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Introduction 
Massachusetts casinos, the Lottery, and state sports betting together generated over $1.5 billion in state 
revenue in Fiscal Year (FY) 2025. These gambling activities support a wide range of public programs and 
infrastructure for the Commonwealth and its municipalities. This growth, however, is not without 
tradeoffs, as many bettors and their families incur gambling related harms. Less widely recognized, 
those with lower incomes tend to lose a larger percentage of their income gambling – resulting in wider 
inequities of income and race. 
 
With the Lottery scheduled to start taking bets next year through people’s phones and other internet 
devices and proposals under consideration for additional forms of online state casino gambling, this 
paper examines the money trail: how much revenue is generated, how the amounts have changed over 
time, how public investment of gambling revenue has evolved; who pays these dollars; and how current 
policies impact economic and racial inequality.  
 
There is tension between the policy goal of increasing public revenue and the competing goal of 
mitigating the social harms and widened inequality caused by gambling losses, which are the basis of 

Key Takeaways 

• The Lottery, casinos, and sports betting together generate $1.5 billion in annual taxes, the state’s 
fourth largest source of revenue. The Lottery is the largest source, but has fallen by a third since 
2002, when adjusted for inflation. 

• Problem gambling disproportionately harms lower-income and non-white bettors. 

• Lottery revenue is used for local aid, which is somewhat targeted to lower-income communities. 
State spending of casino revenue has changed over time and concentrated in a few programs. 

• Growing online sports betting may be replacing some casino gambling. It pays lower tax rates on 
profits and poses new dangers for problem gambling. 

• Strategies are available to ensure gambling operators contribute more revenue without worsening 
gambling harm. The Commonwealth can do more to protect against gambling harm, ensure 
gambling revenue is spent to benefit those who need it most, and improve information to inform 
bettors and guide regulators about who gambles and how operators target problem gamblers to 
increase profit. 
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that revenue. The Commonwealth has taken steps to mitigate the harms but could do more. Policy 
makers should recognize that revenue generation from gambling worsens inequality. If nothing else, 
they can be deliberate about ensuring that the way these funds are spent reduces inequity.  
 

$1.5 Billion Annual Revenue from State-Sanctioned Gambling 
State-sanctioned gambling in Massachusetts began 53 years ago with the introduction of the state 
Lottery. More recently, casinos and a slot machine parlor were introduced following a 2011 law, and 
legalized sports betting was introduced in 2023.1  Each of these activities is designed so that the 
expected value of winnings is less than the cost to place the bets, resulting in substantial and steady 
profits to the gambling operator.2 As a state entity, the Lottery contributes it profits directly into public 
funds, while the private entities licensed to operate casinos, a slot parlor, and sports betting are taxed at 
rates from 15 to 49 percent on their gross profits from wagers. 
 
Taken together, gambling revenue can be seen as the fourth largest tax collected by the state of 
Massachusetts. The $1.5 billion in revenue from gambling far exceeds tax collections for cigarettes, 
alcohol, or even motor fuels and wealthy estates. Gambling revenue is far less than is collected by the 
income tax, or the sales tax; and a bit more than a third of the amount collected from corporations (see 
chart below). 
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As a percentage of the state budget, gambling revenue has declined over the last 25 years. In FY 2025, 
gambling revenue represented 2.23 percent of the state budget.3 This is slightly smaller than the 2.48 
percent of the budget collected in the previous fiscal year (FY 2024). The FY 2025 figure is a considerably 
smaller share of the state budget than the 3.71 percent collected in 2002 solely by the Lottery. The 
percent of state revenue collected by the Lottery declined to 1.53 percent in FY 2025. 

Lottery 
The amount wagered on the Massachusetts Lottery per-capita far exceeds the per-capita betting for any 
other state Lottery. This is not just because Massachusetts is a relatively high-income state. Measured as 
a percent of personal income, Massachusetts residents spend more playing the lottery than residents in 
any other state by far. Analysis by the Federal Reserve Bank of Boston found that in 2022 Massachusetts 
residents spent well over twice the national average of the 45 states with lotteries.4 
Impressively large as the Lottery may be, its growth has slowed considerably in recent decades. 
Adjusting for inflation, the value of state revenue generated by the Lottery peaked in 2002 and has 
fallen by a third since (see figure below). A Federal Reserve Bank of Boston analysis in 2024 similarly 
finds that Massachusetts Lottery revenue fell considerably as a portion of state revenue, from 2.6 
percent of state revenue in 2005 to 1.8 percent of state revenue in 2022.5 
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There’s some evidence that the Lottery may be generating its revenue from a shrinking group of 
Massachusetts residents who buy tickets more frequently. Two large-scale surveys of Massachusetts 
gambling behavior were conducted before and after the opening of casinos.6 In the first survey (2013-
2014), 61 percent of Massachusetts adults reported having gambled with a Lottery product during the 
past year. In the second survey (2021-2022), annual Lottery participation declined to 47.6 percent. 7  
Likewise, in the first survey 33.5 percent of people reported gambling with a Lottery product over the 
previous month, which declined to 21.6 percent in the second survey.  This decline may have been in 
part due to COVID.8 
 
Despite a declining percentage of adults saying they gambled on the Lottery, – and reporting no increase 
in the median spending amount,9 total spending on Lottery products increased from $4.86 billion in FY 
2014 to $5.86 billion in FY 2022 – a billion dollar increase in absolute terms during the period between 
the surveys.10  
 
