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Introduction

In recent years, some First Nations across Can-
ada have pursued increased gambling opportuni-
ties within their communities. The introduction
of on-reserve gambling is seen as an important
opportunity to help stimulate economic develop-
ment, create jobs, and provide revenues to
develop much needed infrastructure and social
programs. In the long run, some argue that on-
reserve gambling would allow First Nations com-
munities to become less dependent on funding
from the federal and provincial governments and,
in so doing, increase their political and economic
sovereignty. However, gambling is not always a
economic panacea; the size and scope of the
benefits are dependent on a number of factors
including the level of market saturation, problem
gambling impacts, and the ability to draw gam-
blers to reserves.

The perceived success of many American
Indian casinos has served as a model for First
Nations to refer to in their efforts to gain access
to the Canadian gambling market. Tribal gam-
bling has emerged as one of the fastest growing
segments of the United States gambling industry,
with annual revenues from tribal casinos increas-
ing from $212 million in 1988 to over $6.7 bil-
lion by 1997 (Gerstein et. al., 1999). This increase

in revenues has helped many American Indian
tribes develop a diversified economic base and
improve social and community services on-
reserve to rival services offered in nearby com-
munities. In general, American Indian tribes
throughout the United States are much more
active participants in the commercial gambling
industry than are First Nations in Canada. Many
First Nations throughout Canada feel that they
should be entitled to the same gambling oppor-
tunities as many American Indian Bands.

It is important to note that the establish-
ment of gambling on First Nation reserves in
Canada has begun. The current public policy
need is to ensure that this expansion is done in
a sound and sustainable manner. Policymakers
should be prepared for potential challenges that
may emerge with an increase of gambling on-
reserves. Even though many of the experiences
of tribal gambling in the United States have
been very successful, there are examples where
gambling has not provided the economic prosper-
ity envisioned. The issues of problem gambling,
market saturation, accessibility to gambling ven-
ues for off-reserve clientele, and stewardship of
revenue must be carefully addressed in order for
First Nations gambling ventures to be successful.
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Public Support for On-Reserve
Gambling

There exists public support for licensing gam-
bling on First Nation reserves in Canada. In
a 1999 Canada West survey, it was found that
52% of Canadians agree that governments
should license gambling on First Nation reserves
(Azmier, 2000). Support for licensing on-reserve
gambling is somewhat uniform throughout the
provinces, with residents of Ontario being slightly
more in favour. Public opinion as to whether
gambling on-reserve will provide opportunities
for economic development for First Nation com-
munities is more mixed with 45% of Canadians
agreeing (Azmier, 2000). While this may at first
seem inconsistent, the results suggest that as a
matter of “right” or “entitlement,” Canadians do
believe that the First Nations should be able to
conduct gambling on-reserve, but Canadians are
doubtful as to whether or not it will provide net
benefits for aboriginal communities.

In a just completed Canada West survey
of 3,200 western Canadians, it was found that
a majority (58%) do not feel that on-reserve
casinos would benefit aboriginal communities.
In every western province, a majority feel that
on-reserve gambling does not benefit Aboriginal
communities. Residents of Manitoba, where
intentions to approve up to five First Nation
casinos have recently been announced, are the
most strongly sceptical as to whether casinos will
benefit First Nation communities with 44%
strongly disagreeing.

As the proliferation of First Nations gam-
bling is relatively new to Canada, public uncer-
tainty with respect to its economic benefits is not
surprising. Policymakers and First Nation leaders
throughout Canada have an additional advantage
that the experience of tribal gambling in the
United States can be drawn upon when drafting
gambling policy. With First Nations and the
Canadian population in general open to the
idea of licensing gambling on reserves, provincial
policymakers have an opportunity to develop leg-
islation that incorporates the interests of First
Nation communities.

First Nations Gambling in Canada:
Policy Overview
The experience of the tribal gambling industry in

the United States holds important lessons for
Canada. However, it is important to stress that

Canadian gambling policy is very different in
nature. Due to the size and characteristics of the
market for on-reserve gambling, combined with
the unique features that regulate gambling in
Canada, it can not be assumed that First Nations
gambling will proliferate in Canada in the same
manner as it has throughout the United States.
First Nation gambling policy will need to
incorporate the role of First Nation, provincial
and federal governments in the policy process.
Individual First Nation communities throughout
Canada have unique characteristics such as a
young demographic structure, located in rural
areas away from population centres where many
gambling patrons originate, and have low levels
of infrastructure. These elements make the for-
mation of separate First Nations Gambling Pol-
icies a priority for some provincial governments.

United States Tribal Gambling

The policy framework that regulates tribal
gambling in the United States is vastly different
from that in Canada. While gambling in Canada
is regulated individually by the provincial gov-
ernments, in the United States there exists a
national framework to regulate and administer
tribal gambling. Unlike Canadian provinces,
American states cannot hold a monopoly on
operating certain forms of gambling. If a tribe is
located in a state that permits gambling, it is
entitled to authorize its own gambling activities.

The main expansion of Indian gambling
throughout the United States began in the late
1980s as a response to the U.S. Supreme Court’s
decision in the State of California v. Cabazon
Band of Mission Indians that concluded that
Indian tribes had the right to conduct gambling
activities on reservations without the need to act
within state or county gambling laws (New York
State Racing and Wagering Board, 2000). It was
determined that states could only intervene in
on-reserve tribal gambling if the criminal law in
that state prohibited the activity. The Supreme
Court further decided that California’s level of
gambling was sufficient to rule out the possibility
of Indian games being contrary to public policy
and clearly was not a violation of state criminal
law (New York Racing and Wagering Board,
2000).

