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The Economic Impact of
An Omaha, Nebraska Casino

Preface
This study examines the impact of “commercial casinos” focusing specifically on
the impact of the addition of a casino to the Omaha, Nebraska economy.

For the purposes of this study, commercial casinos are defined to include private
sector (i.e., nongovernmental) land-based, riverboat, and dockside casinos.
The Council Bluffs casinos have yet to emerge as a destination for casino patrons
outside the states of lowa and Nebraska. As such, estimates contained in this study
assume that a new casino on the Nebraska side of Omaha will continue to gain most
of its business from residents of lowa and Nebraska. If, on the other hand, Omaha
casinos begin to attract a significant share of its patrons from outside the two states,
the estimates contained in this study are too conservative and will likely be ex-
ceeded.
While it is clear that individuals who participate in limited gaming are gambling, the
term "gaming" has been used for many years to identify the legal forms of gambling.
The term "gambling" is normally used to describe the illegal forms of gambling.
Though for some, there is a very clear legal distinction between the two terms, this
study will use the terms interchangeably.
Throughout this study, the term AGR is used. Some states refer to this as “Adjusted
Gross Receipts” while others denote it as “Adjusted Gross Revenues.” The two
terms are synonymous and represent gross gambling receipts or revenues minus

the winnings paid to the bettor.
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The Economic Impact of
An Omaha, Nebraska Casino

Executive Summary

Over the past two years, net commercial casino revenues (Adjusted gross receipts?)

for the nation have grown by 15.1 percent per year.

In 2001, there were 434 commercial casinos in 11 states employing 364,804

workers with the average casino employing 841 workers.
Currently 57 counties nationwide offer legalized commercial casino gambling.

Council Bluffs casinos ranked 18" in the nation in 2001 in casino revenues with
$358 million in AGR, 3,356 in employment, and $81.7 million in gaming tax
collections.

Council Bluffs casino tax collections have grown from $40.0 million in 1996 to $81.7
million in 2001, or roughly 19 percent per year, or 4 percent greater than the average

U.S. casino.

Average tax rates on AGR in 2001 ranged from 7.5 percent in Teller County,
Colorado to 32.4 percent in Will County, lllinois. Council Bluffs average tax rate in

2001 was 23.4 percent of AGR which was slightly above the average U.S. tax rate.

Colorado and South Dakota imposed the most restrictive regulation on casino
wagering by not allowing credit , by limiting the amount of the bet, and by limiting the

maximum daily loss.

Of the 57 counties offering casino gambling, 33 produced job gains while 24

generated job losses.

*Adjusted gross receipts (AGR) represent the gross gambling revenues minus winnings paid to the gambler.



» Metropolitan casinos generated $37 million more in yearly AGR than non-
metropolitan casinos. However, non-metropolitan casino patrons lost an average of

$13 more per casino visit than their metropolitan counterparts.

» Casinos with betting limits generated on average, $190 million less in yearly casino
AGR. Betting limits reduced the average daily loss of casino patrons from $60 to
$38.

» Granting casino credit had no impact on casino AGR, but did increase the daily loss

of casino goers from $33 to $73.

» A casino can have a positive economic impact on an area by either increasing the
amount of visitor dollars spent in the local area, or by reducing local resident

spending outside the area.

» Almost 68.0 percent of Council Bluffs casino patrons come from the Omaha
Metropolitan Statistical Area (MSA).2 Roughly 8.3 percent of Council Bluffs casino
patrons come from outside of lowa and Nebraska. 10.3 percent come from lowa
outside of Pottawattamie County, and 13.7 percent come from Nebraska outside the

Omaha Metropolitan area.

> Yearly operation of an Omaha, Nebraska casino is expected to add $17.5 million in
yearly wages and salaries, $58.4 million in yearly sales and to support 1,008 jobs for
the metropolitan area. Furthermore, the casino is expected to contribute roughly
$27.0 million in yearly tax collections.

2 s defined by the U.S. Department of Commerce, the Omaha Metropolitan areaincludes the Nebraska counties of Cass, Douglas,
Sarpy, and Washington and the lowa county of Pottawattamie.



For Nebraska outside of Omaha, yearly operation of an Omaha, Nebraska casino is

expected to reduce yearly wages and salaries $6.3 million, yearly sales by $24.7

million and 613 in jobs.?

An Omaha, Nebraska casino would likely increase the yearly crime rate by 1.5

percent to 7.9 percent.

An Omaha, Nebraska casino would have negligible impacts on the area’s poverty

rate.
Casinos in metropolitan Omaha have had no discernible impact on the area’s
divorce rates. An additional casino in the area is expected to produce little or no

change in the metropolitan area’s divorce rate.

Over the period of construction, an Omaha, Nebraska casino is expected to add

2,357 jobs, $245 million in sales and $74 million in wages and salaries to the local
economy. Furthermore, casino construction is expected to add $23 million to state

and local tax collections over the construction period.

Casino tax collections have produced little tax relief for Pottawattamie taxpayers.
Less than five percent of tax collections from the Council Bluffs casinos are retained
by the City of Council Bluffs or Pottawattamie County. Between 85 percent to 90

percent of tax collections go to the state government coffers of lowa.

Casino revenue and tax growth slow as a casino ages. This trend is expected to
characterize an Omaha, Nebraska casino. Thus revenues and tax growth will be

highest in the first five years of the casino.

3These losses result from the expectation that 13.7 percent of Omaha casino patrons will come from Ne-

braska outside of metropolitan Omaha. This resultsin reduced spending for the Non-Omaha portion of Nebraska.



» Many studies have exaggerated the impact of casinos due to 1) their failure to
recognize offsetting negative impacts for other businesses in the area, 2) their
recognition of hotel and accomodation workers as casino workers, 3) their

recognition of each casino dollar as a “new” dollar for the area.



Page Intentionally Left Blank



Chapter 1. Casino Expansion in the U.S.

The States

After a brief respite, America returned to
gaming in 2002. The tragic events of September
11" reduced air travel to spots such as Las Ve-
gas, but neither that nor the economic downturn
stopped the U.S. gaming industry from posting a
five percent increase in revenues to an estimated
$64 billion for 2001. This follows more than a dec-
ade of explosive growth.

According to Christiansen of Capital Advi-
sors LLC, Americans today pay out more on gam-
bling than they spend on movie tickets, theme
parks, spectator sports, and video games com-
bined. Moreover, Merrill Lynch estimated that
Americans lose a comparable amount in illegal bet-
ting. Even though the U.S. had major competition
from abroad, Simon Holliday, partner at Britain's
Global Betting & Gaming Consultants, asserted that
the U.S. was the world's fastest-growing gambling
market over the past decade.

While all forms of gambling have grown,
U.S. casino gambling has experienced robust
growth in recent years. Since Nevada legalized
casino gaming in 1931, an additional ten states
have legalized commercial casinos.* However,
eight of the ten states approving commercial casi-
nos began casino construction in the 1990s.

Figure 1.1 shows states that currently have
legalized commercial casino gaming along with the
date that the first casino was constructed in the
state. Years of legalization were: Nevada 1931,
New Jersey 1976, lowa, Louisiana, and South a-
kota 1989, Colorado, Illinois and Mississippi 1990,
Indiana and Missouri 1993, and Michigan 1996.

Not only did the number of states offering
casino gambling grow, casino revenues rose even
more dramatically. Figure 1.2 attests to the rapid
growth in casino gambling in terms of gross reve-
nue or what are normally termed adjusted gross
receipts (AGR).

“A commercial casino isanon-tribal casino owned by pri-
vate investors.

From 1990 to 2001, casino revenues grew
from $8.3 billion in 1990 to $25.7 billion in 2001.
This represents a compounded yearly growth rate
of 10.8 percent. This pace of revenue growth was
more than five times the rate of growth in inflation,
and almost three times the rate of growth in the
overall U.S. economy.

Figure 1.1: First year of Casino Operations °
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The overall growth presented in Figure 1.2
masks the variation in revenue growth experienced
by the states. Table 1.1 shows gross casino reve-
nues by state for 1999, 2000, and 2001, along with
the growth rate from 1999 to 2001. As listed, Illi-
nois and Indiana experienced the most rapid
growth with identical growth rates of 63.6 percent,
while New Jersey experienced the slowest growth
rate during the time period at 7.5 percent. This is
certainly not surprising since lllinois and Indiana
casinos are much newer, while Atlantic City casinos
are second only to Nevada casinos in age. Michi-
gan, the latest state to add casinos to its economic
mix experienced the fastest yearly growth in AGR
at 34.5 percent growth between 2000 and 2001.

®At this point in time, neither Alaska nor Hawaii offers ca-
sino wagering.



tendees. The average visitor across the U.S.

spent $79 per casino visit in 2001.
Figure 1.2: Annual casino AGR, 1990 2001° P P
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é %0 Table 1.2: CASINO ATTENDANCE & REVENUE PER

5 $25 VISITOR, 2001

€ 520 Revenue per

o Attendance casino visitor

§ $15 Colorado n.a. n.a.

S s10 lllinois 18,800,000 $96

£ g5 Indiana 19,800,000 $91

S lowa 19,400,000 $48

% %0 Louisiana 45,900,000 $39

S Michigan 32,640,000 $31
Mississippi 56,800,000 $48

2001 Missouri 47,500,000 $23

Source: American Gaming Association Nevada 49,600,000 $192
New Jersey 32,400,000 $133
South Dakota n.a. n.a.
U.S. 322,840,000 $79

Source: Gaming control board of each state

TABLE 1.1: AGR BY STATE 1999-2001 (MILLION $S) eshoRavalale

Growth
1999 2000 2001 1999-2001
Colorado $479.0 $631.8 $631.8 31.9%
lllinois $1,100.0 $1,700.0 $1,800.0  63.6% )
Indiana $1,100.0 $1,700.0 $1,800.0  63.6% Casino Employment
lowa $496.0 $887.0 $922.9 * In 2001 there were 434 commercial casi-
Louisiana $1,300.0 $1,800.0 $1,800.0  38.5% nos employing more than 370,000 workers earning
TR n-a. SAsE ekl n-a. almost $11 billion in wages® (American Gaming

ississippi 2,200.0 $2,700.0 $2,700.0  22.7% L .
Mississippi $ $ $ 0 Association). On average each U.S. casino em-

Missouri $853.0 $997.7  $1,1000  29.0%
Nevada $8,1000 $9.600.0 $9.500.0 17.3% ployed 841 workers in 2001 with South Dakota ca-
New Jersey $4,000.0  $4,300.0 $4,300.0 7.5% sinos employing the fewest at 36 workers per @a-
South Dakota ~ $44.0 $51.8 $58.6 33.2% sino and with New Jersey casinos employing the
u.s. $19,672.0 $25,111.9 $25613.3 30.2% most at 3,799 workers per casino.

Source: American Gaming Association Table 1.3 lists the number of casinos,

number of casino workers, and percent of the

Not only were there large differences workforce employed by casinos by state for 2001.

among the states regarding the rate of growth in Clearly, casinos played a much more important
employment role for Nevada and Mississippi than

for the other casino states.

While casino workers are generally paid
less than workers in other industries, they are paid
more than their counterparts working at other firms
engaged in non-casino entertainment and recrea-
tion activities.

revenues, the revenue per casino visitor varied sig-
nificantly. Table 1.2 lists attendance and average
revenue per visitor by state for 2001. As pre-
sented, spending per casino visitor ranged from
$23 for Missouri visitors to $192 for Nevada at-

®Gross revenues or AGR represent the total value of wa-
gering minus the winnings of the wagerer.

"Includes only riverboat casinos. The American Gaming
Association omitted roughly $281 million in revenues from land-based
casinosin their 1999 report. 8Includes tips and benefits.
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Table 1.3: Casino Employment by state-2001

Number of Casino employ-

casino ment as % of

State workers®  total workforce
Colorado 7,132 0.3%
Illinois 11,000 0.2%
Indiana 16,000 0.6%
lowa 9,226 0.7%
Louisiana 18,620 0.9%
Michigan 7,599 0.2%
Mississippi 32,510 3.0%
Missouri 10,516 0.4%
Nevada 205,151 19.4%
New Jersey 45,592 1.2%
South Dakota 1,458 0.4%
Total 364,804 1.3%

Source: American Gaming Association and U.S. Bu-
reau of Labor Statistics

Figure 1.3 profiles average salaries for U.S.
workers by industry for 2000. As presented, casino
workers earned $1,500 more than other non-casino
arts, entertainment and recreation workers. How-
ever, they earned almost $11,000 less than the av-
erage U.S. worker.