The FY 2025 budget introduced “iLottery“ gambling, enabling individuals to place bets on scratch tickets, 
Powerball, or other Lottery wagers from their phone or other internet-connected device. The FY 2025 
budget anticipated that $100 million in revenue generated by the iLottery would be used to support 
grant programs for early education, but launch of this new form of state gambling was delayed.  
Revenue from iLottery is now forecast for FY 2027. 
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https://www.masslottery.com/about/news/ilottery-authorized-in-massachusetts
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Casinos 
The 2011 passage of “Act Establishing Expanded Gaming in the Commonwealth” led to the opening of a 
slot parlor and two casinos in Massachusetts. Casino gambling revenue from the slot machine parlor at 
the Plainridge Park slot parlor is subject to 49 percent tax and casino betting revenue from the two 
resort-style casinos is taxed at 25 percent. 
 
Revenue initially increased as new facilities opened. The slot parlor at Plainridge Park Casino opened in 
the town of Plainville at the very end of FY 2015. For the first three full fiscal years the slot facility 
generated about $80 million in annual taxes.  Revenue then climbed with the opening of the MGM 
Springfield casino in August 2018 and the Encore Boston Harbor Casino in the City of Everett in June 
2019. Combined, this tax revenue reached $340.6 million in FY 2025. But growth in casino revenue has 
slowed considerably in the last three years, increasing by less than $7 million between FY 2024 and FY 
2025.  
 
As the chart below shows, when adjusted for inflation, the value of casino taxes peaked in FY 2022 and 
has declined almost 3 percent over the last three years. This period coincided with the introduction of 
sports betting. 
  

 
 
The chart above suggests that sports betting may simply take the place of casino betting. This is 
consistent with research on the interaction of different types of gambling revenue in seven states that 
introduced sports betting before the COVID pandemic. The research finds that the introduction of online 
sports betting in these states was associated with a significant decrease in casino revenue.11 On the 
other hand, sports betting may tend to have different demographics, with it being particularly popular 
among young men.12 
Massachusetts casino revenues may also be impacted by the opening of casinos in New Hampshire, 
especially along the border with Massachusetts. More such casinos are slated to open in coming years.13 
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Sports Betting 
A 2018 U.S. Supreme Court decision overturned the federal ban on sports betting. Most states followed 
by rapidly legalizing a new industry, especially focused on online sports betting. In 2022 Massachusetts 
enacted an “Act to Regulate Sports Wagering” and state-regulated sports betting began in early 2023.14  
Sports betting is taxed more lightly than casino revenue. Gross wagering revenue (the amount bet minus 
the amount paid out for winning bets) is taxed at a rate of 15 percent for in-person sports betting that 
takes place at casinos and 20 percent for online bets. Revenue from sports betting has grown robustly, 
nearly tripling from $40.0 million in FY 2023 to $117.4 million in FY 2024, then growing another 28 
percent to $150.7 million in FY 2025. 
 
To the extent that sports betting may be replacing casino patronage or cannibalizing casino revenue, this 
could pose problems. As a recent study from the University of Massachusetts makes clear, sports betting 
generates very few direct jobs or contracts with Massachusetts businesses compared to casinos.15 If 
sports betting is substituting for casino betting and profits are taxed at lower rates then either an ever-
expanding pool of bettors must lose money betting on online sports or revenues will flatten. In other 
words, if somebody wagers $200 on the Celtics instead of losing that sum playing slots, the 
Commonwealth receives $30 or $40 in revenue instead of $50 at a resort casino, or $98 at the slot 
parlor.  Put differently, the sports betting companies would need to extract a lot more betting losses 
from Massachusetts residents to support the same amount of public investment by the Commonwealth. 
 

Charitable Gambling 
 
The Treasury also oversees the relatively small amount of charitable gambling, hosted mostly by 
religious or fraternal organizations, who must obtain special temporary licenses for their charitable 
events. In 2024, Charitable Gaming licensees collected $45.2 million in revenue - from raffles, Bingo 
games, charity game ticket sales, and a small number of casino nights. 
 
These activities are taxed lightly and generate relatively little revenue. Taxes on Bingo in 2024 generated 
$757,959 in tax, 40 percent of which went to the Lottery to reimburse the cost of regulating these 
games. The remaining 60 percent was transferred to the General Fund. For licenses for charity games, 
$1,067,042 was charged by the state, though up to half could be deducted for the expenses of 
purchasing and selling tickets. Raffle taxes generated $972,364. Revenues collected on nonprofit 
organizations’ casino functions totaled $3,416. Assuming fully allowable deductions from tax for 
expenses related to charity games, together these various activities netted the Commonwealth about $2 
million in 2024. Source: Massachusetts State Lottery Commission, “Charitable Games 2024”, Annual 
Report, page 2. 
 

How State-Sanctioned Gambling Widens Inequality in Massachusetts  
Having a multi-pronged gambling industry that annually delivers $1.5 billion in public revenue entails 
both upsides and downsides. In terms of where this revenue comes from, a broad and overwhelming 
body of research demonstrates that the downsides of gambling disproportionately harm the most 
vulnerable families and individuals. 
 