In response to concerns that areas of unreg-
ulated tribal gambling throughout the United
States would develop, the U.S. Congress created
and ratified the Indian Gambling Regulatory Act
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(IGRA) to provide a regulatory framework for
Indian gambling throughout the United States
(National Gambling Impact Study Commission,
1999). Since the enactment of the IGRA, Indian
gambling in the United States has undergone
rapid expansion, establishing itself as one of
the fastest growing segments of the U.S. gam-
bling industry (Kelly, 1997). Tribal casinos have
resulted in the employment of many American
Indian workers. In a study of 214 tribes that
operate casino and bingo gambling activities in
the United States, it was found that overall
unemployment levels have dropped from 38% in
1989 to 25% in 1995. Most of this decline has
been attributed to the expansion of tribal gam-
bling (Donnely, 2000). In addition to provid-
ing direct employment opportunities, many tribal
nations have used proceeds from gambling
to develop alternative businesses, improve infra-
structure, and establish education and social
programs within their communities. Per capita
remittances from tribal gambling in some cases
are as large as $500,000 annually for each band
member (America Watch, 2000; McDonald,
1994).

Concerns about the industry’s expansion do
exist. Not every American Indian Band has wel-
comed gambling as a potential source of reve-
nue. The Navajo Indian Nation twice in the past
decade voted by referenda against allowing gam-
bling casinos on their tribal lands. Some tribal
nations have raised concerns about the possible
erosion of their traditional values, and others
have found that tribal casinos have not provided
as much economic prosperity as envisioned.

In response to the success of Indian gam-
bling throughout the United States, many states
are beginning to try to receive some of the ben-
efits. When tribal-state gambling compacts are
up for re-negotiation, it is becoming more com-
mon for the state to require some sort of reve-
nue-sharing arrangement to reach an agreement.
Although this is technically not permitted within
the IGRA, many tribes have felt that they have
no choice but to negotiate as their profits from
gambling operations are worth the cost to keep
their establishments up and running. It is also
becoming more prevalent for states to introduce
legislation that would legalize casino gambling
overall (National Gambling Impact Study Com-
mission, 2000). This has come in response to
concerns raised by many non-Indian casino oper-
ators that Indian-run casinos have an unfair

advantage, as they are often subject to less regu-
lations.

Canadian Gambling Policy

In Canada, the federal government has tradi-
tionally regulated gambling within the Criminal
Code of Canada. In response to successful pro-
vincial lobbying efforts, the federal government
amended the Criminal Code in 1985 to allow
the provincial governments to be the sole legal
providers and regulators of gambling in Canada.
In exchange for this amendment it was agreed
that the provinces would contribute $100 million
towards the 1988 Calgary Winter Olympic
Games, as well as make annual contributions to
the federal treasury (Campbell, 2000). The main
implication of this agreement is that all gambling
activities now conducted in Canada are subject
to approval by the provinces. Any First Nation
that wishes to establish gambling on-reserve must
first receive provincial approval.

The changes to the Criminal Code may
represent a missed opportunity for the First
Nations. When the criminal code was amended
in 1985, it may have been an opportune time for
the First Nations to try to persuade the federal
government to include provisions for on-reserve
gambling. At a minimum it would have provided
a good opportunity for First Nations to pursue
the creation of a national First Nations gambling
regulatory body.

Legislative Issues

Many First Nation leaders oppose the require-
ment that they seek provincial approval to
conduct gambling on reserve lands. They claim
that as a distinct and sovereign nation whose
lands are not under provincial jurisdiction they
have the right to conduct on-reserve gambling
activities and should not be obliged to comply
with provincial gaming regulations (Skea, 1997).
The issue of First Nation sovereignty to conduct
on-reserve gambling activities came before the
Supreme Court of Canada in R. v. Pamajewon in
1996. In this case, the Shawanaga and Eagle
Lake First Nations both unilaterally passed
bylaws to allow for-profit gambling activities
without seeking provincial approval. They were
charged with keeping a common gaming house
contrary to section 201(1) of the Criminal Code
of Canada. The defendants declared that this
section of the Criminal Code was not binding in
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reference to them as it violated the right of
Aboriginal  self-government  protected  within
Section 35 of the Canadian Constitution. The
Supreme Court ruled in favour of the provinces
and found that while small stakes gambling may
have been a defining feature of aboriginal cul-
ture prior to contact with Europeans, high stakes
for-profit gambling activities certainly were not
(Morse, 1997). This ruling effectively reaffirmed
provincial authority as the sole legislative power
to regulate gambling activities in Canada.

While the Supreme Court ruling has
appeared to eliminate the option of allowing
First Nations to conduct on-reserve gambling
activities independent of provincial regulation,
there have been discussions about bringing the
issue forth before the courts again. The Province
of Saskatchewan and the Federation of Saskatch-
ewan Indian Nations (FSIN) have held discus-
sions about working together to persuade the
federal government to amend the Criminal Code
to grant First Nations greater autonomy in regu-
lating gambling on their reserves. At the first
annual First Nation Gaming Conference and
Trade Show hosted in August 2000 by the FSIN,
a motion to support the creation of a National
First Nation Gaming Association independent of
provincial control was passed (Sack, 2000). Fur-
ther discussions are to be held at the 2001 meet-
ing of the Assembly of First Nations.

