period behind current current period)
parentheses) | quarter) quarter)
B1 0.0836 (7.83[0.000]) 0.0828 (12.8[0.000]) 0.0814 (14.3[0.000]) 0.0761 (16.7[0.000])
B2 0.0380 (3.11]0.002]) 0.0351 (5.23[0.000]) 0.0380 (6.70[0.000]) 0.0304 (7.25[0.000])
Bs -0.0592 (-3.40[0.001]) | -0.0665 (-7.19[0.000]) | -0.0611 (-8.15[0.000]) | -0.0700 (-11.1[0.000])
B4 0.0979 (5.42[0.000]) 0.0998 (7.92[0.000]) 0.103 (9.42[0.000]) 0.0985 (14.0[0.000])

The test statistics from strong and weak exogeneity tests based on the different explanatory
variables are reported in Table 4.11.

18 Relevant publications include New South Wales Gaming Analysis 1993-94 to 1997-98, Registered Clubs
Quarterly Gaming Analysis, and Hotels Quarterly Gaming Analysis
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Takings from Bed occupancy | Hotel/motel

accommodation | rate employment

)
Test for weak x%(3)~0.468 x*(3)~1.89 x%(3)~0.322
exogeneity® (1) | [0.92591] [0.59644] [0.95587]
Test for weak x%(3)~0.414 %%(3)~0.359 x%(3)~2.56
exogeneity® (I1) | [0.93743] [0.94860] [0.46426]
Test for strong | %%(6)~1.34 x%(6)~1.77 x%(6)~0.971
exogeneity® [0.96944] [0.93959] [0.98668]

expenditure
September 2000

Table4.11: Chi-squared tests for exogeneity of tourist accommodation variables

Chi-squared statistics are shown with p-values in parentheses

Note (1): Thisisatest for zero correlation between the first-differenced disturbances and values of the regressor
lagged once.

Note (2): Thisisatest for zero correlation between the first-differenced disturbances and current period val ues of
the regressor.

Note (3): Thisisatest for zero correlation between the first-differenced disturbances and future regressor values.

The results from this GMM estimation indicate that the amount gambled in a region does not
affect the overall bed occupancy rate, the level of employment in hotels and motels, or the
amount spent on accommodation, either in the same time period or in subsequent periods. A
corollary of thisisthat, considering Victorian regions as a whole, gaming does not appear to
be a major enticement for tourist visitation. The result could conceivably differ, however, if
we were to restrict the sample to recognised tourist regions, perhaps both in New South
Wales and Victoria
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Appendix 2. Gaming and venue oper ating hours

There has been considerable debate at local level regarding the extension of venue operating
hours. Whilst we have been unable to explore this issue in detail in this project, we present
below some case studies which give an indication of the issues which have been raised in the
debate.

Case studies: Gaming legislation and the issue of opening hours

Since the 1994 publication of the Schilling report into the Review of Electronic Gaming
Machines in Victoria, the State’s casino and gaming regulators have expended considerable
effort in detailing the social and economic impacts of gambling. The research to-date has
guantified the significant social and economic effects of gaming (both beneficia and
adverse) which provide justification for the regulation of gaming venues. A recurrent
guestion which arises from the research, however, is where responsibility for the provision of
adequate control over the location of gaming venues lies, and how this should facilitate the
implementation of harm minimisation measures.

There are three pieces of legidation governing the operation of gaming venues, namely:

= the Gaming Machine Control Act 1991. This establishes a system for the licensing,
regulation, supervision and control of gaming venues,

= theLiquor Control Reform Act 1998. This describes the duties and responsibilities of the
Director of Liquor Licensing; and

= the Planning and Environment Act 1987. The State government is responsible for
implementing most of the provisions set out in the statute, however local government
also has a primary role, while the Victorian Civil and Administrative Tribunal makes
rulings on interpretation of the Act.

In March 2000, the Victorian Government announced that it would be introducing new
legidation to promote responsible gambling. The Government intends that the Gambling
Legislation (Responsible Gambling) Bill will go before the Autumn sitting of Parliament this
year. The Bill’s provisions are described in the main report of this study.

The Gaming M achine Control Act

The objectives of the Gaming Machine Control Act 1991 are identical to those of the Casino
Control Act 1991 and are directed at ensuring that:

= the management of gaming machines (and casinos) remains free of criminal influence
and exploitation;

= gaming in casinos or on gaming machines is conducted honestly; and

= tourism, employment and economic development in the State are promoted.