This section considers the evidence from Massachusetts and elsewhere on the incidence of harm from 
gambling. The next section examines the degree to which the way the Commonwealth’s spending of 

https://assets.ctfassets.net/45roy5e8ztfd/UkCeEdYPmCuj8nVMRO18o/a7458108a8a6296d5cbd6082de8f81b6/Charitable_Games_Annual_Report_2024.pdf
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gambling revenue may restore equity by targeting its benefits to households and communities that are 
most vulnerable and disadvantaged.  
 
The downsides of gambling are measured in different ways 
by different research – as “problem gambling,” or clinical 
gambling disorders, or simply from survey results where 
respondents identify different harms they suffer from their 
gambling behavior. The various studies consistently note 
that lower-income individuals and people of color or Latinos 
are more likely to suffer from gambling problems and tend 
to be harmed more from those problems. Similarly, people 
in less affluent communities or who are vulnerable due to 
mental health, alcohol, and drug problems are more likely to 
suffer harm from gambling.  
 
Greater harm from gambling is associated with being low income, Latino, or a member of a non-white 
racial group. For instance: 

• A study following 1,164 Maryland adults over five years found the risk of gambling disorders 
among Black individuals was more than twice that of whites. A lower income was associated 
with a higher risk of gambling disorders, regardless of race.16  

• According to analysis of one nationally representative survey, “people with household income 
under $50,000 spend 29 percent more on the lottery than people with household income above 
$100,000.”17 Other state-specific studies have found similarly disproportionate lottery gambling 
by income and race.18  

• Several cross-sectional studies find an inverse relationship between income level and gambling 
disorder.19 

• A meta study evaluating data from dozens of other studies finds gambling problems were 
associated with several poverty measures including employment/unemployment, housing 
instability, homelessness, low income, and neighborhood disadvantage.20 

• Some analysis has found that living in a disadvantaged neighborhood is associated with problem 
gambling over and above the individual income, race-or other characteristics associated with 
problem gambling.21  

• A National Institute of Health survey reported that Black people are less likely than whites to 
participate in 15 types of surveyed gambling. Blacks and Hispanics, however, were more likely to 
be impacted by problems from their gambling.22  

Other characteristics which tend to be associated with lower incomes that make individuals socially or 
economically vulnerable also appear to correspond to a greater likelihood of gambling problems. For 
instance, studies have found that those with psychiatric problems are more likely to develop gambling 
disorders.23 Alcoholism and drug abuse have been found to be associated with gambling disorders.24 A 
recent study finds that men are particularly likely to engage in sports betting if they are behaviorally 
impulsive, which tends also to correspond with substance use or other addictive disorders.25 Another 
analysis of nationally representative survey data in relation to differences in state lottery design finds 
that lottery spending is strongly associated with measures of innumeracy and poor statistical reasoning, 
which the study also finds is more common among those with lower income.26 Analysis of lottery data in 

Problem gamblers have impaired 
control over their gambling that is also 
associated with significant negative 
consequences for themselves or 
others. 
At-risk gamblers report some signs of 
problem gambling and/or are 
gambling at levels equivalent to that 
seen in problem gamblers. 
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California indicates both that people in low-income areas spend disproportionately larger shares of their 
income on the lottery and also that low-income players lost more for each dollar wagered because of 
their choice of which games to gamble on and the timing of when to bet on them.27 A New Mexico study 
found substance use behaviors and adverse childhood traumas were strongly associated with problem 
gambling, as was identifying as Latino or Native American, having lower educational attainment, or 
experiencing housing instability – and risk increases considerably with the accumulation of these risk 
factors.28 

While many people occasionally play the lottery, studies from a variety of places indicate that a majority 
of lottery revenue comes from a far smaller group of the most frequent players. Analysis of surveys in 
Texas and Indiana, supported by Gallup polling, finds that the most frequent 10 percent of players 
account for 58 percent of total spending, and the top 20 percent of players account for 73 percent of 
total spending. People with lower educational attainment are more likely to play the lottery, a pattern 
that corresponds to higher gambling rates for Hispanics in these states.29 Similarly, in Finland, which has 
some of the highest per-capita gambling expenditure in Europe, analysis of 2016 and 2017 surveys 
indicate that just 4 percent of gamblers accounted for 50 percent of gambling expenditures. A majority 
of this group met the definition of at-risk or problem gambling.30 Some recent studies suggest online 
gambling has a particularly high concentration of losses among a relatively small group of players who 
disproportionately suffer from gambling problems.31 

Legalized sports betting is relatively new, but research has already identified patterns of harm 
concentrated among those who may be more vulnerable. Using a massive database on anonymized 
households’ finances, a recent study found sports bettors tend to erode household financial stability, 
especially for lower-income bettors.32 Upon the legalization of sports betting, researchers observed that 
sports bettors tended to run up credit cards and overdraw bank accounts. Betting tends to crowd out 
investment and savings, especially for more financially constrained households. Bettors with lower 
incomes and with less savings tend to bet a larger portion of their income. Another national survey in 
2024 found that sizeable portions of those who place sports bets online describe their habits in ways 
that match common signs of compulsive gambling, including 38 percent who said they gambled more 
than they should have and 18 percent who bet money meant for financial obligations.”33 
 

Gambling Harms in Massachusetts Worsen Inequality 

Massachusetts has been particularly deliberate about how it has designed its gambling systems. The 
Commonwealth has also made investments in harm prevention and treatment. However, the high levels 
of gambling participation also correspond to serious harms, particularly among gamblers who are not 
white and have lower income and education levels. 