It is unclear if any unilateral attempt to cre-
ate a First Nations Gaming Association will be
successful. In order for this to happen the Crimi-
nal Code would have to be amended with the
approval of Parliament. This would also require
negotiations to take place with the provinces as
they currently have jurisdiction over the activity.
Instead of pursuing this option, most First
Nations groups have been cooperating with pro-
vincial authorities in order to reach individual
agreements.

Problem Gambling

In addition to regulation, provinces are responsi-
ble for administering programs to treat problem
gambling.! Concerns have been raised that the
expansion of on-reserve casinos will lead to
higher levels of problem gambling among the
First Nations, problems that may outweigh any
economic benefits. Increased accessibility to gam-
bling as well as historically high levels of sub-
stance abuse and addiction have been cited as
factors that may put First Nations at a higher

than average risk for problem gambling. Another
cause for concern is that many First Nation com-
munities often exhibit characteristics that are
commonly thought to be associated with problem
gambling, such as low socio-economic status and
education levels.

Studies appear to support concerns that the
First Nations face an above average risk for
developing gambling problems. A gambling prev-
alence study released by the Nechi Institute in
1999 found that the level of problem gambling
among aboriginal adults in Alberta is significantly
higher than for the Alberta population as a
whole (Auger, 1999). Recent findings from the
United States have also confirmed this, with
studies showing that on average American Indi-
ans have a three to seven times greater preva-
lence rate of problem gambling (Moore, 2000;
Volberg, 1999). Surveys of problem gambling
treatment centres in New Zealand have led to
similar conclusions. The Maori of New Zealand
have been found to have above average inci-
dence of problem gambling, and are over-
represented in New Zealand problem gambling
treatment programs (Gruys, 1998).

However, studies that conclude Aboriginal
Peoples tend to have above average levels of
problem gambling have been criticized for failing
to disentangle race and ethnicity from issues of
poverty and low socio-demographic status. It has
been pointed out that these factors may indeed
be a large reason why many American Indians
and other indigenous peoples have a tendency to
display higher than average levels of problem
gambling (Volberg, 1999). Risk factors such as
low income, low education, high rates of unem-
ployment and substance abuse have been associ-
ated as being precursors to gambling addiction
(Moore, 2000). If these factors do make people
more predisposed to becoming problem gam-
blers, First Nations communities in Canada likely
will be at greater risk, as many of their commu-
nities experience high rates of substance abuse
and have lower than average levels of income
and education.

Current First Nation Gambling
Policies in Canada

As gambling in Canada is regulated at the
provincial level, there exist as many policy
approaches to First Nations gambling as there
are provinces. Policies that address on-reserve
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gambling have been developed or are undergoing
development in most provinces. Some provinces
have drafted separate agreements that allow First
Nations the ability to conduct on-reserve gam-
bling activities. Others have chosen not to legis-
late any First Nation gambling policies, instead
making First Nation groups subject to existing
regulations that apply to all people.

In general, most provinces have signed
agreements or formed separate gambling policies
with First Nation groups in their province. Those
that have not, such as Prince Edward Island and
Newfoundland and Labrador, do not have many
First Nation reserves within their province.
Exceptions are Quebec? and British Columbia,
where First Nations are subject to existing regu-
lations that apply to all residents.

First Nation Development Funds that allo-
cate a portion of on-reserve gambling revenues
towards First Nation social programs and eco-
nomic development initiatives have also been
established in many provinces. All of the prov-
inces that have created First Nation Develop-
ment Funds have, or are in the process of
allowing, a limited number of on-reserve casinos.
First Nation Development Funds in most cases
act as a mechanism to redistribute revenues from
reserves that operate large scale and highly prof-
itable forms of on-reserve gambling, such as
destination casinos, to reserves that have not
received approval to do so. Creation of these
funds should help to reduce any future economic
inequalities among First Nation communities in a
province that may result from the expansion of
on-reserve casinos.

Programs that treat gambling addiction are
available throughout Canada. In each province,
aboriginal people are able to access problem
gambling treatment programs that are offered
through established provincial addiction programs.
However, even with the establishment and exis-
tence of treatment programs for gambling addic-
tion, aboriginal participation rates may be low.
For many American Indians, generalized problem
gambling treatment programs have been found
to be relatively ineffective, having lower than
expected utilization rates (Moore, 2000). Recog-
nizing this, Manitoba has recently proposed to
use 2.5% of revenues generated from future First
Nation casinos to create and fund an Aboriginal
addiction program. The Poundmaker’s Lodge in
Alberta also offers services for Aboriginal prob-
lem gamblers, with a cultural focus towards treat-
ment.

Areas of Gambling Policy in Canada

Distinction should be made between policies that
deal with on-reserve charitable gambling, VLTs
and casinos. For most forms of charitable gam-
bling, such as bingo, raffles, and pull-tickets,
First Nations in every province are active partici-
pants. Casino policy is a relatively new and
emerging area of on-reserve gambling in Canada
and remains highly regulated by the provinces.
On-reserve casino developments pose additional
challenges, because casinos must focus on
attracting patrons from outside the host commu-
nity. By attracting patrons from adjacent regions,
casinos can end up competing with each other
for clientele. For this reason, casino policies may
want to address regional development issues.

First Nations and Charitable
Gambling

Charitable gambling is defined as charity-run
games such as bingo, pull tickets, and raffles
where all proceeds after winnings are retained by
charities. With the exception of charity casinos,
First Nations throughout Canada are active par-
ticipants in most minor forms of charitable gam-
bling. First Nations in some provinces have been
given the authority to issue licenses for charita-
ble gambling on their reserve, provided that they
have signed a gambling agreement with the prov-
ince and meet existing provincial regulations.