Figure 1.3: Average salary by industry

$40

$30 $33,524

$20

Thousands

$10

$0
Casinos Arts, Entertain. & Rec.

All Industries

Source: 2000 U.S. County Business Patterns

These estimates conflict with data from the U.S. Census
Bureau. The estimates by the American Gaming Association include
Hotel & Lodging employees. For example, The U.S. Census Bureau
listsonly 1,246 casino workersin Atlantic City. Overall the American
Gaming Association estimates are more than twice the U.S. Census
Bureau vaues.

11



The Casino Counties
Figure 1.4 details the location of U.S. casi-
nos by county for 2001. Currently fifty-seven coun-
ties in the U.S. offer commercial casino gaming.
Figure 1.4 shows that most commercial casino ac-
tivity is located near either a river or body of water.

Figure 1.4: Casinos by County, 2001

The location patterns of casinos as pre-
sented in Figure 1.4 suggests that states tend to
respond to gambling pressures from bordering
states often by locating the commercial casino
close to the state line. For example, most of
lowa’s thirteen casinos are located on the state’s
border with Nebraska (four casinos) and on the
state’s border with lllinois (seven casinos). Only
two of lowa’s thirteen casinos are located more
than three miles from the state border.

Table 1.4 lists U.S. counties in which casi-
nos currently operate. Eleven counties in Nevada
provide commercial casino gambling. However, at
the time of printing, 2001 county data were not
available for Nevada. Additionally, Mississippi does
not publish casino revenues by county.

Atlantic County, New Jersey experienced
the highest casino attendance for 2001 with roughly
32 million admissions for the year. Lake County,
Indiana ranked second in terms of 2001 admissions
with over 17 million visitors.

Table 1.5 provides a ranking of the casinos
by location. In most cases, a location is a county.
As listed, Council Bluffs, lowa (Pottawattamie
County), was the 18" largest casino market in the
U.S. with over $358 million in AGR in 2001. Over
8.1 million patrons visited the city’s three casinos
spending just over $44 per person per visit .

Table 1.4: 2001 AGR and AGR per visitor by county

AGR AGR per
State & County (in millions) Admissions visitor
Colorado Gilpin $538.1 n.a. n.a.
Colorado Teller $138.6 n.a. n.a.
lllinois Kane $770.8 7,510,712 $103
Illinois Massac $119.8 1,432,742 $84
lllinois Rock Island $35.7 793,509 $45
Illinois St Clair $155.1 2,024,046 $77
lllinois Tazewell $140.8 1,942,547 $73
Illinois Will $561.8 5,104,725 $110
Indiana Dearborn $346.7 7,424,904 $47
Indiana Harrison $214.8 5,373,147 $40
Indiana Lake $732.6 17,607,238 $42
Indiana LaPorte $185.5 3,923,204 $47
Indiana Ohio $173.1 2,656,619 $65
Indiana Switzerland $95.8 2,310,951 $41
Indiana Vanderburgh $93.4 2,077,097 $45
lowa Clayton $34.6 606,096 $57
lowa Clinton $28.8 572,650 $50
lowa Dubuque $86.3 1,946,326 $44
lowa Lee $29.1 603,108 $48
lowa Osceola $49.8 989,699 $50
lowa Polk $142.9 2,594,727 $55
lowa Pottawattamie $358.5 8,131,767 $44
lowa Scott $155.4 3,155,510 $49
lowa Woodbury $37.6 842,694 $45
Louisiana Bossier $483.8 8,185,177 $59
Louisiana Caddo $322.4 8,027,317 $40
Louisiana Calcasieu $278.1 5,493,160 $51
Louisiana East Baton $172.9 2,821,560 $61
Louisiana Jefferson $114.6 1,748,423 $66
Louisiana Orleans $532.2 12,065,214 $44
Michigan Wayne $1,007.0 n.a. n.a.
Mississippi Gulf $1,151.1 24,134,276 $48
Mississippi MS River ~ $1,549.6 32,188,332 $48
Missouri Buchanan $27.2 1,108,363 $25
Missouri Clay $198.8 7,235,331 $27
Missouri Cooper $4.8 248,278 $19
Missouri Jackson $284.0 12,823,057 $22
Missouri Lewis $10.3 522,991 $20
Missouri Pemiscot $23.6 799,585 $29
Missouri Platte $99.2 3,963,036 $25
Missouri St Charles $143.9 5,744,173 $25
Missouri St Louis $345.4 14,935,909 $23
New Jersey Atlantic $4,279.0 32,400,000 $132
S. Dakota Lawrence $58.6 n.a. n.a.

Source: State Gaming Boards for each state
(Nevada data not available at time of printing)




Table 1.5: Ranking of casinos by location---2001

lion in 2001. As a percent of overall state AGR,
Council Bluffs’ share declined from 47.6 percent in
1996 to 39.0 percent in 2001.

Figure 1.5: AGR Council Bluffs and lowa casinos

$1,000
M owa $887
O council Bluffs

$728

$800

$600

AGR
Millions

$400

$200

$0

1996 1997 1998 1999 2000 2001
Fiscal Year

AGR
Rank Location (in millions)
1 Las Vegas — Strip $4,800.0
2 Atlantic City, NJ $4,300.0
3 Chicagoland (IL, IN) $2,000.0
4 Detroit/Windsor, Canada $1,200.0
5 Tunica County, MS $1,200.0
6 Mississippi Gulf Coast $1,100.0
7 Reno/Sparks, NV $1,000.0
8 Southern Indiana $697.4
9 Shreveport, LA $685.0
10 St. Louis, MO $683.8
11  Las Vegas — Downtown $673.9
12  Boulder Strip (NV) $595.5
13  Kansas City, MO $560.0
14 Laughlin, NV $559.7
15 New Orleans, LA $516.9
16  Black Hawk, CO $433.8
17  South Lake Tahoe, NV $352.7
18  Council Bluffs, IA $347.3%°
19 Lake Charles, LA $341.3
20 North Las Vegas $236.0
21 Vicksburg, MS $234.7
22 Quad Cities (IA) $210.2
23 Des Moines, IA $185.1
24  Baton Rouge, LA $163.9
25  Cripple Creek, CO $134.5
26  Peoria, IL $129.6
27  Dubugue/Marquette, IA $115.9
28  Metropolis, IL $108.6
29  Evansville, IN $96.6
30 Greenville, MS $73.0
31 Central City, CO $63.4
32  Deadwood, SD $51.8
33  Natchez, MS $36.3
34 Sioux City, 1A $35.2
35  Fort Madison, 1A $30.0
36  Caruthersvile, MO $22.8

Source: Bear Sterns (2001)

Figure 1.5 profiles AGR for lowa and
Council Bluffs casinos from 1996 to 2001. As pre-
sented, lowa AGR grew from $430.5 million in 1996
to $887.0 million in 2001. Council Bluffs AGR a-
vanced from $204.7 million in 1996 to $345.7 mil-

°Note that the Bear Sterns’ estimateis $11.2 million higher
than that of the |owa Racing Commission.

Figure 1.6 shows AGR growth rates for
lowa and Council Bluffs casinos from 1996 to 2001.
As presented, lowa’'s AGR slowed from 31.6 per-
cent in 1996-97 to less than one percent from 2000
to 2001. Council Bluffs AGR growth slowed from
26.3 percent from 1996 to 1997 to less than one
percent from 2000 to 2001.

Figure 1.6: AGR Growth Rates, 1996-2001
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Conclusions

This chapter has documented the rapid
growth in casinos and casino revenues over the
past decade. However, the recession, which began
in March of 2001, has significantly dampened AGR
growth with overall AGR growing by only two per-
cent from 2000 to 2001. The state of Nevada even
experienced a downturn in AGR between 2000 to
2001.

Due to the increasing dependence of states
on rising casino tax collections, the recent stagna-
tion in casino revenues has awakened public policy
officials to the danger of a heavy reliance on ca-
sino growth. The next chapter examines casino tax
collections and spotlights the rising importance of
casino revenues to each of the casino states.
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Chapter 2: Tax Revenues from Casinos

Actual Casino Tax
Collections
The commercial casino industry provided

more jobs, higher wages, and more tax revenues to
states and local communities in 2001 than ever
before. With 434 commercial casinos operating in
11 states, the industry has become an increasingly
powerful engine for the U.S. economy.

Motivated by ever increasing citizen de-
mands made on state and local governments, juris-
dictions across the U.S. have vigorously added ca-
sinos to their mix of revenue sources. Figure 2.1
shows how casino tax collections have grown be-
tween 1998 and 2001. As presented, tax collections
from casinos increased from $2.5 billion in 1996 to
$3.6 billion in 2001, a growth in excess of 44 per-
cent.

Figure 2.1: Casino wagering taxes paid in 2001 (in billions)**

$4.0

Taxes on casino revenue

$0.0
2000

2001

1998 1999

Source: American Gaming Association

However, the experience of each state has
varied as widely as the characteristics of the popu-
lations of the states. Table 2.1 presents average
tax rates by state for 2001. In this case, the aver-
age tax rate is calculated as tax collections from
casinos divided by the total revenues or AGR of
casinos.

As listed in Table 2.1, lllinois levied the
highest average tax rate, while Nevada assessed

"This total does not include additional tax collections from
property taxes, corporate income taxes, local use taxes or payroll taxes
paid by individua casinos, casino employees and related firms.

the lowest tax rate on casino revenues. Table 2.1
also indicates the stability of tax revenues as a per-
cent of AGR with the average tax rate changing
little between 2000 and 2001 despite the recession.

Table 2.1: Average tax rate 2000 & 2001

2000 2001

Colorado 13.0% 14.6%
lllinois 30.1% 30.8%
Indiana 26.7% 27.4%
lowa 23.3% 23.5%
Louisiana 21.2% 20.8%
Michigan 23.0% 21.9%
Mississippi 11.9% 11.9%
Missouri 30.5% 29.3%
Nevada 7.4% 7.2%
New Jersey 8.0% 8.0%
South Dakota 9.3% 7.7%
u.s. 13.9% 14.2%

Source: American Gaming Association. Tax rate is equal to
total gaming taxes paid divided by AGR

Table 2.2 shows the importance of casino
tax collections to each state, with Nevada and Mis-
sissippi depending more heavily on casino tax gen-
eration for financing government activities than
other casino states.

Table 2.2: Gaming Tax Collections for 2001

Gaming tax
collections As a percent
(in_millions) Of total taxes
Colorado $92.0 0.7%
Illinois $555.2 1.4%
Indiana $492.6 2.9%
lowa $216.9 2.7%
Louisiana $374.8 3.6%
Michigan $219.3 0.6%
Mississippi $322.6 5.3%
Missouri $322.7 2.2%
Nevada $688.0 13.4%
New Jersey $342.4 1.1%
South Dakota $4.5 0.3%
Total $3,631.0 2.0%

Sources: U.S. Census and American Gaming Association
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Table 2.3 lists tax collections and tax col- high of 32.4 percent for Will, lllinois. It should be
lections as a percent of AGR by county for 2001. noted that Polk County, lowa, with a rate of 30.2
percent, has one of the highest tax rates among

U.S. counties. Until a recent court decision, lowa

Table 2.3: Wagering tax collections by county, 2001* had taxed racetrack casinos at a higher rate than
Total Taxes As riverboat casinos. Polk County, lowa’s casino is a
1 0, .

Illinois Kane $247,254,188 32.1% Figure 2.2 profiles casino tax collections for

Missouri Cooper $1,463,649 30.3% .

lowa = TS 2000, lOWA and Council Bluffs from 1996 through 2001.

Missouri Lewis $3,103,340 302% As presented, lowa casino tax collections grew

lllinois St Clair $45844,667  29.6%  from $115.6 in 1996 to $206.3 million in 2001.