According to the large-scale Massachusetts survey in 2021-2022: 

• 43.3 percent of those suffering problems from gambling were not white, a percentage that far 
exceeded the 29.6 percent of Massachusetts’ adult population as a whole.34  
 

• The survey asked respondents to self-identify their income level within eleven ranges from low 
to high income. Whereas the average score among all adults in the survey was 5.6, problem 
gamblers had an income score of 3.1 (corresponding to income between $30,000 to $50,000).  
 

https://www.mass.gov/guides/think-you-might-have-a-gambling-problem
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• Problem and at-risk gamblers represented 9.9 percent of those who gamble and accounted for 
88 percent of all gambling expenditures in 2021-2022, up sharply from 68 percent in 2013-
2014. 

Large majorities of Massachusetts residents believe the harms from gambling outweigh the benefits, 
according to the 2021-2022 general population survey in Massachusetts by SEIGMA taken before the 
rapid proliferation of online sports betting. Sixty-four percent believed the harms outweighed the 
benefits, compared to 8 percent who thought the benefits outweighed the harms, and 28 percent who 
thought harms and benefits were equal.35 Likewise, the survey found 68 percent of residents thought 
gambling was “too widely available.” 
 

How is Public Revenue from Gambling Invested? 
The Lottery, casinos, and sports betting all provide a portion of gambling profit to the Commonwealth of 
Massachusetts for investment in public programs. As a publicly operated entity, the Lottery directs all of 
its gambling profit – minus the cost of its own operations and incentives paid to local Lottery vendors – 
to the state budget. Private corporations licensed to operate casino gambling or sports betting 
meanwhile pay taxes to the Commonwealth based on their gambling profits: the difference between the 
wagers they collect from individual bets and the winnings they pay out on successful bets. 
The revenue from each type of gambling supports a different mix of public programs. These programs all 
have public benefits, though the programs differ in how much their benefits are targeted to households 
and communities in greater need. In other words, while state-sanctioned gambling widens economic 
and racial inequality, the public spending of revenue collected from gambling can have the opposite 
impact.  
 

Lottery Revenue 
Lottery profits are used by the Legislature to support general purpose funding for municipalities known 
as Unrestricted General Government Aid (UGGA). The amount of Lottery profits transferred to the 
Commonwealth budget each year is not directly linked to annual state spending on UGGA. An additional 
dollar of state Lottery profit doesn’t result in an additional dollar of UGGA. But it is understood that 
Lottery revenue is meant to support UGGA and is not directly dedicated to any other spending item. A 
portion of casino revenue and sports betting revenue also contribute funding for UGGA. 
Total UGGA funds in the FY 2026 budget are $1,338 billion, a 2.2 percent increase over the FY 2025 
allocation.36 Cities and towns use the UGGA funds as a flexible source of revenue for fire departments, 
parks, public works, or virtually any other municipal expense. For small municipalities in particular, 
UGGA may be the chief source of non-education funds. 
Local aid is particularly important for poorer cities and towns because the main source of revenue for 
municipal government is the property tax. A municipality with less expensive homes has less capacity to 
raise money for local priorities like schools, parks, libraries, and social services. For instance, the average 
single family property tax bill in Weston is over $25,000 compared to about $4,000 in Chelsea and 
Lawrence.37  In the absence of targeted local aid, these fiscal disparities translate into vast differences in 
the capacity of communities to support local services and amenities for their residents. 
The degree that local aid can reduce disparities between the capacity of poorer and richer communities 
to raise their own revenue depends on the degree to which local aid is targeted to the historically under-
resourced communities with greater needs. The distribution of UGGA funds between Massachusetts’s 
351 municipalities is a legacy of the precursor local aid programs that were consolidated to create 
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UGGA. Lottery Aid was the local aid program that applied a formula to divide Lottery funds. In FY 2010 
Lottery Aid was consolidated with Additional Assistance, another form of general local aid, to form 
UGGA.38 The resulting division of UGGA funds between specific cities and towns is a blend of the Lottery 
Aid formula, the distribution of Additional Assistance and other adjustments that were made in UGGA’s 
first years. The percentage of UGGA distributed to particular municipalities has not been updated since. 
How much is UGGA targeted to support historically under resourced communities? Displayed below is a 
comparison of per capita UGGA with average per-capita income for each city and town in 
Massachusetts. There is a tendency for municipalities with lower incomes to receive more UGGA. As the 
absence of municipalities in the upper right quadrant of the chart demonstrates, there are no 
municipalities with very high per capita incomes that also receive very high per capita amounts of UGGA. 
However, there are 15 municipalities with both above average income and above average UGGA.39 
Moreover, UGGA does not clearly and consistently vary with income. The chart shows many 
municipalities with similar amounts of UGGA per capita that vary greatly in the amount of income per 
capita. Likewise, there are many municipalities which receive very different amounts of UGAA per capita 
despite very similar incomes per capita.  
 

 
 
Local aid can also be targeted based on the fiscal capacity of a municipality to raise their own revenue. 
Municipalities in Massachusetts raise most of their revenue through the property tax. Therefore, fiscal 
capacity is typically measured by a municipality’s taxable property value. The Massachusetts 
Department of Revenue provides data on the “equalized value” (EQV) of the property assets in 
municipalities.40  The chart below shows that EQV per capita and average UGGA amount per capita have 
a similar, loose relationship as UGGA’s relationship with income per capita. 

https://www.mass.gov/info-details/equalized-valuations-eqv
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All in all, state support for municipalities associated with Lottery revenue – Unrestricted General 
Government Assistance (UGGA) – can be regarded as mildly economically progressive. A low-income or 
low-property-wealth community is more likely to receive a relatively larger share of UGGA per resident. 
However, the connection between economic need and local aid is loose and inconsistent. 
 