On-reserve charitable gambling has attracted
relatively little public concern as events are for
the most part individual and small in nature.
Revenues are distributed among the local First
Nation community for charitable, economic and
social development purposes. As most patrons
originate from within the local community, chari-
table gambling is considered to be mainly a com-
munity, rather than a regional, issue.

First Nations and Video Lottery
Terminals (VLTSs)

In most provinces with licensed VLTs, First
Nations have a limited number of on-reserve
VLTs. In most cases VLTs on First Nation
reserves are subjected to existing provincial regu-
lations with regards to placement and location. If
VLTs must be located in a licensed establish-
ment, which is the case in Alberta and Mani-
toba, this can be an obstacle for First Nation
communities. Some First Nation Band Councils
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TABLE 1:

Province

First Nations Charitable Gambling Activity in Canada

On Reserve Charitable Gambling

British Columbia

Alberta

Saskatchewan

Manitoba

Ontario

Quebec

New Brunswick

Nova Scotia

Prince Edward Island

Newfoundland

First Nations have been active participants in on-reserve charitable
gambling activities.
Must comply with the existing provincial charitable gambling model.

First Nations have been active participants in on-reserve charitable
gambling activities.
Must comply with the existing provincial charitable gambling model.

Plans were to create a separate First Nation authority to regulate
and approve on-reserve charitable gambling. To date these plans have
not been realized. First Nations that participate in charitable gambling
must comply with the existing provincial charitable gambling regula-
tions.

First Nations have been active participants in on-reserve charitable
gambling activities such as bingo, pull-tickets and raffles.

If a First Nation has a gambling agreement with the province they are
able to license on reserve charitable gambling events provided that
they are in compliance with provincial regulations.

First Nations can license their own charities to receive funds from
charitable gambling activities. Licenses can be obtained from a band
council officer who negotiates an agreement with the province. Must
comply with the existing provincial charitable gambling regulations.

First Nations must comply with the existing provincial charitable gam-
ing model.

No separate charitable gambling policy. One First Nation group has an
agreement with the province that allows them to license on-reserve
charitable gambling.

All charitable gambling is regulated within the New Brunswick Lottery
Act.

First Nations are able to license these activities if they have signed a
gaming agreement with the province otherwise they must seek approval
for each event. They must comply with provincial charitable gambling
regulations.

First Nations participate in on-reserve charitable gambling activities
such as bingo, pull-tickets, ticket lotteries, and raffles. They must
comply with provincial charitable gambling regulations.

First Nations with a provincial gambling agreement are entitled to con-
duct 3 giant bingo events annually with prizes in excess of $15,000 per
event.

There exist no special provisions for First Nations charitable gambling.

First Nations within the province are involved in charitable gambling
such as bingo and ticket raffles.

There exist no special provision for First Nations charitable gambling.
Must comply with existing provincial regulations.

Future agreements may be reached, as land claim negotiations are
currently under way throughout the province.
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have ratified a “dry reserve” policy that elimi-
nates alcohol on-reserve and therefore do not
have any licensed establishments. To work
around this in Manitoba, the provincial govern-
ment permits VLTs on-reserve so long as they
are located in adult-only establishments. In
Alberta, where every First Nation reserve in the
province is “dry,” no such exception exists and as
a result, even though Alberta First Nations are

eligible to operate on-reserve VLTs, they cur-
rently do not have any.

VLTs have been at the forefront of problem
gambling debates in recent years. Policy debates
have focused on the social costs that VLTs can
bring through increased gambling addiction.
Studies have found that VLTs are one of the
most addictive forms of gambling because of
their speed and ease of play. Levels of problem

TABLE 2:

Province

First Nations VLT Activity in Canada

On Reserve VLT Gambling

British Columbia
Alberta

Saskatchewan

Manitoba

Ontario

Quebec

New Brunswick

Nova Scotia

Prince Edward Island

Newfoundland

No on-reserve VLTs. Note: There are no VLTs in B.C.

First Nation reserves do not have any on-reserve VLTs.

First Nations can receive approval to operate VLTs, but they must be
located in a licensed establishment. All First Nation reserves in Alberta
are “dry” and do not have any licensed establishments to place VLTs.

There are no separate agreements for on-reserve VLTs.
As the FSIN would likely choose to place all allocated VLTs in their
casinos, the First Nations currently are not pursuing an agreement.

18th of June 1999, a 4-year VLT moratorium was lifted.

First Nations can have up to 40 on-reserve VLTs.

The host First Nation receives 90% of on-reserve VLT revenues, with-
out spending restrictions.

VLTs in Manitoba must be placed in a licensed establishment. For
“dry’ reserves where there are no licensed areas, VLTs can be placed
in an adult-only venue.

No on-reserve VLTs. Note: There are no VLTs in Ontario.

First Nations are able to have on-reserve VLTs so long as they com-
ply with provincial regulations.

No separate provisions for on-reserve VLTs.

First Nation receives siteholder portion of gross revenues (30%).

On reserve VLT revenues are divided among a private operator, site-
holder, and the province. The host First Nation receives the
siteholder’s portion of VLT revenues plus 95% of the provincial reve-
nue share provided that they have a gambling agreement with the
province.

First Nations with provincial gambling agreements can have on-reserve
VLTs.

VLT location is up to the First Nation Chief and Band Council; how-
ever, there exists an 8 VLT limit per room and a 20 VLT limit per
location.

Number of total VLTs permitted on a reserve depends on the First
Nation population.