Missouri Jackson $82,586,827 29.1%

Ilinois Taswell $40,668,649 28.9%  During this same period of time, Council Bluffs ca-

MisSourd St Louis Se.000.108 28.6%  gino tax collections expanded from $42.0 million to

Indiana Lake $207,889,076 28.4% .

Missouri Buchanan $7.660,204 2810  $81.7 million. Thus, the percentage of overall lowa

Missouri St Charles $40,269,997 28.0%  casino tax collections provided by Council Bluffs
: = 2

mljis;u: ::trtizon i_f,;;g;:g;: ijgoﬁ rose from 36.3 percent in 1996 to 39.6 percent in

Indiana Switzerland $26,136,764 27.3% 2001.

Missouri Clay $54,240,134 27.3%

llinois Massac $32,252,901 26.9%

Missouri Pemiscot $6,309,922 26.8%  Figure 2.2: Tax collections, lowa and Council Bluffs

Indiana Vanderburgh $24,833,207 26.6%

Indiana Dearborn $91,609,646 26.4% $200 W owa

Indiana LaPorte $48,869,944 26.3% @ council Bluffs

lowa Dubuque $20,726,755 24.0%

lowa Pottawattamie $83965720  23.4% | 5 %

Louisiana Orleans $119,268,120 22.4% E

Illinois Rock Island $7,446,585 20.9% £ $100

Lefisiene Calcasieu $57,703,211 20.7% %

Louisiana Jefferson $23,736,274 20.7% =

Louisiana East Baton Rouge $35,820,423 20.7% $50

lowa Clayton $6,880,009 19.9%

lowa Woodbury $7,460,888 19.9% $0

lowa Clinton $5,712,523 19.9% 1996 1997 1998 1999 2000 2001

lowa Lee $5,784,635 19.9% Fiscal Year

Indiana Ohio $34,186,827 19.8%

lowa Osceola $9,862,496 19.8%

lowa Scott $30,724,717 19.8%

Louisiana Caddo $62,089,694 19.3%

Louisiana Bossier $93,053,692 19.2%

Colorado Gilpin $81,739,256 15.2%

Mississippi Gulf Coast Coun- $136,602,219 11.9%

Mississippi MS River Coun- $183,896,355 11.9%

Michigan "Wayne $81,566,471 8.1%

New Jersey Atlantic $342,321,000 8.0%

South Dakota Lawrence $4,455,680 7.6%

Colorado Teller $10,445,369 7.5%

Source: Gaming Board in each state

As listed, taxes as a percent of AGR varied
from a low of 7.5 percent for Teller, Colorado to a

12County datawere not available for Nevada at the time of
printing. Mississippi does not report casino data by county.
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Figure 2.3 shows annual casino tax growth
rates for lowa and Council Bluffs for the period
1996 to 2001. For both the state and the city, ca-
sino tax collections have recently been growing at a
much slower pace expanding by less than five per-
cent from 2000 to 2001.

Fiaure 2 3 Growth in casino tax collections
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0%

1996-97 1998-99 2000-01

Despite the fact that the Council Bluffs ca-
sinos generated more than $80 million in gambling
taxes for 2001, the Council Bluffs City government
and Pottawattamie county government combined
received less than $3.7 million in gambling taxes.
Between 85 percent and 90 percent of gambling tax
collections ended up in state coffers.

The next section of this chapter summa-
rizes casino tax legislation by state.
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Legislated Tax Rates by State
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Colorado

The Colorado Limited Gaming Commission
established the state's current gaming tax rate
structure. In Colorado, casinos pay the states only
gaming taxes. The following tax structure has been
in effect since the gaming year July 1, 1999 to June
30, 2000.

0.25% tax on $0 - $2 million in AGR™

lllinois

The lllinois Riverboat Gambling Act im-

poses two taxes on riverboat gaming. These are:
A wagering tax: In 1998, the wagering tax
changed from a flat 20 percent tax to a gradu-
ated tax rate based on annual AGR . The Act
defines adjusted gross receipts as the gross
receipts less the winnings paid out to gamblers.

2% tax on $2 - $4 million in AGR O 15% of AGR $0 - $24.9 million
4% tax on $4 - $5 million in AGR O 20% of AGR $25 million - $49.9 million
11% tax on $5 - $10 million in AGR Q 25% of AGR $50 million - $74.9 million
16% tax on $10 - $15 million in AGR QO 30% of AGR $75 million - $100 million
20% tax on AGR above $15 million Q 35% of AGR in excess of $100 million
In addition to the tax on AGR, the Commis- . A tax on admissions: Each casino must pay
sion required casinos to pay a device fee on each an admissions tax of $2 per person per visit.

gaming device (slot machine or gaming table). The
annual device fee was $75 for a number of years,
but beginning in gaming year 1999-2000, the
Commission eliminated the device fee.

13Adjusted gross receipts are equal to gross receipts from
wagering lesswinnings paid to gamblers.
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Indiana

Indiana imposes two taxes on commercial
casinos.

Indiana imposes an admission tax on gambling
excursions at a rate of three dollars for each
person admitted. The admission tax is based
on the number of patrons who board for an ex-
cursion (turnstile count), plus all patrons who
have remained aboard the vessel for more than
one cruise (multiple excursion count).
Indiana also imposes a wagering tax on the
adjusted gross receipts received from author-
ized gambling games at the rate of 20.0 per-
cent of AGR.™ There are two categories of
authorized gambling games; electronic gaming
devices (EGD/slot machines) and live gaming
devices (table games). The income generated
by these devices, commonly known as win, is
the major component of AGR.

14| n accordance with I1C 4-33-2-2, adjusted gross recaipts is
defined as the total of all cash and property whether collected or not,
received by a licensee from gaming operations, minus the total of (A)
all cash paid out as winnings to patrons and (B) uncollectible gaming
receivables, not to exceed the lesser of (i) a reasonable provision for
uncollectible patron checks received from gaming operations; or (ii)
two percent of thetotal of al sums, including checks whether collected

or not, lessthe amount paid out aswinningsto patrons

lo

5 B

W |
\ET |

T

—r

wa

lowa imposes a tax on the adjusted gross

receipts received annually from authorized wager-
ing games at the rate of:

19

5.0 percent of AGR $0 - $.9 million

10.0 percent of AGR $1 million - $1.9 million
20.0 percent on AGR $2.0 million - $3 million
22.0 percent on AGR over $3 million from
gambling games at racetrack enclosures with
the rate rising by 2.0 percent each succeeding
calendar year until the rate is 36.0 percent.

A manufacturer or distributor of gambling
games or implements of gambling shall annu-
ally apply for a license. The license fee for a
distributor is one thousand dollars, and the I-
cense fee for a manufacturer is two hundred
fifty dollars. The license fees shall be credited
to the special account.



Louisiana

Louisiana assesses a license fee to con-

duct gaming activities on a riverboat totaling the
following:

$50,000 for each riverboat for the first year of
operation and $100,000 per year per riverboat
thereafter. The license fee is due at the begin-
ning of each year.

An amount equal to 3.5 percent of AGR

A franchise fee shall be charged for the right to
conduct gaming activities on a riverboat at an
annual amount equal to 15.0 percent of AGR
On and after April 1, 2001 up to and including
March 31, 2002, an additional franchise fee
equal to 1.0 percent of AG

On and after April 1, 2002 up to and including
March 31, 2003, an additional franchise fee
equal to 2.0 percent of AGR

On and after April 1, 2003, an additional fran-
chise fee equal to 3.0 percent of AGR

For any month in which a licensee receives
AGR of $6.0 million - $8.0 million the licensee
shall pay the franchise fee.

For any month in which a licensee receives
AGR greater than $8 million the licensee shall
pay the franchise fee an additional franchise
fee equal to 3.0 percent of AGR for that month.

—h,.L/[/“"
||

Michigan
The State of Michigan imposes the follow-
ing taxes on casinos doing business in the state:
State wagering Tax - 8.1 percent of casino
AGR *°
City wagering Tax - 9.9 percent of casino AGR
Application fees - $50,000 (One-time fee)
Licensing fees - $25,000 payable annually
Annual state services fee'®
Each of the state’s three casinos pays one-third
of $25 million annually
Municipal services fee $4 million payable a-
nually
Effective gaming-related tax rate 22.14 percent
The state may impose additional costs for n-
vestigations

5The State/City Wagering Tax totals 18% of the three casi-
nos Net Win. Net Win (sometimes referred to as Adjusted Gross Re-
ceipts) is acasino's gross receipts, less winnings paid to wagerers.

5The day-to-day operating expenses of the MGCB are paid
for by the Annual State Services Fee (thisfeeis not related to the casi-
nos gaming revenues). Each year, $2 million of this $25 million Fee
goes toward compulsive gambling programs, administered by Michi-
gan Department of Community Health. No single casino's share shall
exceed 1/3 of the total Annual State Services Fee Adjusted annually by
Detroit Consumer Price Index.
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Mississippi

The Mississippi State Tax Commission as-
sesses the following gaming and license fees on

casinos operating in the state:
State taxes and fees:

Next $84,000 Monthly AGR 6.0 percent
Monthly AGR over $134,000 AGR .8.0
percent

17
Local government fees:

State application fee of $5,000 due at time of
application.

State license fee of $5,000 due at the time
issuance of license and annually thereafter on
anniversary date of license.

State license fee based on number of games
due at time of application, then annually on an-
niversary date of issuance of license.

LGame......ocoiiiiii e, $ 50
2 GaAMES. ...t $100
3GaAMES...ciiiiiiie e $200
4 GAMES....ocviiiiiiee e e, $375
5 GaMeS...cciviii e $875
60r7 GamesS.........coevveeevennnnn. $1,500
8,90r10 Games............cevnenne $3,000
11-16 GamesS.......oceevevveivnennnnnn. $500
each game
17 - 26 Games........... $8,000 + $4,800
each game from 17 to 26
27 - 35 GameS......coovviineennnn, $56,000
+ $2,800 each Game from 27 to 35
Over 35 Games................ $81,200

plus $100 for each game over 35
State gross revenue fee
First $50,000 Monthly AGR 4.0 percent

First $50,000 Monthly AGR 0.4 percent

Next $84,000 Monthly AGR 0.6 percent

All Monthly AGR over $134,000 0.8 percent
Adams County-monthly fee equal to 3.2 per-
cent of AGR

City of Bay St. Louis-Annual license tax not to
exceed $100 per gaming device.

City of Biloxi-Monthly fee equal to 3.2 percent
of gross revenue. Annual license tax of $150
upon each gaming device.

Coahoma County-Monthly fee not to exceed
3.2 percent of gross revenue. Annual license
fee not to exceed $150 per each gaming ck-
vice.

City of D’lIberville-Monthly fee not to exceed 3.2
percent of AGR . Annual license tax not to ex-
ceed $150 upon each gaming device.

City of Greenville-Monthly fee equal to 3.2 per-
cent AGR

City of Gulfport-Monthly fee equal to 3.2 per-
cent of AGR . Annual license tax of $250 for
each card game or table game. Annual license
tax of $100 for each slot machine

Hancock County-Monthly fee not to exceed 3.2
percent of AGR . Annual license tax not to ex-
ceed $100 per each gaming device

Harrison County-Monthly fee equal to 3.2 per-
cent of AGR . Annual license tax of $150 upon
each gaming device

City of Natchez-Monthly fee not to exceed 3.2
percent of AGR

Tunica County-Monthly fee not to exceed 3.2
percent of AGR

City of Vicksburg-Monthly fee not to exceed 3.2
percent of AGR . Annual license fee not to ex-
ceed $150 per each gaming device.

7 This tax has been imposed in: Bay St.Louis, Gulfport,

Biloxi, Tunica County, Natchez, Greenville, Vicksburg, Hancock
County and Coahoma County.



Warren County-Monthly fee not to exceed 3.2
percent of AGR . Annual license fee not to ex-
ceed $150 per each gaming device.
Washington County-Monthly fee equal to 3.2
percent of AGR

Missouri

Missouri imposes two taxes, an admissions
fee and a revenue tax.