Casino Revenue 
Distribution of casino revenue has evolved over time. The share of revenue going to some uses has 
grown, the share going to some activities has remained unchanged, and some uses for casino funds have 
been eliminated entirely.  
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The large majority of 
casino revenue comes 
from Massachusetts’ two 
Category 1 casinos, the 
MGM casino in 
Springfield and the 
Encore Boston Harbor 
casino in Everett. After 
winning bets have been 
paid, these facilities pay 
25 percent of the 
remaining “gross gaming 
revenue” to the 
Commonwealth. The 
Encore casino generated 
$185.2 million in state 
revenue while the MGM 
Springfield casino 
generated $69.3 million. Separately, the slot parlor in Plainridge Park, a Category 2 casino, pays 49 
percent of its gross gaming revenue in taxes to the Commonwealth. It generated $86.2 million in 
revenue to the Commonwealth in FY 2025. Together, the three casinos generated $340.6 million in state 
revenue in FY 2025. 
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Spending for different programs using this Category 1 revenue has been adjusted multiple times since 
the initial 2011 Expanded Gambling law, including most recently in the FY 2026 budget. Each of the 
current casino spending areas and their evolution are discussed separately below:  
 

Local Aid – 30.1 percent of Category 1 casino revenue is directed to the state’s Unrestricted 
General Government Assistance (UGGA). Local Aid was also the largest single recipient of casino 
revenues under the original 2011 casino law, when it received 20 percent of casino revenue. As 
discussed above, UGGA spending is mildly targeted toward communities in greater need. For the 
Category 2 gambling at Plainridge Park, 82 percent of revenue is directed to UGGA. 
 

 
 
Transportation – 20.6 percent of Category 1 funds are directed to transportation. At the outset 
of casino gambling in 2015, 15 percent of funds were directed to a Transportation Infrastructure 
and Development Fund, of which at least half was meant to support construction of municipal 
ways. As of FY 2019, casino funds have instead been transferred to the Commonwealth 
Transportation Fund, which is Massachusetts’s largest transportation fund and supports a wide 
variety of programs. 
 
Education – 19.4 percent of Category 1 casino funds are directed to the Education Fund, which 
directs up to 65 percent of its funding to supplement K-12 school funding through the Chapter 
70 program. Chapter 70 spending is the Commonwealth’s largest state program providing aid to 
local school districts. The program closely targets state support to the needs of students in a 
district in relation to the community’s own fiscal capacity to cover that spending. The 
progressivity of this program was increased with passage of the landmark Student Opportunity 
Act in 2019. For instance, Chapter 70 aid in 2025 provided approximately 75 percent of the 
amount necessary to meet a basic foundation budget for the students enrolled in the gateway 
city of Worcester and 91 percent in Springfield, compared with 18 percent provided in aid in the 
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Local Aid

Distribution of Category 2 Casino Revenue (Plainridge Park)

https://massbudget.org/2024/12/18/transportation-funding-2024/
https://massbudget.org/2024/12/18/transportation-funding-2024/
https://malegislature.gov/Laws/GeneralLaws/PartI/TitleII/Chapter23K/Section64
https://massbudget.org/2024/11/08/interactive-school-district-funding/
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affluent suburb of Weston.41 By statute, at least 35 percent of outlays from the Education Fund 
is dedicated to supplement higher education spending. 
 
Economic Development – The Gaming Economic Development Fund receives 13.2 percent of 
Category 1 casino revenue in FY 2026, up from 10 percent in the initial Massachusetts casino 
law. The Gaming Economic Development Fund supports a variety of economic development 
programs, including: a Workforce Competitiveness Trust Fund to support skill building for 
individuals who might otherwise not succeed in employment in partnerships with employers 
with high demand for skills; support for a workforce development and supportive services 
program for formerly incarcerated individuals; a youth-at-risk program providing employment in 
high-risk areas; a training program for unemployed young adults with disabilities; and for 
operating one-stop career centers, including for emergency assistance shelter clients.  
 
Local Capital Projects – The Local Capital Projects Fund receives 6.2 percent of Category 1 funds. 
It presently supports programs operated by the Department of Housing and Community 
Development.   
 
Public Health – The Public Health Trust Fund receives 5 percent of Category 1 funds. The Fund 
supports programs aimed at gambling addiction and problem gambling, as well as research on 
gambling in Massachusetts. The fund, which is overseen by the Executive Office of Health and 
Human Services (EOHHS), is a major supporter of the Office of Problem Gambling Services 
(OPGS), that is overseen by the Department of Public Health. 
 
Race Horses – The Race Horse Development Fund receives 2.5 percent of Category 1 funds and 
18 percent of Category 2 casino funds. According to the Massachusetts Gaming Commission’s 
most recently published (2024) annual report, $14.5 million (78 percent) went to subsidize 
purses for racing winners; another $2.5 million went to standardbred horse owners; and the 
remainder (about $1.6 million) to thoroughbred breeders and horsemen and breeders 
associations.42  
 
Culture -- Massachusetts Cultural and Performing Arts Mitigation Trust Fund receives 2 percent 
of Category 1 funds and is provided to the Massachusetts Cultural Council. By law, three-
quarters of the fund supports a competitive grant process to subsidize the fees paid to touring 
shows or artists by not-for-profit and municipally-owned performing arts centers harmed by the 
operation of gambling facilities. The Council also receives a separate line item through the state 
budget. 
 