First Nations do not have VLTs.

First Nations do not have VLTs.
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gambling associated with VLT use have been
found in some cases to exceed the average by 5
times (Doiron, 1999). As a consequence, there is
a concern that the introduction of VLTs on First
Nation reserves may lead to an increase in levels
of problem gambling within their communities.

An additional concern is that on-reserve
VLTs may have the net effect of lowering total
revenue within a First Nation community. As
most reserves are closed communities that do
not attract many visitors from outside locations,
the main patrons for VLTs will be members of
the local First Nation. If the province receives a

share of profits from on-reserve VLTs, the net
effect may be that revenues are taken out of
the First Nation community and given to the
province.

First Nations and Casinos

The development of on-reserve casinos has
emerged as the central policy debate surrounding
the expansion of First Nations gambling in Can-
ada. It is important to stress that casinos on
First Nation reserves in Canada have become a
reality. While there currently are not many casi-

TABLE 3: First Nations Casino Activity in Canada

Province On Reserve Casino Gambling

British Columbia * 1997 call for destination casino proposals gave four First Nation submis-
sions draft approval.

* Locations are on reserves near Penticton, Merrit, Campbell River and
Cranbrook.

* Only the "Casino of the Rockies’ on the St. Mary’s reserve outside of
Cranbrook has received approval.

Alberta * Currently no First Nation casinos.

* Tsuu T’ina First Nation has developed a $700 million dollar casino/enter-
tainment project proposal.

* Proposals are being developed by the Enoch Cree, Alexis, and Cold Lake
First Nations.

* First Nation casino proposals are pending until a licensing policy review is
complete.

Saskatchewan * Four First Nation casinos: Prince Albert, Yorkton, North Battleford, and
Carlyle.

e Annual revenues exceed $65 million dollars, attract over 1 million visitors,
employ 1,000 people, 800 of which are of First Nation heritage.

* Over 50% of employees at the Casino Regina are aboriginal.

Manitoba e June 1, 2000 a selection process for the development of First Nation
casinos was held.

* 12 locations were submitted for review, five were selected as potential can-
didates.

e Currently two locations are off-reserve; as all First Nation casinos must be
located on-reserve, land will be converted to the host First Nations’
reserve.

Ontario * Casino Rama, hosted by the Chippewas of Mnjikaning, is Canada’s largest
First Nation casino.

* Mississaugaus of Scugog Island host the Great Blue Heron Charity Casino.

* Golden Eagle Charity Casino in Kenora is owned and operated by the
Wauzhushk Onigum Foundation.

Other Provinces No existing on-reserve Casinos. Nova Scotia First Nations that have signed
gaming agreements with the province participate in Sydney Casino revenue
sharing.
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nos on reserves, this will likely change as many
provinces have begun to establish regulations and
develop a policy framework for on-reserve casi-
nos. Given that many First Nations have, or are
in the process of receiving approval to operate
casinos within their communities, key policy
debates focus on maximizing economic benefits
while minimizing social cost.

Among provinces throughout Canada there
exists great variation in how First Nation casinos
are operated and their revenues are distributed.
Some permit a limited number of First Nation
casino operations, while others such as Nova
Scotia allow First Nations to receive a percent-
age share of revenues from established govern-
ment casinos. Variations among provincial First
Nation casino policies are not surprising as the
number and size of First Nations communities
differ throughout the regions. Provinces that
have large numbers of First Nations have, in
general, been the most proactive in allowing on-
reserve casinos. Geographic and demographic
characteristics also play a factor in provincial
casino policy. While First Nations in the Western
provinces already have, or plan to develop on-
reserve casinos, none of the First Nations in
Atlantic Canada have received approval to do so.

Factors to Consider with the
Establishment of First Nation Casinos

Many potential challenges may arise with the
establishment of additional on-reserve casinos.
Some of these challenges, such as how to distrib-
ute casino revenues and address the potential for
increased levels of problem gambling within the
local community, will mainly affect the individual
First Nation community. Other issues, such as
market saturation, revenue transparency, and
coordination with provincial gambling policy, may
require a regional approach to policy develop-
ment. Casino policy also may want to address
whether the main goal of introducing of casinos
on First Nation reserves is to develop individual
reserves, or to develop First Nations throughout
the province.

Equity Among First Nation Groups
1. Distribution of Wealth

Provinces that have entered the casino
industry or are currently in the process of doing
so tend to grant casino licenses based on the
potential economic viability of a casino within a

certain region. For on-reserve casinos, granting
approval based on regional viability is an effec-
tive way to develop the market and at the same
time prevent market saturation. However, if all
casino revenues are to solely benefit the host
First Nation, this could lead to an inequitable
distribution of gaming revenues between First
Nation communities that have received approval
to operate a casino and those that have not.
Economic polarization may also occur among
First Nation communities that have casino devel-
opments. Evidence of this can be seen by look-
ing at the tribal casino industry in the United
States. Of the approximately 200 Indian Bands in
the United States that operate casinos on reserve
lands, 23 Indian Bands account for over 56% of
total tribal gambling revenues (Baron, 1998).

To prevent a situation where the expansion
of gambling creates an inequitable distribution of
wealth among First Nation communities, many
provinces are developing or have developed
casino revenue-sharing agreements. Within these
agreements a certain percentage of revenues
from First Nation casinos are allocated in trust
to benefit First Nations across a province as a
whole. Redistribution of casino revenues among
First Nation communities that have not received
approval to operate a casino, or that operate
small casinos in marginal locations, are designed
to reduce economic inequity between First
Nation communities that could result from
expansion of First Nation casinos. Whether the
distribution of gambling revenues among the
First Nations is a concern will depend on
whether the goals of policy are to develop indi-
vidual reserves, reserves as a whole, or a combi-
nation of both.