The Gaming Machine Control Act deals with the approval of premises and individuals

involved in their management. Asdescribed in section 12(c), the responsible authority (local
government) may submit a report in relation to particular premises, in response to which the
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Gaming Authority must consider whether the premises are or will be suitable for the
management and operation of gaming machines. The Gaming Authority must also have
regard to the size and layout of the gaming establishment. The Act covers some aspects of
regulation, such as proscriptions on credit and restrictions on minors, which may to some
extent impact on the social and economic impacts of gaming.

TheLiquor Control Reform Act

The Liquor Control Reform Act is primarily concerned with the regulation of licensed
premises selling liquor. It therefore resembles the Gaming Act and deads with the
approbation of persons involved in the management of premises and, to a lesser extent, the
premises themselves. The now repealed Liquor Control Act 1987 had an explicit provision
for community benefits. The objective of the Act was:

To respond to community interest by, inter alia, promoting economic and socia growth in Victoria and
encouraging the proper development of the liquor, hospitality and related industries.

The test for “community interest” arose in a number of cases heard before the Liquor
Licensing Commission. In most instances, the issues revolved around the extension of
opening hours in the licensed parts of premises. Some of these cases are discussed below.

The Golf View Hotel in North Geelong applied in late 1997 for a lengthening of its trading
hours permit from 20 hours to 24 hours. This would have entailed a move from closure at 3
am to 24 hour operation. The City of Greater Geelong objected to the grant of the
application on the grounds that it would be contrary to the community interest. As part of its
evidence, the Council tendered two Victorian Casino and Gaming Authority reports, the
“Social and Economic Effects of Electronic Gaming Machines on Non-Metropolitan
Communities” and the “Summary of Findings, 1996-97 Research Program”. Attention was
drawn to the negative impact of gaming machines in Geelong, as described in one section of
the first report.

A counsellor from the Financial Counselling and Consumer Information Service testified
that the nature of gambling by problem gamblers presenting to the agency was nearly always
EGM related. She mentioned that the agency’'s statistics demonstrated a 300 per cent
increase over 12 monthsin the number of persons identifying gambling as a primary cause of
financial difficulty, and that comparative figures for Geelong were double the State average.
It was noted during the application that the information presented largely derived from
anecdotes, and informal discussions with other counsellors. The proprietor of the hotel
presented five demand witnesses (mostly shift workers) who attested to their usage of the
public bar facilitiesin the early hours of the morning. No evidence was presented before the
Commission that the amenity of the area might be an issue, because the hotel had adequate
parking and appropriate security arrangements.

The Commissioner ruled on the basis of his decision in Carlton Cricket and Football Social
Club, Glenroy, decision number 566R, where it was decided that the Commission had no
jurisdiction to consider the social and economic impact of gaming in the context of a liquor
licence application. The application for variation of the licence to cover extended hours was
accepted.
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The Gateway Hotel, aso in Geelong, is an interesting case because it demonstrates an
evolution in the Commission’s thinking on social and economic issues, resulting in an
apparent broadening of the parameters of the community interest test. The hearings were
held in February and March 1998. The ALH Group (the Applicant) sought to increase the
trading period alowed by its General Class 1 licence. As with the Golf View, the Gateway
applied for 24 hour on-premises consumption in its gaming room, 365 days ayear. No (local
government) planning permit was required for the proposed change because the premises
enjoyed “existing use” rights due to it being a hotel before planning restrictions were
imposed.

The Objector, the City of Greater Geelong, submitted that the application ought to be refused
on the basis that the extension of gaming would have a detrimental effect on the amenity of
the area. The City Council’s evidence was interpreted as suggesting that gaming for an extra
31 hours per week would necessarily be worse than gaming for the 137 hours aready
permitted. The Objector again presented evidence from the VCGA’s 1996-97 research
programme.

The Applicant claimed that evidence adduced by the Objector about the adverse effects of
gaming was irrdlevant because none of it pertained to the Gateway and its immediate
environs. The Applicant relied on the Melbourne Football Club case, decision number 556
of the Commission, which held that evidence as to the deleterious effects of gaming was not
something that the Commission could take into account in deciding any application under the
Act. The Applicant also produced a “statement of need” which pointed to its inability to
compete on an equal footing with other gaming facilities which operated 24 hours a day.
When it was forced to close at 3 am., patrons could simply travel up the highway to the
Crown Casino which had no limit on its opening hours.