Missouri requires that an excursion boat licen-
see shall pay to the commission an admission
fee of two dollars for each person embarking on
an excursion gambling boat with a ticket of ad-
mission. One dollar of such fee shall be depos-
ited to the credit of the gaming commission
fund and one dollar of such fee shall not be
considered state funds and shall be paid to the
home dock city or county. Subject to appropria-
tion, one cent of such fee deposited to the
credit of the gaming commission fund may be
deposited to the credit of the compulsive gam-
bler fund.
Missouri imposes a tax on the adjusted gross
receipts received from gambling games at the
rate of twenty percent. The taxes imposed shall
be returned to the state gaming commission in
accordance with the commission's rules and

regulations who shall transfer such taxes to the
director of revenue.

Each excursion gambling boat shall desig-
nate a city or county as its home dock. The home
dock city or county shall receive ten percent of the
adjusted gross receipts tax collections for use in
providing services necessary for the safety of the
public visiting an excursion gambling boat. Such
home dock city or county shall annually submit to
the commission a shared revenue agreement with
any other city or county.

All revenues provided for by state law is to
be transferred to the governing body of any city not
within a county and any city with a population of
over three hundred fifty thousand inhabitants shall
not be considered state funds and shall be depos-
ited in such city's general revenue fund to be &-
pended as provided for in this section. The e-
maining amount of the adjusted gross receipts tax
shall be deposited in the state treasury to the credit
of the "Gaming Proceeds for Education Fund"
which is hereby created in the state treasury. Mon-
eys deposited in this fund shall be considered the
proceeds of excursion boat gambling and state
funds. All interest received on the gaming proceeds
for education fund shall be credited to the gaming
proceeds for education fund. Appropriation of the
moneys deposited into the gaming proceeds for
education fund shall be pursuant to state law.



Nevada

The state of Nevada imposes the following
taxes on casinos:

a casino entertainment tax equivalent to 10.0

percent of all amounts paid for admission, food,

refreshments and merchandise is hereby lew

ied.

A licensed gaming establishment is not sub-

ject to tax pursuant to this section if:

(1) The establishment is licensed for less
than 51 slot machines, less than six games, or any
combination of slot machines and games within
those respective limits;

(2) All of the following conditions are met:

(&) No distilled spirits, wine or beer
is served or permitted to be consumed;

(b) Only light refreshments are
served,;

(c) Where space is provided for
dancing, no charge is made for dancing; and

(d) Where music is provided or
permitted, the music is provided without any charge
to the owner, lessee or operator of the establish-
ment or to any concessionaire.

The tax imposed by this section does not apply

to merchandise sold outside the facility in which the

entertainment is presented, unless the purchase of
the merchandise entitles the purchaser to admis-
sion to the entertainment.

The tax imposed by this section must be paid by
the licensee of the establishment.

New Jersey

The state of New Jersey imposes the following
casino tax on gross revenues

8 percent of AGR 18

Licensee shall make investments in an amount

not less than 2.0 percent of AGR

O Licensee will make 50.0 percent of the in-
vestments in the municipality in which the
licensed premises are located, and
50.0 percent of such investments shall be
made in any other municipality of the state.

8Gross revenue is the amount casinos keep after al bets are
paid but before the casino pays taxes and other expenses.
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South Dakota

South Dakota assesses the following tax
rate on casinos operating in the state:
The tax rate is eight percent of the adjusted
gross revenue.
Each device, which includes table games and
slot machines, is assessed an annual device
fee of $2,000.

Conclusion

State and local governments have become
increasingly dependent on gambling taxes to sup-
port spending. While tax rates have remained fairly
stable, casino revenues are subject to the vagaries
of the business cycle. Thus, casino tax collections
are an unstable source of tax revenues. States and
locales must recognize this characteristic before
committing to spending that depends on the stabil-
ity of tax collections.
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Chapter 3: Macro Impacts for Casinos Across the U.S.

Introduction
After voters approve casino development,

private firms invest substantial capital in gaming
infrastructure including hotels and restaurants that
are part of the land-side development.

From the Las Vegas Strip to the Atlantic
City boardwalk, and points in between, private firms
have invested billions of dollars in labor and mate-
rials related to gaming activities. Additionally, non-
gaming firms make secondary capital investment in
order to accommodate the increase in consumer
traffic created by gaming developments. In many
cases, areas gain new hotels, restaurants, clothing
stores, office supply stores and other retail outlets
as a result of secondary,
or indirect capital invest-

Most riverboat developments in

turns from casino development. In the next section,
the number of jobs created both directly and indi-
rectly by casinos is estimated.

Jobs

Two different methods are used to estimate
the number of jobs produced by casinos. The two
methods are: 1) Shift-share analysis, 2) Location
Quotient analysis.

Shift-share analysis™ In order to deter-
mine the impact of casinos on employment growth,
it is essential that the researcher sort out the
growth that was produced simply 1) by an expand-
ing national economy 2) by having a favorable mix
of industry and 3) by competitive factors such as
the casino. Shift-share analysis
is a technique that sorts out

ment. (UERESRIVEREEICMEVERTol[o)%le]  growth  into  these  three
Casinos Nereammoetween 500 and 1,500 workersEnlERle

S SRR ith an average of just over 800 Essentially, shift-share

gaming facility  hires workers. analysis accounts for the

employees as the competitiveness of a region's

development opens. Most riverboat developments
in the past five years have employed between 500
and 1,500 workers with an average of just over 800
(American Gaming Association). Annual salaries
range from less than six dollars an hour to more
than $200,000 per year, with an average of ap-
proximately $26,000 (2000 U.S. Census County
Business Patterns).

Casinos create secondary or indirect jobs
as existing businesses in the area add staff to meet
increased demand. Construction jobs are gener-
ated in order to develop the physical facilities e-
lated to a new gaming development. For example,
land-based or dockside casinos built in the 1990s
provided over 48,000 square feet for slot machines
and table games. Construction of each of these
casinos supported, on average, almost 1,200 con-
struction jobs for a two-year project.

Many research studies have been com-
pleted examining the impact of casinos on the local
economy. Some have estimated significant and
positive impacts stemming for casino development.
Others have calculated a negative economic re-

industries. This analysis decomposes employment
changes within an economy over a specific period
of time into mutually exclusive factors. It paints a
picture of how well the region's industries per-
formed by systematically examining the national,
local, and industrial components of employment
change.

Once completed, the analysis provides a
representation of changes in employment growth or
decline. By interpreting data provided by shift-
share, policy makers can explore the advantages
that their local area enjoys, as well as identify
growth, or potential growth industries that are wor-
thy of further expansion.

Shift-share analysis decomposes employ-
ment growth (or decline) in a county over a given
time period into three components: (1) a national
growth effect, which is that part of the change in
total employment in a region ascribed to the rate of
growth of employment in the nation as a whole, (2)

9For amore detailed explanation of shift-share see R. Han-
ham’s*“A systematic approach to tourism policy,” Journal of Business
Research, May 2000, VVol. 48(2), pp. 147-57.
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an industry mix effect, which is the amount of
change the region would have experienced had REIECHEINIT R EERIREEITE

each of its industries grown at their national rates, Yearly growth rate from:
i i- National | Mix of
I(_ass the natlor.lal growth e_ffect, and (3) a competi State o | S| e | Gesmes | e
tive effect, which is the difference between the &c- co Gilpin 1.4% 0.6%)| 344.1%)| 344.9%
H MS Tunica 2.8% -3.1% 217.9% 217.7%
tual change in employment and the employment = o o > sr e 595%
change to be expected if each industrial sector co Teller 1.1% 1.2%|  29.8%| 29.8%
. . . MS Hancock 2.5% -0.3% 12.0% 14.2%
grew at the national rate. It is this last element that N PEREhG S T B R o
is ascribed to casino development. The sum of LA Bossier 2.8% -0.8% 8.5%| 10.5%
i IN Dearborn 2.6% -1.8% 8.1% 8.8%
these three effects equals the actual change in total I Massac 2.8% 2.4% 7.7% 8.1%
i H : : MS Harrison 2.5% -0.2% 7.0% 9.3%
employment within a region over a prescribed time e o oy — — o
period. NV_ | Humboldt 13%|  -3.3% 6.0% 4.1%
. . . 1A Clayton 2.8% -1.4% 5.7% 7.1%
Table 3.1 lists the shift-share analysis of T e T EET ST TR
each county with a commercial casino. According MS Warren 2.8% -1.0% 5.1% 6.9%
. . ) ) 1A Pottawattamie 2.6% -2.0% 4.5% 5.1%
to shift-share analysis 33 of the 57casino counties NV Clark T1% > 4% 21.2% 78%
- - - MO St Charles 2.8% -0.7% 4.1% 6.1%
Of the 57 casino counties, 33 gained SD | Lawrence 24%]  -18% 3.5% 4.1%
1L Will 2.5% -0.4% 3.3% 5.4%
jobs from casino development while Nv_| Churchil 12%|  -05%|  3.1%| 37%
MO Clay 2.8% -1.0% 2.2% 4.0%
24 lost jobs as a result of casino op- NV Elko L1%]  09%|  20%|  4.1%
LA Calcasieu 2.8% -0.4% 1.9% 4.3%
3 MS Coahoma 2.8% -0.7% 1.9% 4.0%
rations. NV White Pine 0.9% -1.0% 1.5% 1.4%
gained jobs from casino development while 24 lost 1A Scoll o1 00/ IS 57 D300 2100
) . 1L Kane 1.1% -0.5% 1.1% 1.8%
jobs from casino development. The average yearly IA Lee 1.1% 1.3% 1.0% 0.8%
: H : : 1L Tazewell 1.1% -1.3% 0.9% 0.7%
job gain attributable to casinos was 13.3 perztéent ™ e T T 7 T
per year with a median of 1.1 percent per year. NV Mineral 1.3% -2.0% 0.2% -0.5%
o . MS Adams 2.8% -2.0% 0.1% 0.9%
Gilpin County Colorado experienced the MS | Washington 58% 13% 0.0% 1.4%
largest gain from casino development with fully LA | EastBaton 2800 000/ 0.0 Shiie
) ) LA Jefferson 2.8% 0.1% -0.2% 2.6%
344.1 percent per year growth ascribed to casinos. IA Polk 2.9%| -01%]  -0.4% 2.4%
TAin? : 1L St Clair 2.8% 0.0% -0.6% 2.2%
Gilpin’s employment grew from 136 in 1990, the ™ G T T T i
year before opening of the first casino, to 4,154 1A Dubugue 1.1% 0.1% -0.7% 0.5%
. . . NV Washoe 1.1% 1.6% -0.8% 2.0%
jobs nine years later. Only 1.4 percent of this A Woodbury > 8% 0% 0.8% > 1%
growth resulted from an expanding economy. MO SHEolS 2500 IO 07 M0, 6 2000
1A Clinton 1.1% 0.0% -1.0% 0.2%
At the other end of the spectrum, Nye MO Jackson 2.8% 0.4% ~1.0% 2.2%
H H 1L Rock Island 2.5% -0.5% -1.2% 0.8%
County, Nevada experienced job losses from o Cooper R = -
casino development. In 1990, one year before NV Lander 1.0%|  -24%|  -1.4%|  -2.7%
. . IN Vanderburgh 2.9% -0.2% -1.4% 1.2%
casinos opened in the county, Nye County had an 5 T CiEEE: 8%l 09%l  -15% 0.4%
employment level of 8,748. Nine years later the MO | Pemiscot 2:9.70] 096 B T 0 0200
LA Caddo 2.8% 0.3% -1.8% 1.4%
county’s employment level had dropped to 5,400. Ml Wayne 2.6%|  -11%]  21%] 0.7%
H H . : NJ Atlantic 3.2% 3.2% -3.6% 2.8%
According to  shift-share  analysis, casino A S o o T S
development and operation generated an a 9.0 NV Douglas 1.2% 4.0% -5.6% -0.4%
. NV Nye 1.5% -1.1% -9.0% -8.6%
percent job loss per year for Nye County. Sl S0 e ok

20}t should be noted that assigning the full value of the Table 3.2 summarizes the estimated

competitive effect to casino development is more appropriate for less impact of casinos across the 57 counties using
Populous counties than for more heavily populated counties shift-share analysis. According to the analysis,
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casino counties added a total of 777,079 jobs after
initiation of casino operation in the county.
However, most of this growth was due to an
expanding national economy with only 63,806, or
8.2 percent, of the jobs generated by casino
operation.21 The largest share of the jobs were
produced by a growing U.S. economy.