2. Problem Gambling within the
Host Community

Along with casino expansion, there is a
potential for increased levels of problem gam-
bling within individual First Nation communities.
While casinos will provide benefits from an over-
all increase in revenues for the host First Nation,
some community members may incur costs from
problem gambling. There is concern that
increased exposure to, and accessibility of, casino
gambling will lead to higher levels of problem
gambling within the communities. To help lower
the cost of problem gambling and decrease its
incidence, a portion of on-reserve casino reve-

THE JOURNAL OF ABORIGINAL ECONOMIC DEVELOPMENT

VOLUME 2 /NO. 2 /2002



50

ROBIN KELLEY

nues can be used to establish problem gambling
programs geared towards First Nations.

As previously mentioned, factors such as low
income, low education and high rates of unem-
ployment have been identified as precursors to
gambling addiction (Moore, 2000). If a portion
of revenues from on-reserve casinos are to be
allocated towards programs that increase educa-
tion, income and employment levels within the
host First Nation community, the increased prev-
alence of problem gambling due to higher expo-
sure to casinos may be mitigated.

Uses of Revenues

1. Revenue Allocation

Most provincial gambling revenues in Can-
ada are directed towards funding charitable and
religious organizations, economic development,
health and social programs. As the main goal of
introducing casinos on First Nation reserves in
Canada is often to promote economic and social
development, many provinces have drafted gam-
bling agreements with First Nations to include a
section that legislates areas where gambling reve-
nues are to be allocated. These areas often
include social, cultural and economic develop-
ment initiatives, as well as education and health
programs. No province in Canada currently
allows First Nations to grant per capita payments
to band members from casino operations. How-
ever, BC has yet to put spending restrictions on
the share of revenues that the host First Nation
will receive. In a review of revenue allocation for
on-reserve casinos in the United States, it was
found that in some cases tribes whose members
received per capita payments achieved little long-
term improvement (Anders, 1997).

2. Revenue Transparency and
Accountability

The issue of accountability for revenues
from First Nation casinos has begun to receive
increasing attention. A report by the Provincial
Auditor of Saskatchewan, released in November
2000, found that the Saskatchewan Indian
Gaming Authority (SIGA), which manages four
First Nation casinos in the province, did not
have enough financial controls to ensure that
casino revenues were being allocated in a proper
manner. The Provincial Auditor estimated that
the SIGA had directly misallocated over $1.7
million dollars in casino revenues (Saskatchewan,
Liquor and Gambling Authority, 2000).

The experience of the SIGA may have made
many provinces cautious with regards to granting
First Nations operational control over their casi-
nos. The concern is that revenue from First
Nation casinos may end up providing benefits to
individuals at the expense of community mem-
bers as a whole. Individual members within First
Nation communities have also called for greater
transparency over how funds are spent within
their communities (Walker, 2001). With the
recent proposal for First Nation casinos in Mani-
toba, it has been suggested that community
boards should be created to help ensure that
casino revenues benefit all members within the
local First Nation community (CBC Online,
2001D). It should also be pointed out that the
issue of revenue transparency and accountability
is not isolated to First Nation casinos, but
applies to gambling generally in Canada.

3.First Nation Sovereignty

Provincial efforts to oversee the allocation of
revenues from First Nation casinos may want to
take into consideration the desires of First
Nations to have increased political and economic
sovereignty over their communities. It is impor-
tant that First Nation peoples are able to have
the independence to decide how they would like
their gambling revenues to be allocated. Some
First Nation leaders may see provincial involve-
ment in developing a system to distribute reve-
nues from gambling as a barrier towards their
goal of achieving self-government. However,
many First Nation people do recognize that in
order to establish good governance, a binding
and transparent system of distributing monies
must first be established. Many also feel that
concerns about accountability are not destructive
towards the First Nations aspiration of achieving
self-government, but are a prerequisite (Walker,
2001).

Provinces have been developing legislation
that attempts to recognize both concerns over
transparency of casino revenues and First Nation
sovereignty. Alberta has proposed to develop a
Fund that will distribute slot machine profits
from future First Nation casinos to First Nation
communities throughout the province. The Prov-
ince, in cooperation with First Nations, will
develop a charter for the Fund to help ensure
that revenues are allocated towards stated objec-
tives. First Nation representatives throughout
Alberta will have the ultimate decision as to
where revenues are to go, so long as the activi-
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ties that they fund are within the Fund’s man-
date.

Market for Casino Gambling

1. Target Patrons

If only on-reserve gambling is to be pursued
as a development strategy for First Nations com-
munities, it is important for patrons to originate
from locations outside the host First Nation
community. Much of the reason for the success
of gambling venues and casinos located in Wind-
sor and Niagara Falls has been associated with
the large numbers of Canadian and American
patrons they attract and revenues these patrons
bring into the casinos (Campbell, 1998).

The experience of tribal gambling in the
United States has shown that the most successful
tribal casinos are located in close proximity to
large urban centres (Baron, 1998). In the case of
Foxwoods, the most profitable tribal casino, New
York City, Boston, Springfield, Hartford and
Providence all are located within 2 %2 hours driv-
ing distance of the casino. Gambling establish-
ments and casinos in isolated locations have
been found to receive a higher percentage of
revenue from patrons who are residents of the
local community (Carmichael, 1998).