In reaching a conclusion, the Commissioner turned to the full-bench decision of the Carlton
Cricket and Football Social Club, decision number 566A. The relevant test was now
construed as being whether the presence of gaming machines at the premises and an
extension of the hours in which they were operating could have an adverse impact on the
neighbouring community. The Commissioner ruled that material submitted by the Objectors
did not adequately address thisissue. It discussed the effects of gaming on Victorian society
in general which was a broad issue beyond his bailiwick. He noted that, as with the effects
of alcohol abuse, gaming's socia impacts should be left to the State government. The
Commissioner also expressed satisfaction that the amenity of the area would not be unduly
affected by the extension of hours in the gaming room. He therefore granted the extended
hours trading permit (decision number 636).

Following the Gateway and Golf View Hotel decisions, the City of Greater Geelong
appealed both rulings, and the Golf View Hotel’s 24 hour permit was withdrawn pending a
full review later in 1998. At a directions hearing, the City was given leave to introduce fresh
evidence intended to relate to its case concerning the effects of gaming. The City and the
Golf View agreed to a compromise closing time of 5 am as opposed to 3 am or 7 am. The
Gateway Hotel, however, maintained 24 hour trading in the interim period. The only other
hotel in Geelong with extended hours was the Lord of the Isles Tavern which traded until 5
am.
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The case of the Norlane Hotel was heard in April 1998 and the verdict reached appeared to
be closer to that in the Golf View Hotel hearing than in the Gateway Hotel case. The
Norlane applied for 24 hour trading, and the City of Greater Geelong submitted that this
would have an adverse impact on individuals, families and businesses. The Administrative
Appeals Tribunal examined the evidence presented in the form of the two VCGA reports, but
noted that significant parts of the works commented on positive aspects of gaming, such as,
for instance, increased employment opportunities and increased government revenue to be
devoted to public services. The Tribunal also stated that a large part of the Deakin
University report was based on community reaction (rather than, say, empirical findings),
and that much of the material was placed before it by way of assertion. No expert witnesses
had been called to respond to, adopt, adapt or comment upon the material contained within
the study. The Tribuna maintained that it was simply invited to form the conclusion that a
four-hour extension in the middle of the night would be harmful, and it declined to do so.

The Tribunal drew attention to the decision of Ashley Hotel Pty Ltd vs. Banyule City Council
& Langdon and Others (1997/33518) in which it determined that:

Finally, we would also say that we are concerned about the development of an undesirable paternalism in town
planning decisions. If gaming were to be prohibited in this location in the interests of avoiding further socio-
economic problems in the “disadvantaged” West Heidelberg community, such an approach could set al manner
of undesirable precedents for the definition of communities requiring “protection” from various developments —
“environmental paternalism”.

The Tribunal also affirmed its role as an administrator rather than author of planning
legidation. It said that it was precluded from considering socia and economic effects, and
that if there were social problems arising from gaming, they were of a macro-economic
nature across the State, and couldn’t be resolved by attempting to apply micro-economic
solutions in selected aress.

“We believe that if we used as a basis for the determination of this application any conclusions about the negative
socio-economic effects of gaming upon the community at large, this would be to question the availability of
discretion under the Planning Scheme, that is it would be to review the legislation rather than to administer it.
Despite the changes to the Planning Scheme since the hearing of this appeal, the Government has indicated its
intention that gaming should continue as a lawful activity in the State: that decision is one within the politicians
purview.”

The Tribunal concluded that to adopt a piecemeal approach to micro-economic problems
would simply result in shifting them from one geographic area to another. The material
advanced by the City of Greater Geelong was too general to support a finding of the type it
sought. The Norlane Hotel was permitted to operate a 24-hour gaming room.

The full bench of the Liquor Licensing Commission adopted a different perspective at the
appea hearing of the Golf View Hotel in September 1999. At the outset of the case,
guestions were raised about the Commission’s jurisdiction to consider social and economic
effects of gaming generally, or in relation to a particular premises or neighbourhood, and the
parties requested a preliminary ruling to be delivered with reasons. The respondent’s view
that such evidence should be disallowed was rejected. The City of Geelong proposed to
demonstrate that the additional social harm resulting from the availability of gaming from 3
am to 7 am was likely to exceed the benefits from the provision of additional drinking
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opportunities to actual or potential customers. The Commission agreed to accept such
evidence. In doing so, it acknowledged its responsibility:

“To place conditions on [licences] which may give appropriate weight to the expression “community interest”,
even if that expression had not been used in the Act, with its usual, though not invariable, association with an
“ared’ or neighbourhood.”