Tourism – The Massachusetts Tourism Trust Fund, which also receives a portion of the state’s 
room occupancy excise tax, receives 1 percent of Category 1 funds. Forty percent of the Trust 
Fund is directed to the Massachusetts marketing partnership and 60 percent to regional tourism 
councils. 
 
Community Mitigation – The Community Mitigation Fund is a grants program that had received 
6.5 percent of Category 1 funds until the FY 2026 budget which did not include new funds. The 
grants administered by the Massachusetts Gaming Commission were created with the specific 
purpose of helping communities and other entities offset costs related to the construction and 
operation of gambling establishments. Grant awards totaled nearly $22.8 million in FY 2025 and 
included support for a broadly defined spectrum of community needs. The recipients were  

https://massbudget.org/budget-browser/line-item/?id=1595107501
https://massbudget.org/budget-browser/line-item/?id=7003015000
https://massbudget.org/budget-browser/line-item/?id=7003015000
https://massbudget.org/budget-browser/line-item/?id=7002001200
https://massbudget.org/budget-browser/line-item/?id=7003060700
https://massbudget.org/budget-browser/line-item/?id=7003080300
https://massbudget.org/budget-browser/line-item/?id=7004009900
https://massbudget.org/budget-browser/line-item/?id=7004009900
https://www.mass.gov/info-details/public-health-trust-fund
https://massbudget.org/budget-browser/line-item/?id=T10110100
https://www.mass.gov/orgs/office-of-problem-gambling-services
https://massbudget.org/budget-browser/line-item/?id=T10110200
https://massbudget.org/budget-browser/line-item/?id=T10130500
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largely casino host communities or adjoining communities, as well as some broader regional 
grants.43 For FY 2026, unspent money remaining in the fund was made available for an 
attenuated version of the grant program.44 
 
Rainy Day Fund – As of the FY 2026 budget, the Commonwealth’s Stabilization Fund no longer 
receives casino revenue. The reserve fund for the Commonwealth’s budget has grown in recent 
years and currently stands at $8.58 billion.45 
 
Debt Payment – The Debt and Long-Term Liability Reduction Trust Fund did not receive casino 
funds in the FY 2026 budget. The fund provides payments and prepayments for Commonwealth 
debt and long-term liabilities, such as for the Massachusetts Department of Transportation and 
for unfunded pension liabilities. In the last presently reported year (FY 2024), the fund received 
a little over $25 million and had no expenditures. 

 
The Massachusetts Gaming Commission itself, including approximately $40.8 million for gaming control, 
is funded by assessments and fines issued to gambling licensees. Among others, these include a $600 
per slot machine annual fee as well as additional assessments and fees on casino, sports betting, 
simulcast race betting licensees and applicants.46 
 

Sports Betting Revenue 
Sports betting revenue is relatively new. Unlike casino or Lottery funds, almost half of revenue (45 
percent) is explicitly not dedicated, providing budget writers with the flexibility to invest where revenue 
is most needed. More than a quarter of sports betting revenue (27.5 percent) is made available for 
Unrestricted General Government Assistance (UGGA), the flexible local aid that is mildly targeted 
toward greater community need. Like a portion of Category 1 casino revenue, funding (9 percent) is 
directed to the Public Health Trust Fund which conducts research and seeks to reduce problem 
gambling. 
 
The 2022 legislation launching sports betting also created two new state funds for distributing sports 
betting revenue. Both can be seen as seeking to counterbalance the particular harm suffered by youth 
sports betting. The legislation created the Workforce Investment Trust Fund, which receives 17 percent 
of sports betting revenue and is administered by the Secretary of Economic Development. According to 
the legislation, the outlays “shall be competitively granted to develop and strengthen workforce 
opportunities for low-income communities and vulnerable youth and young adults in the 
Commonwealth, including providing opportunities and strategies to promote stable employment and 
wage growth.”  
 
Likewise, the sports betting legislation created a Youth Development and Achievement Fund to 
advance three kinds of goals: (1) To provide financial assistance to youth seeking higher education; (2) 
To improve youth access to out-of-school and after-school education and enrichment programs; and (3) 
To provide matching grants to elementary and secondary youth to attend cultural events. 
 

https://www.macomptroller.org/commonwealth-stabilization-fund/
https://malegislature.gov/Laws/GeneralLaws/PartI/TitleIII/Chapter29/Section2ZZZZ
https://massbudget.org/budget-browser/line-item/?id=T10130300
https://www.macomptroller.org/wp-content/uploads/sbfr_fy-2024.pdf
https://malegislature.gov/Laws/GeneralLaws/PartI/TitleII/Chapter23N/Section18
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Policy Changes Could Improve Gambling Tradeoffs 
This paper began by describing a tradeoff between the harms wrought by the gambling industry and the 
public benefits made possible by its revenue. The conflict may be unavoidable; but the terms of this 
tradeoff are the result of public policy and can be altered. The Commonwealth should pursue 
opportunities to increase public revenue without intensifying gambling harm, and to make the 
extraction of gambling profits less harmful. Four policy strategies to improve the tradeoff are offered 
below. 