The ability to attract off-reserve patrons
does not apply uniformly to all First Nation
groups. Development strategies for destination
casinos may want to consider who the main
patrons of on-reserve casinos will be. Many First
Nation communities situated in rural or remote
regions may have difficulty attracting clientele
from outside of their community. To attract out-
side visitors, casino development strategies may
want to focus upon either creating a venue to
attract tourists or locating casinos near urban
centres. In the case of remote First Nation com-
munities, destination casinos that focus on
attracting tourists, as opposed to smaller commu-
nity-style casinos, may be the most desirable.

2. Regional Competition and
Market Saturation

With gambling in Canada expanding to
allow more on-reserve destination style casinos,
provinces and First Nation groups will want to
avoid creating too much competition in the mar-
ket. Many tribal casinos in the United States
generate very high levels of profit in the short
run primarily because they are the sole provider
of casino gambling in a region (Baron, 1998).

With the introduction of more tribal casinos, this
competitive advantage can be eliminated. In
states such as California and Washington where
many tribes operate casinos, gambling revenues
for tribes have begun to decline as the market
has become more saturated. Some states have
also found that if they do not permit tribal and
state casinos, their residents will gamble out of
state. In a study of gambling in Wisconsin, it was
noted that policymakers and Indian tribes could
not completely reject state and tribal casinos and
expect to decrease their residents’ exposure to
casinos as they can easily travel to nearby states
to gamble (Thompson, 1995).

With an expansion of on-reserve destination
casinos, provincial governments and First Nations
may eventually be faced with the same dilemma.
Saturation does not pose as great a concern in
Canada as in the United States because the
provinces regulate entry into the gambling mar-
ket. However, competition between provinces,
especially in regions that are near provincial
boundaries, should be taken into consideration.

A good example of the problems that cross-
border and regional competition for gambling
patrons may create can be seen by examining the
development of the British Columbia and Wash-
ington State casino industries. In the mid-1990s,
BC began to expand its gambling activities in an
attempt to encourage residents who frequented
border casinos in Washington to gamble at
home. Slot machines were approved in casinos,
wager limits increased and hours extended to
make BC casinos more attractive to residents.
The effect of these policy changes was felt very
rapidly in Washington, particularly by the many
tribal nations that operate border casinos. The
Lummi Tribe, who opened the Northwest’s first
casino in 1984, was soon forced to close opera-
tions. The tribe cited increased competition from
BC casinos as the main factor for going out of
business. It was estimated that before BC
changed regulations to its casino industry, 80%
of the patrons at the Lummi Tribal Casino were
Canadians. The casino employed over half of the
tribal labour force. After the casino closed oper-
ations, the tribe’s unemployment rate went from
71% to 60% (Philips, 1997).

With First Nations and provinces, primarily
in western Canada, expanding their gambling
industry to allow destination-style casinos, market
saturation may increasingly become a problem.
Signs that First Nation casinos may in the future
compete to attract the same patrons from other
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regions have already begun to emerge. In
Alberta, the Cold Lake First Nation is contem-
plating submitting a proposal to operate a casino
that will be located on the Saskatchewan border.
This may attract many people from Saskatche-
wan as well as lower the number of Albertans
who frequent Saskatchewan’s First Nation casi-
nos.

3. Coordination with Provincial
Charitable Gambling

The introduction and approval of First
Nation casinos may be at odds with a province’s
current policy goals. The mandate of many pro-
vincial lottery corporations is to contribute signif-
icantly to government revenues (B.C. Lottery
Corp., 2000). The approval of First Nation casi-
nos and the creation of gambling agreements
that allow First Nation groups to receive the
bulk share of their on-reserve gambling revenues
may come in conflict with this mandate. If both
First Nation and provincial casinos compete to
attract the same patrons to their venues, provin-
cial revenues from gambling may be reduced.

It should be acknowledged that provincial
governments themselves do have an incentive to
see First Nation gambling ventures succeed.
While First Nation members who live on-reserve
are the fiscal responsibility of the federal govern-
ment, provincial governments spend large sums
of money on community infrastructure and on
the health, education and welfare of Aboriginal
peoples who have left the reserve in search for
employment (Skea, 1997). If the introduction of
on-reserve gambling facilities and casinos can
provide a source of employment and inject reve-
nues into the host First Nation community, these
expenditures may decline.

Policy Recommendations

Should provincial governments and First Nation
groups choose to implement First Nation casinos
on reserves, the following options are recom-
mended:

1. Policies Should be Developed in Coordina-
tion with First Nation Communities.
Provincial policy towards on-reserve casinos
should be developed in cooperation with
the First Nations. First Nation communities
frequently have voiced desires to take a
more proactive role in deciding with what
forms of gambling they would Ilike to

become involved. As on-reserve casinos will
have a large impact on the local commu-
nity, the host First Nation must be able to
provide input into the policy process so
that its concerns and needs are heard.

Policies must consider social costs.
Policies that promote on-reserve casinos
need to take into consideration the social
costs that may be born by the local First
Nation community. Research shows that
Aboriginal and First Nation people may
have a higher prevalence of problem gam-
bling. First Nation leaders and policymakers
therefore should be aware of the potential
costs that higher levels of problem gam-
bling on-reserves may bring due to
increased exposure to casinos. At a mini-
mum, economic development from First
Nation casinos should be weighed against
the potential cost of increased levels of
problem gambling.