Table 3.2: Job and wage impact of casinos— 57 counties

Yearly impact

Jobs Wages & Salaries

Industry

Agriculture & related (4,491) -$130,777,920
Mining 5,272 $209,407,636
Construction 30,852 $1,155,515,999
Manufacturing (35,813) -$1,124,032,548
Transportation & public utilities
29,278 $976,472,829
Wholesale trade 13,984 $440,554,733
Retail trade 17,339 $254,574,666
Finance, insurance & real estate 34,323 $1,018,011,942
Services (26,939) -$671,991,200
Allindustries 63,806 $2,127,736,137

Source: Shift-share analysis

As presented in Table 3.2, while the overall
contribution was positive, casinos produced job
losses for agriculture, manufacturing, and services.
Casinos produced job gains for all other sectors.
Furthermore, according to the analysis, casinos
had a large positive impact of the number of jobs in
Finance, Insurance, & Real Estate with 34,323 new
jobs attributable to the casino. Of course, data in
Table 3.2 represent averages with any one county’s
experience varying significantly from the other’s.

An important issue raised by the estimates
is the extent to which casino employment offsets or
displaces other types of employment. This is par-
ticularly an important issue relative to non-casino
Arts, Entertainment, and Recreation industry jobs.
For example it is quite likely that casinos siphon
revenue from other entertainment businesses in the
area. On the other hand, casinos have the poten-
tial to increase overall Arts, Entertainment & Rec-
reation employment for an area. The next section

ZThe earliest date used was 1978 for the New Jersey casi-
nos. Thiswasthe date used for the Nevada casinos as well.

investigates this same issue using a location quo-
tient, an alternative technique to shift-share to esti-
mate the impact of casinos.

Location quotient (LQ).” A location quo-
tient (LQ) is a rather simple economic development
tool to compare states or regions and helps identify
what are known as "basic" and "non-basic" indus-
tries in the local economy. Basic industries are
those which draw money into the economy from
outside its borders, while non-basic industries serve
the needs of the local populace and businesses
within the state's borders.

Although the calculation of a location quo-
tient requires several assumptions, it is a quick and
useful tool in determining a region's key industries.
A location quotient is simply an industry's share of
county employment over the industry's share of
national employment.

If a location quotient is 1.0, then the indus-
try's share of local employment is the same as the
nation’s share. A location quotient greater than 1.0
means the industry employs a greater share of the
local workforce countywide than it does nationally.
A location quotient less than 1.0 implies that the
industry's share of local employment is smaller than
its share of national employment.

For example Equation 3.1 shows the for-
mula used to calculate the LQ for Omaha’s Enter-
tainment and Recreation Industry. Thus if casinos
tend to make an area more attractive for tourists
who attend other entertainment facilities in the
area, a large LQ would be calculated. On the other
hand, a relatively low LQ would indicate that casi-
nos tend to add little to an area’s tourist attractive-
ness.

LQ = (Omaha E&R Emp. / Total Omaha Emp.) +
(U.S. E&R Emp./ Total U.S. Emp.) (3.1)

22

The numerator of Equation (3.1) is the per-
centage of the Entertainment & Recreation industry
in Omaha and the denominator is the percentage of

22For a more detailed explanation of the use of location
quotients see R. Bainbridge's “Analyzing the Market for Convenience
Stores: The Changing Convenience Store Industry,” Appraisal Journd,
Oct. 2000, VVol. 68(4), pp. 427-32.
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the Arts, Entertainment & Recreation Industry in the
nation. A location quotient greater than 1.0 indi-
cates that the industry is bringing new dollars into
the area. Industries that bring dollars into the area
help the local economy grow.

If a location quotient is less than 1.0, it indi-
cates that residents and businesses spend a high
proportion of their Arts, Entertainment and Recrea-
tion dollar outside the area or that outsiders spend

A location quotient greater than
one indicates that the industry is

bringing new dollars into the area.

few of their dollars in the area. The more the loca-
tion quotient exceeds 1.0, the greater the impor-
tance of the industry to the economic viability of the
state or area.

Table 3.3 lists LQs for metropolitan areas
with casinos. For all metro areas, Biloxi/Gulfport
had the highest LQ at 5.93 implying that casinos
are bringing significant new dollars into the area.
On the other hand, Kansas City’'s LQ of 0.83 indi-
cates that casinos are likely pulling dollars from
other Kansas City entertainment venues.

As indicated, relative to other metro casino
areas, Omaha, with an LQ of 0.99 appears to be
exporting little in terms of the Arts, Entertainment &
Recreation industry.  The average LQ for metro
areas with casinos is 1.17 indicating that at least
superficially, there is room to grow for an Omaha
casino. Alternatively, it indicates that Omaha casi-
nos have tended to siphon dollars from other Arts,
Entertainment & Recreation firms in the area.

If casino locations had a LQ equal to that of
non-casino locations (or LQ = 1.01), their AE&R
employment would have been 136,589. Thus for
the areas listed in Table 3.2, casinos added roughly
21,638 jobs (158,227 — 136,589) to Arts, Enter-
tainment and Recreation firms in the areas. This
represents a 15.8 percent increase in Art, Enter-
tainment & Recreation employment stemming from
casinos.

If one assumes that all casino counties had
a similar experience, this would mean across the

U.S., casinos created roughly 22,350 Arts, Enter-
tainment & Recreation industry jobs. Using na-
tional multipliers, one finds that the 22,350 jobs
produced another 33,611 jobs in other or spillover
industries.

Table 3.3: Arts, entertainment and recreation workers and Loca-

Quotients (LQ) for Metro areas with casinos, 1999

Metropolitan Statistical Area Workers LQ
Biloxi—Gulfport--Pascagoula, MS 11,870 5.93
Gary, IN 7,532 2.26
Shreveport—Bossier City, LA 4,825 2.18
Dubuque, IA 1,511 2.11
Reno, NV 4,973 2.00
Las Vegas, NV—AZ 16,910 1.79
Sioux City, IA—NE 1,316 1.48
St. Joseph, MO 750 1.33
New Orleans, LA 10,538 1.32
Davenport, IA 3,112 1.30
Des Moines, IA 4,190 1.10
St. Louis, MO—IL 19,111 1.08
Baton Rouge, LA 4,035 1.07
Omaha, NE—IA 5,315 0.99
Atlantic—Cape May, NJ 2,031 0.93
Lake Charles, LA 922 0.89
Chicago, IL 48,672 0.85
Kansas City, MO—KS 10,614 0.83

All Metros with casinos 158,227 1.17

All Metros without casinos 1,154,735 1.01

Source: U.S. Census Bureau

Table 3.4 compares the estimated impacts
generated in this study with that from the account-
ing firm, Arthur Andersen. As listed, there are dra-
matic differences among the estimates with the
Arthur Anderson impact more than ten times that
produced in this report.

Why do estimates above differ so signif-
cantly from those of Arthur Andersen? First, Arthur
Andersen estimates assume that all casino revenue
emanates from outside the area. In other words,
they assume that all casino revenues are new to
the area. However, this assumption ignores the
fact that at least a portion of casino spending
comes at the expense of spending in other busi-
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nesses in the economy. Thus their estimates seri-

ously overstate the impact of a casino.

It is very likely that a large share of casino
revenues come at the expense of other firms in the

area. For example, for Council Bluffs
casinos, over 90 percent of casino
patrons originate from either lowa or
Nebraska.

A second factor accounting for
the large differences is that the Arthur
Andersen estimates include Hotel &
Lodging employees working at casino
hotels as casino employees. The
present study does not count these
workers as casino workers.

Table 3.4: Overall job impacts of casinos

This Study
Arthur Andersen Shift-Share LO
Jobs supported 709,000 63,806 55,961
Wages & sala- $21 billion $2.1billion $1.9 billion

ries

Source: Arthur Anderson (1996) & shift/share analysis and location
guotient analysis

A third factor accounting for the wide differ-
ence between the Arthur Andersen impacts and
that of this study is that Anderson’s analysis in-

cluded the impact of Tribal casinos.

The next section of this chapter estimates
the casino market size for each of the commercial

casino markets in the U.S.



million less than the area’s potential AGR. This
indicates that the area is experiencing little in the
way of outside dollars flowing into the area and that
there is untapped potential to grow area revenues.

Casino Market Potential and
Factors Affecting Casino AGR

The goal of this section is to model past
casino data in order to determine both the factors

affecting AGR and the potential casino
markets across the U.S.

Table 3.5: Current and potential casino market by county (2001

AGR)

A statistical regression model is State|County Current casino Potential casino market
, : . AGR AGR Growth
first applied to past casino data. The
. o . . CO |Gilpin $538,056,504 $699,932,341|  $161,875,837
estimated model is listed in Appendix A.1. Co [Teller $138,617,688 $207,810,331|  $60,192,643
As presented’ the factors that had a 1A C:ayton :34,633,556 243,896,166 $$9,262,610
. N . . IA_|Clinton 28,763,543 47,434,952 18,671,409
statistically significant impact on casino A [Dubuque $86.268,781 $86.893,449 $624.668
AGR are: population density, the share of IA |Lee $29,073,281 $45,984,677 $16,911,396
h lati 65 dian h hold IA |Osceola $49,773,001 $55,145,437 $5,372,346
the population over 65, median househo A |Polk $142,021,148 $244,226,127|  $101,304,079
income, the number of slot machines, and IA |Pottawattamie $358,468,712 $404,355,045 $45,886,333
h . f a betting limi A |Scott $155,382,340 $148,159,453 -$7,222,887
the existence of a betting limit. A |Woodbury $37,582,178 $65,105,197|  $27,523,010
Potential casino market. Using IL |Kane $770,813,122 $386,416,383|  -$384,396,739
. . . IL |Massac $119,783,701 $60,647,632 -$59,136,069
estimates from the model listed in A.1, IL |RocklIsland $35,681,961 $87,638,976 $51,957,015
one can estimate both the potential AGR IL_|St Clair $155,082,587 $342,283,208|  $187,200,621
. . . IL|Tazewell $140,836,835 $168,206,565 $27,369,730
market and the fact.ors |nflgen0|ng casino I |will $561,759,960 $1,108,586,004|  $546,826,944
AGR. Table 3.5 lists estimated market IN_|Dearborn $346,682,973 $404,988,168 $58,305,195
. . IN_|Harrison $214,779,847 $442,080,392|  $227,300,545
potentlal_ for _ea.ch count2y3 with a IN |Lake $732,595,238 $1,269,236,714  $536,641,476
commercial casino in the U.S. IN _|LaPorte $185,468,733 $160,540,437|  -$24,928,296
As presented in Table 3.5 IN_|Ohio $173,058,784 $173,064,488 $905,704
) i o IN_|Switzerland $95,812,261 $125,559,817 $29,747,556
Atlantic City has the number one casino IN_|Vanderburgh $93,444,924 $161,982,519 $68,537,595
T ) ) LA |Caddo $322,404,424 $863,303,886]  $540,899,462
billion in potential AGR. However, Atlantic LA |Calcasieu $278,141,996 $300,009,838|  $22,767,842
o oo LA |Jefferson $114,562,794 $196,107,989 $81,545,195
AGR. This simply indicates the degree to LA |Orleans $532,204,163 $594,732,737| 62,528,574
. MO |Buchanan $27,217,390 $21,776,493 -$5,440,897
from outside the area. In other words, MO |Clay $198,847,361 $166,835,026|  -$32,012,335
Atlantic City is a major destination casino MO _|Cooper $4,835,467 $27,756,506 $22,921,039
. MO |Jackson $283,963,122 $335,847,571 $51,884,449
location. MO |Lewis $10,286,790 $13,513,482 $3,226,692
Lake County’ Indiana had the MO |Pemiscot $23,553,759 $12,595,671 -$10,958,088
d 1 ial K MO |Platte $99,198,031 $111,355,188 $12,157,157
secon argest potential market among MO |St Charles $143,908,253 $207,256,188 $63,347,034
the counties examined with a potential MO |St Louis $345,441,429 $453,813,826|  $108,372,397
. NJ |Atlantic $4,279,034,000 $1,312,714,637| -$2,966,319,363
market of $1.27 billion. However, contrary SD |Lawrence $58,609,106 $64,338,372 $5,729,266
to Atlantic City, Lake County received U.S. Average | $318,858,350 $314,917,238] -$3,941,112
$732 million in 2001 AGR. This indicates Source: Model A1

that Lake County is likely receiving little in
terms of casino dollars from outsiders.