The Commission justified its decision to give consideration to all aspects of gaming by
referring to provisions of the Liquor Control Act. The objects of that Act, as stated under
section 5, are as follows:

= promoting economic and socia growth in Victoria by encouraging the proper
development of the liquor, hospitality and related industries; and

= facilitating the development of a diversity of licensed facilities reflecting consumer
demand;

= providing adequate controls over the sale, disposal, and consumption of liquor; and

= contributing to the effective co-ordination of the efforts of government and non-
government agencies in the prevention and control of alcohol abuse and misuse.

Gaming was construed as falling within the scope of “related industries’, the development of
which the 1987 legislature sought to oversee. The Commission held that:

“[It] was not excluded from considering the consequences of gaming made possible by its decision to grant
licences given that the heart of the Act is the “community interest” and problems associated with liquor (of which
excessive gambling is clearly one possible one even if there were no necessary connection made by legislation
between gaming and liquor), and given that the Parliament has made the Commission the gatekeeper responsible
for several steps and criteria prerequisite to the obtaining of a gaming venue operator’s licence by specifically
requiring the applicant to hold aliquor licence as mentioned above.

Nor is there any preferred statutory method of providing some control over what is universally acknowledged to
be a socially significant activity with great capacity for harm if totally unregulated. That is not to say that the
legislative scheme or schemes pertaining to either liquor or gaming can give one any confidence that one knows
the plain intention and desires of legislators.”

The Commission thus took into account arguments put forward by the City of Greater
Geelong on such matters as sexually explicit entertainment, broader amenity issues, and the
overlap of responsibilities between the Commission and the VCGA. On sexualy explicit
entertainment, Counsel for the respondent, Mr Stuart Morris, mentioned that there were strict
conditions for the licensing of adult-only parlours and outlets, and this demonstrated the
Commission’s willingness to engage in “paternalistic social engineering”. On amenity, Mr
Morris proposed that the term be extended to cover the social consequences of gaming.
However, the Commission responded that this would add nothing to its general consideration
of community interest. On the matter of competing jurisdictions, it was put to the
Commission that the VCGA could deliver what the City of Greater Geelong sought simply
by imposing the restrictions on hours. The Commission held that this did not in any way
undermine its own authority to implement measures which might achieve the same effect.
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In the end, the City of Greater Geelong's case was held to be applicable only to its own
jurisdiction. A different set of counter-arguments could be upheld in another municipality.
Nonetheless, it was prepared to admit all evidence, including social and economic
consequences, during the remainder of the hearing, scheduled for December 1999. In the
meantime, the Golf View was to maintain its 5 am. closing time.

The repeal of the old Liquor Control Act and the introduction of new legislation has added to
the uncertainty over the role of regulators, (such as Liquor Licensing Victoria), in applying
social and economic criteria to the evaluation of decisions about gaming venues. The new
Liquor Control Reform Act 1998 is primarily concerned with the regulation of licensed
premises and the sale and disposal of liquor. As such, like the Gaming Act, it deals with the
approval of people involved in the management of licensed premises and, to a far lesser
extent, the premises itself. The objects of the Liquor Control Reform Act have now been
amended so that the relevant reference is now:

“To contribute to the responsible devel opment of the liquor and licensed hospitality industries.”

There has also been a shift in emphasis in the Liquor Act from the concept of “community
interest” to the concept of “amenity”. On the one hand, community interest is a far-reaching
concept able to take in issues of social and economic impacts. Amenity on the other hand,
while nebulous as a concept, is far less likely to suggest that social issues are within the
ambit of the relevant considerations.