While all provinces in Canada have
established programs to treat problem gam-
bling, it may be prudent to develop gam-
bling addiction programs that take into
consideration the unique aspects of Aborigi-
nal and First Nation culture. In the United
States it has been found that generalized
problem gambling programs have not been
very effective for Native Americans (Moore,
2000). Findings have suggested that commu-
nity leaders, in addition to individual mem-
bers of First Nation communities, should be
made more aware of the potential addiction
problems that increased exposure to gam-
bling may present. While specific methods
of treating gambling addiction may be best
left to the individual First Nation commu-
nity, levels of awareness about problem
gambling risks need to increase. To help
facilitate this, First Nations may want to
slate funds from on-reserve casinos for
gambling awareness programs within their
communities.

In addition to developing programs
that directly treat problem gamblers, pro-
grams to prevent problem gambling may
want to focus on eliminating the many indi-
rect factors present in First Nation commu-
nities that can lead to a higher incidence of
gambling problems, such as low income and
education, depression, alcoholism and high
unemployment.

VOLUME 2 /NO. 2 /2002

THE JOURNAL OF ABORIGINAL ECONOMIC DEVELOPMENT



FIRST NATIONS GAMBLING: POLICY IN CANADA

53

3.

Revenues should be directed towards com-
munity development.

Revenues from First Nation casinos should
be directed towards community develop-
ment. As many First Nation communities
are among the lowest income jurisdictions
in Canada, with high levels of unemploy-
ment and low levels of infrastructure
(Morse, 1997), the focus of introducing
casinos should be to provide a source of
capital to help improve socio-economic con-
ditions on-reserve. Experiences from the
United States have shown that many of the
most successful tribes hosting casinos on
their reserves have implemented community
development strategies to increase educa-
tion, employment, and reduce levels of sub-
stance abuse within their communities.

Policymakers and First Nation leaders
will also want to identify the overall policy
goals of introducing casinos on First Nation
reserves. It should be determined whether
the introduction of on-reserve casinos is to
provide revenues for the host First Nation
or First Nations throughout the province as
a whole. As First Nations located near
urban centres have a geographical advan-
tage in attracting off-reserve patrons, the
introduction of casinos may create dispari-
ties of wealth among First Nation commu-
nities. If on-reserve gambling is pursued as
a way to aid community development for
all First Nations people, mechanisms must
be found to distribute a portion of reve-
nues from casinos to First Nations through-
out the province. This will help ensure that
the introduction of on-reserve casinos in
Canada will not increase economic inequali-
ties among First Nation communities.

If casino revenues are to be divided
and given directly to members within the
local First Nation community, certain social
and economic development prerequisites
within the community should be met first.
If per capita payments from First Nation
casinos are to be permitted at all, they
should only take place after economic and
social development goals within First
Nation communities have been met. Many
American Indian Bands who operate suc-
cessful tribal casinos have done this. The
Pequots of Connecticut developed a strict
incentive program whereby certain require-
ments, such as educational attainment by

youth, must be met before a person can
receive a lump sum remittance from the
Foxwoods Resort and Casino.

4. First Nation casino expansion should
emphasize industry sustainability.
Much of the success of U.S. Indian Gam-
bling comes from the fact that certain
bands have had a monopoly or near-
monopoly over legalized gambling in a par-
ticular State or region (Carmichael, 1998).
In the case of the Foxwoods casino, the
State of Connecticut agreed in 1993 to
grant the casino and the nearby Mohegan
reservation a monopoly on slot machines in
exchange for 25% of slot machine profits.
The sustainability of a First Nation casino
industry in Canada may depend on agree-
ments similar to Foxwoods, where the num-
ber and type of casinos in a region are
restricted (Skea, 1997).

For the most part this has been hap-
pening indirectly within provinces in Can-
ada. The fact that entry into the casino
industry is highly regulated and that
regional casino development plans have
ensured that the provincial market for gam-
bling has not become overcrowded assists
the sustainability of gambling ventures in
Canada. It may also be prudent for provin-
cial governments to consult with adjacent
provinces and states when approving casinos
on-reserves.

Situations where many casinos operate
marginally and try to attract the same
patrons should be avoided. If too many
First Nation casinos are introduced, casinos
may not provide adequate revenues to aid
the development of First Nation communi-
ties. If the economic benefits of on-reserve
casinos are negligible, the end result may
be that the social costs of First Nation casi-
nos may outweigh the economic benefits.

Conclusion

When the gambling industry in Canada initially
began to develop, it was not predicted that gam-
bling would generate as much revenue as it now
does. Policies towards gambling were often
developed in response to issues that emerged
with industry expansion. While this approach has
been relatively successful, the implementation of
gambling policy has often lagged public concerns.
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With First Nations gambling policy, the provinces
have the opportunity to develop a sound policy
framework that will address current concerns
before they develop into future problems.
Policymakers have an advantage in that the
experiences of tribal gambling throughout the
United States over the past two decades can act
as an important reference for developing a policy
framework for First Nation casinos.

The future of First Nation casinos in Can-
ada should provide scope for mutual cooperation
between the First Nations and provincial govern-
ments. Through cooperation rather than competi-
tion, provinces and First Nation groups may be
able to pursue gambling agreements that provide
future benefits for all of their communities, while
minimizing social costs and inequalities.

NOTES

1. The term ‘problem gambling’ refers to both prob-
able pathological and problem gamblers as
defined by the South Oakes Gambling Screen
(SOGS).

2. One first nations in Quebec has signed an agree-
ment with the province that permits it to license
on-reserve bingo events, there are no current
plans to pursue additional agreements.
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