As listed in Table 3.5, the Council Bluffs’

casinos had 2001 AGR of $358 million which is $45 According to estimates from Table 3.5 the

Council Bluffs casino market was approximately
$46 million greater than actual yearly receipts for
2001. Another way of viewing this is that Council

BMississippi does not produce casino statistics by county.
At the time of printing, Nevada county data were not available.
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Bluffs casinos depend heavily on local casino -

trons.

Impact of factors on AGR.

visit:

Table 3.6 lists

factors having an impact of area AGR. According

to Table 3.6, casino AGR:

is $37 million per year higher in metropolitan

areas than in non-metropolitan areas

is $190 million higher for casinos without bet-

ting limits than for casinos with betting limits

rises by $6 million for each $1,000 increase in

household income

declines by $25 million for each one percent

increase in the percentage of the population
that is over 65 years of age

According to Table 3.6, loss per patron per

is $13 higher in non-metropolitan casinos

is $22 higher for casinos with no betting
limit

is $40 higher for casinos granting credit
declines by $13 for each 10 percent in-
crease in tax rates

Impact of Casinos on the Size of
Government & Tax Collections

One important issue from a taxpayer's

standpoint is the impact of casino operations on the
tax burden of the local taxpayers.

Do casino @-

erations tend to enlarge the relative size of gov-
ernment ,or reduce tax burdens?

Table 3.6: AGR & loss per visitor for average U.S. casino (2001)

Metropolitan casino
Non-Metropolitan casino

Casinos with betting limits

Casinos without betting limits
Casinos allowing credit

Casinos not allowing credit

State limit on number of casinos
No state limit on number of casinos
Average tax rate 23.2%

Average tax rate 33.2%

Average household income $38,135
Average household income $39,135

Average percent of population over
65 is 12.9%

Average percent of population over
65is 13.2%

AGR
$241,967,601

$204,255,944
$118,738,320
$308,577,208
$229,605,171
$229,605,171
$229,605,171
$229,605,171
$229,605,171
$229,605,171
$229,605,171
$235,714,231

$229,605,171

$204,887,075

Loss per
visitor

$49
$62
$38
$60
$73
$33
$24
$66
$53
$40
$53
$54

$53

$50

Size of government. Table 3.7 lists growth
in the size of government for counties with
casinos compared to that of the U.S. 2

As presented in Table 3.7, casino
counties overall experienced slower growth
in the size of government than the rest of
the U.S. Casino counties, for example,
experienced local job and wage growth of
5.6 percent and 15.5 percent espectively.
The comparable values for the U.S. were
6.5 percent and 18.4 percent. Thus, in
terms of the growth in local government,
casino counties expanded their local
governments more slowly than the rest of
the U.S.

In terms of local government job
growth, only Missouri and Nevada added
workers at a higher rate than non-casino
counties. Relative to wage growth,
Mississippi and  Nevada  expanded
government wages at a higher rate that of
the U.S.

In the case of state jobs, Indiana,
lowa, Louisiana, and Nevada added work-
ers at a slower pace than the U.S. Relative
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to wage growth, only Louisiana and Michigan in-
creased state wages at a slower rate than the U.S.

One difficulty with interpreting the data in
Table 3.7 is that a county may be expanding both
government and non-government sectors. Thus to
gain a more accurate picture of the impact of @a-
sino operations on the size of government, one
must examine the growth in the ratio of government
to non-government workers. Table 3.8 shows the
government share of jobs and wages for 1997 and
2000 for casino counties and for the U.S.

As indicated in Table 3.8, local government

Table 3.7: Growth in government for casino counties

% Growth 1997-2000

Government Jobs Government Wages

State Local State Local
Colorado 21.4% 6.4% 46.7% 17.4%
lllinois n.a. 3.6% n.a. 14.8%
Indiana 0.0% 4.8% 17.8% 16.6%
lowa 2.3% 4.2% 16.5% 15.8%
Louisiana 2.0% 0.0% 11.2% 10.0%
Michigan 6.0% 3.2% -0.8% 7.5%
Mississippi 24.7% 5.6% 34.6% 19.6%
Missouri 6.5% 7.3% 20.9% 16.5%
Nevada 1.0% 15.7% 21.3% 29.9%
New Jersey 10.8% 5.5% 18.2% 13.6%
South Dakota -3.1% -0.4% 24.6% 10.8%
All Casino Coun- 3.4% 5.6% 12.9% 15.5%
tL!le; 3.7% 6.5% 15.7% 18.4%

U.S. Census Bureau

wages were 9.7 percent of total private wages in
1997 for casino counties. By 2000, this percentage
had dropped to 9.4 percent. For the U.S., local
government wages were 11.2 percent of total pri-
vate wages in 1997, but dropped to 10.5 percent by
2000. The size of the local government sector in
casino counties compared to the rest of the U.S.
dropped by a smaller percentage suggesting a lack
of tax relief from casino tax collections.

In terms of jobs, government employment
as a percent of private employment was 9.8 per-
cent in both 1997 and 2000. For the U.S., the
share of government workers as a percent of all
workers declined from 11.6 percent in 1997 to 11.5
percent in 2000. In other words, there is evidence

that the relative size of government rose more
quickly for casino counties in comparison to non-
casino counties in terms of both jobs and wages.

In terms of the individual states, casino
counties in Colorado, lowa , Louisiana and Nevada
experienced a decline in both jobs and wages for
the local government sector. However, only Colo-
rado experienced a larger decline than the U.S. in
both jobs and wages in terms of the relative size of
the local government sector.

Table 3.8: The local government sector as a percent of
private sector: 1997, 2000

Wages Jobs

1997 2000 1997 2000
Colorado 16.1% 13.5% 12.9% 12.2%
lowa 9.1% 8.9% 9.1% 9.0%
Indiana 10.3% 10.7% 10.6% 10.8%
Louisiana 9.7% 9.4% 11.0% 10.5%
Michigan 10.7% 9.7% 11.0% 11.2%
Missouri 8.0% 7.8% 8.7% 9.0%
Mississippi 14.6% 14.9% 14.1% 14.2%
New Jersey 13.7% 14.5% 10.2% 10.6%
Nevada 10.0% 9.8% 7.9% 7.8%
all casino 9.7% 9.4% 9.8% 9.8%
counties
u.s. 11.2% 10.5% 11.6% 11.5%

Source: U.S. Census Bureau & U.S. Bureau of Labor Statis-
tics; Note that Illinois & South Dakota data were judged
unreliable

Table 3.9 lists shares of state government
workers and wages for casino states and for the
U.S. As listed, casino counties reduced the pro-
portion of state government wages in their
workforce between 1997 and 2000 more slowly
than the rest of the U.S. However in terms of jobs,
casino counties reduced state government jobs as
a share of total jobs at approximately the same
pace as the rest of the U.S.

Table 3.10 profiles the change in property
and income tax burdens for casino states. Since
casino tax collections are included in sales tax col-
lections, comparisons of sale tax burdens are
omitted.

As presented, between 1995 and 1999,
casino counties were able to reduce property tax

32



collections as a percentage of personal income by
5.3 percent. This compares to a 5.5 percent e-
duction for the rest of the nation. In terms of indi-
vidual states, lowa, South Dakota, lllinois, and Mis-
sissippi reduced property tax burdens at a much
greater rate than other casino states. In terms of
combined property and income taxes, four states,
lowa, South Dakota, lllinois and Indiana, reduced
tax burdens at a faster pace than the rest of the
uU.S.

Data from Table 3.10 suggest that casinos
may have had a modest impact on the reduction of
income taxes but little or no impact on the reduction
of property taxes. However, until states supply
more detail on the collection of casino taxes sepa-
rate from sales tax collections, this proposition can-
not be examined in more detail.

However, it is quite possible that these
states enacted local option sales taxes to replace
property taxes. Data in Table 3.10 suggests that
casinos have, on average, had little impact on the
relative tax burdens of casino counties.

private sector, 1997-2000
Wages Jobs

1997
0.2%
2.9%
2.4%
8.4%
2.4%
1.3%
1.3%
3.8%
2.9%
3.2%

1997
0.1%
2.2%
2.6%
7.8%
2.2%
1.7%
1.2%
2.7%
2.4%
3.1%

2000
0.2%
2.2%
2.6%
7.6%
2.2%
1.7%
1.5%
2.9%
2.1%
3.0%

2000
0.2%
2.8%
2.5%
8.3%
2.1%
1.4%

Colorado
lowa
Indiana
Louisiana
Michigan
Missouri
1.5%
4.2%
2.7%
3.0%

Mississippi
New Jersey
Nevada

all casino

counties

4.5% 4.1% 4.1% 4.0%

Table 3.10: Change in taxes as a percent of income 1995-99

Property Income Property
Taxes Taxes & Income
lowa -11.1% -9.1% -10.3%
South Dakota -9.2% 0.0% -9.2%
Illinois -7.0% 3.3% -3.8%
Indiana 7.4% -9.6% -1.0%
Mississippi -5.9% 8.2% -0.5%
Colorado -9.0% 11.7% 0.2%
New Jersey -4.5% 14.0% 0.5%
Nevada 3.1% 0.0% 3.1%
Louisiana 0.8% 11.9% 5.9%
Missouri 6.2% 8.4% 7.4%
Michigan n.a. n.a. n.a.
All casino states -5.3% 6.1% -0.7%
u.s. -5.5% 6.5% -0.6%

Note: Nevadaand South Dakota do not levy an income tax;
Michigan casinos were not opened until 1999
Source: U.S. Census Bureau

Conclusions
Tax, wage and employment data suggest

that casinos have had little impact on the relative
size of government or on relative tax burdens.
Furthermore, there is evidence that at least some
states have increased sales taxes in order to pro-
vide property tax relief. For example, in December,
2001, Pottawattamie approved additional sale taxes
in the form of local option taxes. Data indicate that
casino tax collections have done little to reduce the
tax burden for Pottawattamie County residents.
The government sector, both local and state, &-
panded relative to other casino counties and to the
u.S.

Twenty-three of lowa’s 99 counties, and all
of its casino counties now have a local option sales
tax. Thus it appears that increasingly lowa relied
on local option sales taxes to fund government
services previously paid for with property taxes.



Chapter 4: Micro Impacts of an Omaha, Nebraska Casino

Introduction
Chapter 3 provided an overview of the im-

pact of commercial casinos across the U.S.
Chapter 4 examines the impact of a Omaha, Ne-
braska casino on the City of Omaha and the State
of Nebraska.

The objective of this portion of the study is
to monetarily quantify these impacts in the form of
tax receipts, jobs, income, and tax payments to the
community. Particular attention is devoted to iden-
tifying revenues that come from out-of-state. From
an economic perspective, these sources represent
new dollars in the area’s economy and are thus
very powerful in generating jobs and income for the
region. Institutions funded primarily by dollars gen-
erated from within Omaha have less economic im-
pacts since a high proportion of these dollars are
diverted from other industries in the area.

One of the most important issues facing
voters and policymakers regarding the legalization
and creation of casinos in the state is the assess-
ment of the economic and social consequences of
the casino.

Casino spending emanating from casino
visitors attracts other firms and individuals to the
region and generates new jobs
and income for firms already
resident in the region. However,
as presented in the last chapter,
increased spending by consumers
at casinos comes partially at the ex-
pense of spending in other areas
of the local economy. The next
section of this chapter supplies an overview of m-
pact assessment.

Impact Assessment

Since the early 1980s, one of the most fre-
qguent applications of economic tools to arts, cul-
ture, and entertainment has been economic impact
analysis. The focus of such studies has been to
convince policy makers and the general public that
the event or facility should be supported, not only
for the social and recreational value, but also for

increased spending by
consumers at casinos comes
partially at the expense of

spending in other areas of the
local economy.

the direct and indirect economic contributions to the
area.

However, the assessment of the impact of
a casino is fraught with problems. These problems
center on measurement issues and include the
proper treatment of the casino’s induced spending
by local residents, the extent to which the casino
diverts spending from established local businesses
and attractions, and the isolation of spending
drawn to the area by other activities.”