1. Collect more revenue from private operators – Lawmakers should consider raising the taxes 
and fees on the companies that are licensed to operate gambling. These companies are given 
select access to a Massachusetts population with the highest personal income per capita in the 
50 states.47 The industry has seen continuous years of record profits.48 The division of gambling 
profits between the industry and the Commonwealth is set by law and changing it is a legitimate 
way to raise revenue without increasing gambling harms. One revenue improvement that would 
require no change in law would be to increase the annual $600 per slot machine fee paid by 
casino operators by adjusting for inflation. In fact, the 2011 casino law empowered the 
Commonwealth to start raising the fee, at the rate of inflation, five years after casino licenses 
were awarded, but officials have not done so.49 With all three casino licenses awarded in the 
first half of 2014, the inflation-adjusted annual fee would rise to $805 per slot machine next 
July.50 
 

2. Ban or disincentivize practices that foster problem gambling – Lawmakers can look to change 
practices so that less gambling revenue is drawn from problem and at-risk gamblers. It is not yet 
apparent the degree that the Lottery’s new five-year contract with a private iLottery operator, 
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Aristocrat Interactive, contains greater safeguards or will instead prevent rules that would 
infringe on company profits. With better data sharing by gambling operators and rules requiring 
players to answer questionnaires, additional fees or taxes could be levied when profits are 
drawn from a concentrated number of frequent gamblers or when gamblers exceed their self-
expressed limits, for instance. Likewise, gambling operators could be required to pay additional 
fees on revenue they take from players with low credit ratings on their credit card. Offers from 
online betting operators for “free bets”, bonus bets, or other player incentives and promotions 
have emerged as a major instigator of problem gambling. Studies indicate that uptake of these 
offers are associated with problem gambling behavior.51 In 2023 Massachusetts decided that 
gambling companies could not deduct the “free value” of these offers as deductions from their 
taxable gross revenue.52 This change, which most other states also follow, eliminates the tax 
incentive for companies to make these offers. Gambling operators still offer these promotions 
because they are effective at inducing people to gamble more often. Massachusetts could also 
disallow gambling operators from deducting players’ winnings connected to promotional wagers 
from the gambling revenue that is subject to the gambling tax. In other words, if online 
companies dispense “imaginary money” for people to bet with on their platforms, then they 
must treat any real player winnings from those bets as costs of advertising and promotion rather 
than reduced gambling revenue. 
 

3. Spending programs funded by gambling revenue should be more targeted to advancing equity 
– Increased inequality and other harms caused by gambling can be counterbalanced by targeting 
public spending of gambling revenue more toward benefiting low-income households and 
communities of color. Many programs funded by gambling revenue already appear focused on 
addressing problems that are suffered disproportionately by less privileged groups. It would be 
worthwhile to scrutinize each program under this lens – to examine, for instance, whether 
public benefits for race horse owners or tourism boards reinforce or reverse socio-economic 
inequalities. The program that receives the largest component of gambling funds is the 
Unrestricted General Government Assistance (UGGA), which receives funds from the Lottery, 
casinos and sports betting. As described above, the UGGA distribution formula has not been 
updated for decades and only loosely corresponds to communities’ level of need or their own 
fiscal capacity. Unlike UGGA, local aid for education (known as “Chapter 70”) has been reformed 
to become more equitable and further Chapter 70 reforms will be considered by a commission 
this year. It makes sense to convene a similar process to update and phase in a new UGGA 
formula. There have been calls to link the amount spent on Lottery tickets from vendors in a 
municipality directly to the amount of UGGA dollars a municipality receives. This would not 
necessarily improve the economic or racial equity of UGGA,53 but it does highlight the absence 
of coherent goals underlying the current distribution of UGGA spending.54 

 
4. Better information for better decision making – There should be better information in the 

hands of potential gamblers and more information available about the demographics and habits 
of people losing money. Lottery products should clearly and prominently disclose their expected 
value and the odds of winning, including for iLottery and in all advertising. For online gambling 
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especially, there is potential to require gamblers to declare limits on their own gambling activity 
and to use algorithms to protect against problem gambling.55 Likewise, standard financial 
literacy curricula for children and adult learners in Massachusetts should perhaps include 
information about gambling. There should be regular data collected about Lottery gamblers, 
which could occur by requiring winners of large prizes to fill out demographic information when 
they complete the forms required by the IRS in order to collect their prize. The 2011 law 
legalizing casino gambling stipulates that gambling operators must provide detailed 
demographic and behavioral data – a requirement that licensed operators have failed to meet.56 
The law states: 
 

“a gaming establishment shall supply the Massachusetts gaming commission with customer 
tracking data collected or generated by loyalty programs, player tracking software, player 
card systems, online gambling transactions or any other information system. …The data 
shall retain information on player characteristics including, but not limited to, gender, age 
and region of residence, player behavior including, but not limited to, frequency of play, 
length of play, speed of play, denomination of play, amounts wagered and, if applicable, 
number of lines or hands played and characteristics of games played …The commission shall 
convey the anonymized data to a research facility which shall make the data available to 
qualified researchers for the purposes of: (1) conducting analyses that improve 
understanding of how gambling addiction develops and progresses; (2) developing 
evidence-based harm minimization strategies; and (3) developing evidence-based systems 
to monitor, detect and intervene in high-risk gambling.”57 