The Planning and Environment Act

One of the objects of the Planning and Environment Act 1987 is to secure a pleasant,
efficient and safe working, living, and recreational environment for all Victorians and
visitors to Victoria. Section 60 of the Act stipulates that before deciding on an application,
the responsible authority may, if the circumstances require, have regard to significant social
and economic effects of the proposed development. It would appear that these provisions
permit social and economic effects of gaming to be taken into consideration, at least to the
extent that the impacts might impinge on planning issues. Thus, in the case of the Uniting
Church in Australia Property Trust (Vic) and Others vs. Moreland City Council, the
Tribunal said:

“There is no doubt in our minds that gaming and its ramifications constitute and raise important social and
economic questions and that they have serious social and economic effects. Amongst these is the effect on
individuals and families of excessive losses at gaming and the effect on agencies like those of the Uniting Church
of Australiathat seek to assist sufferers and to alleviate such problems.”

Of course the difficulty thus far is that there has been little hard evidence in relation to the
impacts of a particular venue. As with the Liquor Licensing Commission, (now Liquor
Licensing Victoria), the Tribunal proceeds on the view that general information or material
asto the socia harms of gaming cannot be used to justify the refusal of a permit in respect of
a particular use or development because gaming is lawful in the State. Under clause 19.02
(new format) of the Planning Scheme, gaming is prohibited only in identified shopping
complexes, and is limited in shopping strips.
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In George Phillips vs. Moreland City Council, (1998/89409, heard 30 April 1999), the
applicant sought a permit to expand the size of a bingo hall, adjoining which was a gaming
room. The Victorian Civil Appeals Tribunal (VCAT), upheld a condition in the permit that
required the operator of the licensed premises and gaming venue to install clocks in the
gaming room. The Tribunal accepted the Council’s submissions that the objects of the
Planning Act, Section 60(2) of the same Act, and previous case law in relation to gaming
venues, all supported a condition which required clocks as a basic harm minimisation tool.
The Tribunal held that even though the expansions were taking place in the bingo hall and
not in the gaming room, (which would remain unchanged with 100 machines), there would
be increased traffic in the venue as a whole and this might give a boost to EGM throughput.
Of particular relevance to the Tribunal’s decision was the recently-prepared Moreland code
of conduct on gaming which suggested various ways in which the harmful effects could be
attenuated.

The Tribunal aso gave prominence to charters for responsible gambling in the case of
Cascall Pty Ltd. vs. the City of Maribyrnong. Thiswas another instance in which a hotel (the
Y arraville-based Victoria on Hyde) sought an extension of gaming hours, except that on this
occasion Liquor Licensing Victoria was not involved. The hotel held a restricted hours
permit issued when it was conducting renovations in 1996, and it sought to have the permit
amended.

The Tribunal quoted from the City of Maribyrnong’s interim policy on convenience gaming
venues. The policy said that:

“It is likely that some existing EGM venues will seek an extension of hours, for which planning approva is
required. The following factors will be important in considering such applications:

1. The applicant demonstrates by satisfactory evidence that the social and economic impact of the extension of
operating hours will not be detrimental to the local community, including the aggregate economic and social
well-being of local households, and will not have a detrimental impact on existing economic activity within
thelocal area; and

2. Afull range of facilitiesis available to patrons during the period of extended opening hours.”

The applicant argued that Council’s attempt to regulate or influence the gambling behaviour
of its ratepayers was not a valid consideration in relation to the present application. He drew
upon the decision in Ashley Hotel Pty Ltd. vs. Banyule City Council in which the Tribunal
seemed to take the view that regulation was paternalistic (see comments in earlier section).
The Tribunal stated that the comments it made regarding restrictions of rights of access to
gaming were an aside and not integral to its reasoning. It said that it had expended
considerable effort in analysing the empirical data placed before it concerning the socio-
economic impact of gaming, but was not satisfied that the additional gaming facilities to be
introduced in the locality (Banyule) would cause an increase in problem gambling as alleged
by the Responsible Authority and its detractors. In that instance, problems peculiar to the
locality could not be identified, as distinct from the more general effects of increased gaming
facilities within the wider community.
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In the context of the Maribyrnong application, the Tribunal said it wasn't convinced that a
link between the current proposal and socio-economic problems could be demonstrated by
the Responsible Authority. However, it held that in view of the significant level of socio-
economic disadvantage in the locality (as demonstrated in a report prepared by the Council),
it would be appropriate to support the Maribyrnong charter for responsible gaming. The
burden would thus fall on the applicant to demonstrate that additional problems associated
with gaming would not arise from the extension of hours. The applicant’s appeal would
therefore be disallowed unless it resolved to produce more fulsome information concerning
socio-economic impact within a reasonable period of time.
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