Despite these difficulties, the Council of
State Governments contends that communities
should undertake economic impact analysis to &-
sess the costs and benefits of retaining or creating
an existing event/business/casino(Council of State
Governments, 1989). In addition to estimating the
impact of an event or business, the analysis can be
used to tailor casino operations to the needs of the
area and to insure that the casino is consistent with
the overall economic development plan of the
community or state.

However, due to the rapid growth of casi-
nos and to the belief that their state should remain
competitive, policymakers in many states and lo-
calities have legalized casinos and created a gam-
ing environment not well grounded in economic
theory or empirical
evidence.

According to the
Council of State Govern-
ments, the presence of
interstate impacts, as with
the casino, necessitates
the development of new
models of assessment to more properly evaluate
the impact on the locality where the casino re-
sides.®

ZAlthough a single event or a yearly event can have ne
tional or even international interest, the geographic scope of its draw
might be relatively limited. McHone (1999), in a study of an Orlando
Art Exhibition, determined that 57% of the attendees were loca resi-
dents, 29% came from other places within Florida, and the remaining
14% were from outside the state.

|t is quite likely, for example, that a significant proportion
of casino visitorswould obtain lodging in nearby Council Bluffs, lowa



At the same time that citizens are asking
public officials to be more proactive in economic
development, they are holding public officials to a
higher level of fiduciary responsibility regarding tax
dollars. But given this increased accountability,
why have states been slow to adopt evaluation
methodologies to casinos?
According to Bartik (1991),
the following represent the
primary reasons that states
do not use systematic or
structured evaluation pro-
grams:

Good evaluations are expensive.

represents new

Findings from analyses are available to states

and localities not paying for the assessment.

Negative evaluations are sometimes used
to kill an event, whereas positive evalua-
tions are often discounted by critics.
Obtaining reliable data to produce accurate
estimates of both costs and benefits is diffi-
cult and fraught with ambiguity.

The time frame over which the benefits are
derived and costs incurred is difficult to
gauge. Evaluations are simply snapshots
of the effect of policy at a particular time
with future changes not considered.

The breadth or diversity of initiatives pre-
vents a systematic or structured evaluation
approach. For example, projects usually
have different objectives, diverse time-
scales and take effect in different ways.

Types of
Economic Impacts

The estimation methodology that follows
makes a distinction between destination gambling
(riverboats and resorts), which generates local jobs
and economic development, and "convenience
gambling” (the video poker machine tucked in the
corner of a gasoline service station) which does
not.

Casinos funded primarily by dollars gener-
ated from Nebraska residents have less economic

From an economic perspective,
spending by non-Omaha residents

impact than a casino that brings new dollars to the
Destination casino revenues are more pow-
erful than revenues of firms that deal in intra-state
commerce in terms of job and income creation
since a high share of casino revenues are not offset
by reduced spending in other Omaha industries.
Moreover, by making the
nation more aware of
Omaha and Nebraska, a
casino can contribute to the
overall growth of commu-
nity economic activity.

Economic impacts
can be divided into direct, indirect and induced im-
pacts. The most obvious direct impact of the @-
sino on the economy comes in the form of salaries
to those who work at the casino, and in the form of
purchases of supplies from vendors in the region.
Indirect impacts come from expenditures by these
vendors to their suppliers. Employees of the sup-
plying firms spend their wages and salaries in the
Omaha area. This re-spending creates what are
termed induced impacts.

Economic impacts identified in this study
are short-run in nature and represent annual, recur-
ring events. No attempt is made to identify and
quantify intangible factors, such as work force ce-
velopment and knowledge enhancement.

The impact of Omaha MSA casinos comes
in the following forms:

area.

dollars for the

area’s economy and are thus very
powerful in generating jobs and in-
come for the area.

1. displacement of other local gam-
bling (e.g., reduce Omaha resi-
dents’ spending on lotteries),

2. displacement of other local spend-
ing, (e.g. reduce Omaha residents’
spending at local theatres)

3. increase in local spending in local
market (e.g. reduce gambling dol-
lars flowing to Kansas City)

4, increase in non-Omaha resident
spending in Omaha (e.g. increase
spending by Minnesota residents
at Omaha casinos)



Of the few studies that have tried to assign
proportions to the above categories, two impact
studies of proposed gambling centers in Chicago
and Michigan (Deloitte-Touche 1992, 1995) esti-
mated each factor. Table 4.1 summarizes the find-
ings from the Deloitte-Touche studies.

They concluded that of the above four
sources of impacts, the increase in non-resident
spending in the local area was the largest produc-
ing 59% to 62% of all impacts. They concluded
that a reduction in local resident casino spending in
distant markets accounted for a further 22% to 25%
of the total impact. The researchers calculated that
casino spending resulted in displacement of other
forms of gambling (lotteries) for another 11% to

Table 4.1: Impact of casinos on local area

Share
Typeof impact of impact

1. reduce local residents’ spending on 11% - 13%
other local forms of gambling (e.g. lot-
teries)

2.reduce Omaharesidents’ spending at 3% - 5%
local theatres

3. reduce gambling dollars flowing to 22% - 25%
Kansas City

4. increase spending by residents from 59% - 62%
other state on Omaha gambling serv-

ices

Source: Deloitte-Touche study of Chicago casinos (1992
and 1995)

13% of the total impact. Finally, Deloitte and
Touche estimated that casino spending displaced
between 3% and 5% of other entertainment and
recreation spending.

Deloitte-Touche’s estimations stress the
fact that the vast majority of
displacement is not of local
demand but an increase in
tourist demand or import sub-
stitution. Of course, the larger
the latter, the more favorable the impact of the ca-

pact

The three most common types of im-

models are economic base,

econometric and input-output (I-O).

sino would have. Alternative estimations have
turned these figures around by assuming a far
lower level of import substitution and a far higher
level of displacement of tourist and local demand
(Ryan, Connor, and Spreyer 1990).

Finally, it should be noted that the impact
and intensity of displacement is likely to be subject
to a distance-decay effect. That is, research has
shown that many casinos tend to draw heavily from
other Arts, Entertainment & Recreation industries
close by with less impact on this industry in more
distant communities (Grinols and Omorov 1996;
Przybylski and Littlepage 1997). This suggests a
localization of impacts that is also likely to charac-
terize displacement (category 1 & 2 of Table 4.1).
This, of course, means lower impacts.

However, it should also be noted that while
geographical proximity is important for localized
impacts, when it comes to interregional competition
for gambling markets, distance does not seem to
be an issue. Shonkwiler (1993), for example, has
estimated that despite 2,500 miles separating A-
lantic City from Nevada, the introduction of gam-
bling at Atlantic City reduced casino revenues by
10% in Las Vegas.

Thus past research has shown that com-
petition does matter. In the present context, this
means that the introduction of casino gaming in
Omaha Nebraska could have potentially large and
negative impacts on casino revenues for casinos in
Council Bluffs, lowa. However, the ultimate degree
of success of an Omaha, Nebraska casino depends
on the casino’s ability to draw gambler’s from out-
side the area.

Description of Input-Output
Multipliers Used

Alternative Techniques: Many types of
public and private-
sector decisions
quire an evaluation of
probable regional
effects. Since

economic, this require-

re-

im-
portant impacts are often
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ment has created a need for regional economic
impact models. The three most common types of
impact models are economic base, econometric,
and input-output (I-O).

Two of the three impact models have n-
herent disadvantages that markedly reduce their
viability for estimating the impact of a Omaha, Ne-
braska casino.

Economic Base Model.
base model divides the economy into two sectors--
the local/service sector and the export sector. The
economic base multiplier is an average for all the
economy making it impossible to distinguish, for
example, the impact of a casino from that of a new
manufacturing plant.

Econometric Models.
have two major weaknesses.
data used in constructing
econometric models are of-
ten unavailable at the state
and metropolitan area level,
thus precluding county
analysis. This is especially
true for rural counties and for
counties with small popula-
tions. Second, econometric models are costly to
build and maintain.

Input-Output (I-O) Models. [-O models are
the most frequently used type of analysis tool for
economic impact assessment. Input-output is a
simple general equilibrium approach based on an
accounting system of injections and leakages. h-
put-output analysis assumes that each sector pur-
chases supplies from other sectors and then sells
its output to other sectors and/or final consumers.

Historically, high costs precluded the ex-
tensive use of I-O models in regional impact analy-
sis. For example, approximately $250,000 was
expended over a five-year period for the collection

The economic

Econometric models
First, the time series

Input-Output

and processing of data for a 500-industry Philadel-
phia I-O study. However, with the advent of "ready-
made" multipliers produced by third parties, such as
the U.S. Forestry Service, I-O multipliers became a
much more viable option for performing impact
analysis.

IMPLAN and RIMS (Regional
Modeling Sys-

tem) are two of the most

widely used multiplier models.

All purely non-survey techniques or "ready-
made" multipliers take a national I-O table as a first
approximation of regional inter-industry relation-
ships. The national table is then made region spe-
cific by removing those input requirements that are
not produced in the region. This reduces the costs
analysis costs substantially. The next section pro-
vides an overview of Input-Output analysis.

Input-Output Models:
A Preferred Methodology

Input-output systems were originally devel-
oped by Wassily Leontief (1941) to assist in plan-
ning a national economy. Input-output represents
an effective method for depicting and investigating
the underlying processes that bind industries of a
region. It provides a technique to project into the
future the magnitude of impor-
tant additions or injections into
the local economy.

Input-output systems
are composed of three basic
tables. The first, the Transac-
tions Table, traces inter-industry
sales and purchases within a
defined region. The next table, the Direct Re-
quirements Table, answers the question, "If a cer-
tain dollar value of intermediate requirements is
present for a total dollar value of gross output, what
are the intermediate requirements for each industry
per dollar of gross output?" The manipulation of
these two tables results in the final and most m-
portant of the tables, the Industrial Multiplier Table.
The multiplier table is then used to calculate overall
impacts.

Chief problems involved in the use of mul-
tipliers are:

B Selection of industries. For which indus-
tries will impacts be estimated? The selection is
generally dictated by definitions used by govern-
ment agencies that collect the data. For example,
most government data do not distinguish employ-
ment in a casino from that in a museum. For the

casino, the U.S. Census Bureau places employ-
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ment, revenue and earnings in the Arts, Entertain-
ment & Recreation industry.

B Selection of a region. Again, govem-
ment agencies collect aggregate data by county,
thus requiring the analysis to take place at the
county level or combination of counties. Most de-
velopers of "ready-made" multipliers use the
County Business Patterns as the primary data
For this analysis, the study area is defined
as Cass, Douglas, Sarpy and Washington Coun-
ties in Nebraska and Pottawattamie County in lowa.

source.

Major assumptions of the 1-O model:
Constant production coefficients. For &-
ample it is assumed that "x" dollars of new
revenues from the casino will produce "y"
dollars of output regardless of the scale of
operations. In other words, the I-O model
assumes constant returns to scale.
Government purchases or federal contracts
and grants represent changes in final c-
mand. That is, government spending is
considered an injection into the region.
Constant technological relationships be-
tween inputs and outputs. Thus I-O multi-
pliers assume that technology remains the
same between the time the multipliers are
calculated and the period for which impacts
are estimated.

Old purchasing patterns are the same as
new purchasing patterns.
Thus, it is assumed that pur-
chasing patterns between the
casino and its suppliers re-
main the same over the period
of analysis.

No supply constraints. I-O
models do not take into con-
sideration the problem of
finding an adequate supply of
workers for the casino. %’

tipliers.

Z"Bartik (1991) estimated that 75% of the net new jobs re-
sulting from a business expansion or business relocation go to in-
migrants. Likewise, a loss in a job results in an out-migration of the
worker and hig’her family.

Due to their documented
effectiveness
tively low cost, the I-O
multipliers used
study are the Implan mul-

Despite their weaknesses and somewhat
restrictive assumptions, I-O multipliers are the most
often used methodology for impact analysis. Due
to their documented effectiveness and relatively low
cost, the I-O multipliers used in this study are those
produced by the U.S. Forestry Service and mar-
keted by the Minnesota IMPLAN Group Inc. The
next section describes these multipliers.