 
Holding gambling operators accountable for harmful practices is challenging without data on 
their practices and the data on characteristics and behavior of the bettors they draw profit from.  
Unfortunately, the Act did not provide a timetable or spell out a mechanism to enforce 
compliance with this requirement. Fourteen years later the purposes sought by these rules have 
become even more pressing with the advent of online gambling.58 Regulators should promptly 
utilize whatever fines or assessments necessary to bring operators into arrangements that will 
fully comply with the law.59 
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Commission, discussion with Director of the Research and Responsible Gaming Division and the Commission on 
Section 97 of Chapter 194 of the Acts of 2011, September 26, 2024 (Agenda Item 7) and November 21, 2024 
(Agenda Item 4b). While the casino operators may have an interest in a lack of full transparency about how 
vulnerable gamblers might be targeted and induced to bet, or an interest in limiting data merely to loyalty 
programs, the Massachusetts Gaming Commission has since 2014 sought to resolve a process and systems that 
would be acceptable to all stakeholders. In the Commission’s November 21, 2024 meeting, the Research and 
Responsible Gaming Division conveyed the intent to contract with the University of Massachusetts Donahue 
Institute to work with idPair, Inc. and the UMass Data Science and Software Engineering Corp. on this project. 
57 The full text of Section 97 of An Act Establishing Expanded Gaming in the Commonwealth reads, 
“Notwithstanding any general or special law or rule or regulation to the contrary, a gaming establishment shall 
supply the Massachusetts gaming commission with customer tracking data collected or generated by loyalty 
programs, player tracking software, player card systems, online gambling transactions or any other information 
system. The commission shall contract with an experienced nonprofit research entity to develop an anonymizing 
system that automatically removes from the data: (a) personally identifying information, including player name, 
street address, bank or credit information and the last 4 digits of a player’s zip code, in compliance with section 2 
of chapter 93H of the General Laws; and (b) game identifying information, including game name and device 
manufacturing company, in protection of corporate intellectual property. The data shall retain information on 
player characteristics including, but not limited to, gender, age and region of residence, player behavior including, 
but not limited to, frequency of play, length of play, speed of play, denomination of play, amounts wagered and, if 
applicable, number of lines or hands played and characteristics of games played including, but not limited to, reel 
configuration, return-to-player or RTP, volatility index and denomination. The commission shall convey the 
anonymized data to a research facility which shall make the data available to qualified researchers for the 
purposes of: (1) conducting analyses that improve understanding of how gambling addiction develops and 
progresses; (2) developing evidence-based harm minimization strategies; and (3) developing evidence-based 
systems to monitor, detect and intervene in high-risk gambling. The commission shall request reports on 
researcher analyses of the behavioral data, which could provided informed recommendation to the general court 
relative to more effective regulation of gambling operations. The commission may directly initiate studies 
assessing the effectiveness of any specific measures, programs or interventions which the commonwealth has 
implemented in gaming operations and which might be illuminated through the behavioral data in question.” 
58 Additional data on Massachusetts gambling will require additional research to examine and interpret. The 
Commonwealth should make anonymized data available to researchers and provide resources to ensure ongoing 
focus on how the data connects to policy questions. Since 2013 the Massachusetts Gaming Commission has 
engaged the University of Massachusetts Amherst School of Public Health & Health Sciences in an ongoing project, 
the Social and Economic Impacts of Gambling in Massachusetts (SEIGMA). 
59 One challenge is that some gamblers may seek to register multiple accounts to circumvent limits on dangerous 
betting. Account information can be required to have two factor protection linked to a mobile phone number and 
no more than one account can be permitted per number. 

https://massgaming.com/wp-content/uploads/Meeting-Minutes-9.26.24-OPEN.pdf
https://massgaming.com/wp-content/uploads/Meeting-Minutes-11.21.24-OPEN.pdf
https://malegislature.gov/Laws/SessionLaws/Acts/2011/Chapter194

	Introduction
	Key Takeaways
	 The Lottery, casinos, and sports betting together generate $1.5 billion in annual taxes, the state’s fourth largest source of revenue. The Lottery is the largest source, but has fallen by a third since 2002, when adjusted for inflation.
	 Problem gambling disproportionately harms lower-income and non-white bettors.
	 Lottery revenue is used for local aid, which is somewhat targeted to lower-income communities. State spending of casino revenue has changed over time and concentrated in a few programs.
	 Growing online sports betting may be replacing some casino gambling. It pays lower tax rates on profits and poses new dangers for problem gambling.
	 Strategies are available to ensure gambling operators contribute more revenue without worsening gambling harm. The Commonwealth can do more to protect against gambling harm, ensure gambling revenue is spent to benefit those who need it most, and imp...
	$1.5 Billion Annual Revenue from State-Sanctioned Gambling
	Lottery
	Casinos
	Sports Betting
	How State-Sanctioned Gambling Widens Inequality in Massachusetts
	Gambling Harms in Massachusetts Worsen Inequality
	How is Public Revenue from Gambling Invested?
	The Lottery, casinos, and sports betting all provide a portion of gambling profit to the Commonwealth of Massachusetts for investment in public programs. As a publicly operated entity, the Lottery directs all of its gambling profit – minus the cost of...
	The revenue from each type of gambling supports a different mix of public programs. These programs all have public benefits, though the programs differ in how much their benefits are targeted to households and communities in greater need. In other wor...
	Lottery Revenue
	Casino Revenue
	Sports Betting Revenue

	Policy Changes Could Improve Gambling Tradeoffs
	Endnotes