IMPLAN Multipliers
The Forestry Service of the U.S. Depart-

ment of Agriculture developed the IMPLAN multipli-
ers in the 1980s (U.S. Forest Service, 1985). For
very populous areas, IMPLAN divides the economy
into 528 industrial sectors. Industries that do not
exist in the region are automatically eliminated
during user construction of the model (e.g. coal
mining in Baton Rouge). IMPLAN uses an indus-
try-based methodology to derive its input-out coeffi-
cients and multipliers. Primary sources for data are
County Business Patterns data and Bureau of Eco-
nomic Analysis data.

Researchers have used IMPLAN to esti-
mate the impact of changes in military spending on
the Washington State economy (Hughes, et. al,
1991). IMPLAN and RIMS (Regional Input-Output
Modeling System) are two of the most widely used
multiplier models. IMPLAN has been compared to
other multiplier systems and found to produce reli-
able estimates Richman and Schwer, 1993). Like-
wise, Crihfield and Camp-
bell (1991), in estimating
the impacts of opening an
automobile assembly plant,
concluded that IMPLAN's
outcomes are, on balance,
somewhat more accurate
than RIMS.

and rela-

in this
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Estimated Economic Impact of an Omaha, Nebraska Casino

Impact of Casino Operation

IMPLAN produces five different sets of multipli-
ers. This study focuses primarily on four of these
multipliers. Descriptions of the four multipliers are
presented in Table 4.2. Output or sales multipliers
typically range between 1.8 and 2.1. This means
every one dollar increase in casino revenues that
comes from outside the area generates another
$.80 to $1.10 in spillover or indirect impacts.

Table 4.2: Multipliers Provided by IMPLAN and Used in This Study

Type of Multiplier Description

Represents the total value of sales generated for all sectors of the
area economy from one dollar's worth of casino revenues

Output Multipliers

Direct, indirect and induced tax effects from each AGR dollar

Tax Multipliers

bling revenue, or AGR, in 2001. The percentages
of AGR produced by slots were 100.0%, 83.1% and
84.6% for Bluffs Run, Harrahs and Ameristar re-
spectively. Interestingly, Ameristar, which had the
highest share of AGR from table games also had
the largest average loss per visit per patron at $51.

Based on data from Table 4.3 and on sur-
vey data from 2001 depicted in Figure 4.1, one can
estimate the likely revenue from visitors to an
Omabha, Nebraska casino.
Estimated revenues and sources
of the revenues are listed in Table
4.4 for the three scenarios.?®

As listed in Table 4.4, total
Omaha metropolitan casino market

Shows the direct, indirect, and induced employee wages and

Wage and Salary

=9 lari ner r AGR dollar
Multipliers salaries generated per AGR dolla

Direct, indirect and induced employment effects from the produc-
tion of one million dollars of new revenue (injection).

Employment Multi-
pliers

The first step in estimating the impact of
the casino is to determine the percentage of visitors
and casino dollars that are new to the area. For the
purposes of this study, it is assumed that casino
spending by Omaha residents would have alterna-
tively been spent in other businesses in the city.

Figure 4.1 compares the attendance pat-
terns for Council Bluffs casino goers in 1996 and
2001 based on two Creighton University surveys.
Based on the most recent survey, 8.3 percent of
casino patrons came from outside of Nebraska and
lowa while 67.7 percent originated from the five
county Omaha Metropolitan area. From an eco-
nomic perspective, revenues from these Omaha
Metropolitan residents have little to no economic
impact on the area unless it is assumed that these
individuals would have alternatively spent these
dollars outside the area.

Table 4.3 summarizes Council Bluffs ca-
sino information. As presented in Table 4.3, the
three casinos in Council Bluffs began operations in
1995 and 1996. Both Harrahs and Ameristar offer
table games while Bluffs Run provides only slot
machine gaming. Combined the three casinos
generated approximately $358 million in net gam-

is $404 million for scenario 1, $491
million for scenario 2 and $593
million for scenario 3. It is
assumed that each casino will
receive 25 percent of total AGR.
This results in an estimated AGR for the Omaha,
Nebraska casino of $101.1 million for scenario 1,
$122.7 for scenario 2 and $146.3 million for sce-
nario 3. Note that each of these estimates ap-
proximates the average AGR for the three existing
casinos of $119.5 million.

Figure 4.1: Origin of Council Bluffs casino patrons

80.0%
70.0%

I 1996
O3 2001

60.0%

50.0%

40.0%

30.0%

20.0%

Out-of-state Omaha MSA Rest of IA Rest of NE

0.0%

Source: Creighton surveys 1996 and 2001

285cenario 1---assumes that the new casino adds the current
average number of slot machines and tables in Council Bluffs. In
other words, it assumes that on net there will be no new slots or tables
in Omaha Metro area. Scenario 2----assumesthat the new casino adds
the national average number of dots but with no tables. Scenario 3----
assumes that the new casino adds the national average number of slots
and tablesto the area casino mix.
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Table 4.3: Council Bluffs Casinos

Date began operation
Number of table games
Number of slots

Casino square footage (in
1996)

Number of employees
Slot revenue

Table revenue

Percent revenue from slots
Admissions

Average loss per visit
Adjusted Gross Revenue
City Taxes

County Taxes

State Taxes

Gambler's treatment

Admissions fee tax

Bluffs Run

March 15, 1995
0

1,500

35,200
866

$125,935,703

100.0%
3,278,837
$38
$125,935,703
$629,679
$629,679
$35,493,546
$377,807

$1,639,419

Harrah's

Jan. 1, 1996
34

1,224

28,006
1,237
$92,683,057
$18,905,007
83.1%
2,471,632
$45
$111,588,064
$557,941
$557,941
$20,166,966
$334,764

$407,198

Ameristar

Jan. 19, 1996
45

1,510

38,040
1,253
$102,267,364
$18,677,581
84.6%
2,381,298
$51
$120,944,945
$604,724
$604,724
$22,266,705
$362,835

$407,198

Total

79

4,234

101,246
3,356
$320,886,124
$37,582,588
89.5%
8,131,767
$44
$358,468,712
$1,792,344
$1,792,344
$77,927,217
$1,075,406

$2,453,815



Total regional AGR (3 current casinos + Omaha, NE casino)
Omaha, Nebraska casino AGR
Casino revenue from outside Omaha

Casino revenue from Nebraska residents from outside Omaha

Table 4.4: Estimated revenues for new Omaha, Nebraska casino (2001 dollars)

Slots =1,008
Tables = 20

Scenario 1

$404,355,045
$101,088,761
$30,023,362

$13,849,160

Slots = 1,297
Tables =0

Scenario 2

$491,042,779
$122,760,695
$36,459,926

$16,818,215

Slots = 1,297
Tables =53

Scenario 3

$593,343,240
$148,335,810
$44,055,736

$20,322,006

Table 4.5: Assumptions for Omaha, Nebraska casino (all $s denominated in 2003)

Scenario 1 Scenario 2 Scenario 3
First year of operation 2004 2004 2004
Number of table games 20 0 53
Number of slots 1,008 1,297 1,297
Casino square footage 48,552 48,552 48,552
Number of casino employees 1,013 1,230 1,487

Adjusted Gross Receipts $101,088,761  $122,760,695
Gambling tax rate applied to AGR 19.7% 19.7%

Gross gambling tax collections $19,914,486 $24,183,857

Percent of AGR from outside IA & NE® 8.3% 8.3%
Percent of AGR from lowa outside Pottawatamie® 10.3% 10.3%
Percent of AGR from Nebraska outside Omaha® 13.7% 13.7%
Percent of AGR from metro Omaha® 67.7% 67.7%

4Based on 2001 Creighton University Survey

$148,335,810
19.7%
$29,222,155
8.3%
10.3%
13.7%

67.7%
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Applying the percentages from the Creigh-
ton visitation surveys listed in Figure 4.1 produces
estimated casino revenues from outside the metro-
politan area of $30.0 million, $36.5 million and
$44.1 million for scenario 1, 2 and 3 respectively.

A large portion of this AGR comes from
Nebraska citizens from outside of Omaha. It is es-
timated that roughly $13.8 million, $16.8 million and
$20.3 million for scenarios 1, 2 and 3 respectively,
come from residents of Nebraska outside of
Omabha.

Using estimated revenues from Table 4.4
along with the assumptions listed in Table 4.5, es-
timated impacts on operations are produced from
the multiplier analysis. These estimates are listed
in Table 4.6. As presented the total number of jobs
supported each year by the casino (direct and indi-
rect) range from 830 jobs for scenario 1 to 1,218 for

In terms of taxes, an Omaha, Nebraska
casino would generate significant amounts of taxes.
First, the casino would produce gambling taxes. In
this case, it assumed that the tax on net gambling
revenues will be the same as the current lowa rate
of roughly 19.7 percent. Thus, it is estimated that
the casino will produce gaming tax collections be-
tween $19.9 million and $29.2 million each year.
Additionally, the casino will expand the collections
of income and sales taxes between $2.4 million and
$3.6 million.

Table 4.7 details non-casino tax collections
produced by the casino. These tax collection esti-
mates result from income tax collections from @-
sino employees, etc.

Table 4.8 lists sales, wages & salaries and
jobs impacts of the casino by detailed industry for
scenario 2. As expected, a high percentage, -
proximately 75 percent of the jobs are created in

Table 4.6: Direct & indirect (spillover) impact of casino operation on Omaha (2003

scenario 3. It is estimated that the casino will in-

dollars)
Scenario 1

Jobs supported 830
Sales $48,096,272
Wages & Salaries $14,386,021
Taxes on gambling® $19,914,486
Taxes---Other state & $2,434,449
local taxes
Regulation costs $381,257

Scenario 2 Scenario 3
1,008 1,218
$58,407,403 $70,575,596
$17,470,173 $21,109,784
$24,183,857 $29,222,155
$2,956,360 $3,572,267
$394,937 $411,082

#Taxes on gambling include: city tax, county tax, gambler’s treatment fee, state tax and
admissionsfee (total = 19.7% ). Rateisequivalent to the average | owatax rate on Har-
rah’sand Ameristar AGR for 2001. Regulation costs are based on | owa’s 2001 costs.

crease yearly sales in the area from $48.1 million
for scenario 1 to $70.6 million for scenario 3 and
will expand area wages and salaries from $14.3
million for scenario 1 to $21.1 million for scenario 3.

the Entertainment & Recreation Industry.

The local Real Estate industry is the sec-
ond leading beneficiary of Omaha casino develop-
ment with $2.75 million in yearly revenue and 11
jobs supported by casino operation each year. The
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area’s retail sector is also a major beneficiary of
casino operation with an additional 59 jobs and ap-
proximately $1.0 million in yearly wages and sala-
ries supported indirectly each year by casino -
erations.

Table 4.7: Direct & indirect impact on non-casino tax collections

Scenario 1 Scenario 2 Scenario 3

Corporate Profits Tax $78,737 $95,617 $115,537
Dividends $769 $934 $1,128
Indirect Bus Tax: Motor Vehicle Lic $16,794 $20,394 $24,643
Indirect Bus Tax: Other Taxes $70,408 $85,503 $103,316
Indirect Bus Tax: Property Tax $868,921 $1,055,205 $1,275,039
Indirect Bus Tax: S/L NonTaxes $128,389 $155,914 $188,396
Indirect Bus Tax: Sales Tax $844,584 $1,025,650 $1,239,327
Indirect Bus Tax: Severance Tax $496 $602 $728
Personal Tax: Estate and Gift Tax $0 $0 $0
Personal Tax: Income Tax $354,627 $430,654 $520,373
Personal Tax: Motor Vehicle License $24,445 $29,685 $35,870
Personal Tax: NonTaxes (Fines- Fees $15,128 $18,372 $22,199
Personal Tax: Other Tax (Fish/Hunt) $9,230 $11,209 $13,544
Personal Tax: Property Taxes $10,587 $12,856 $15,535
Social Ins Tax- Employee Contribution $2,244 $2,725 $3,292
Social Ins Tax- Employer Contribution $9,092 $11,041 $13,342

Total state & local taxes $2,434,449 $2,956,360 $3,572,267




Table 4..7: Impact of casino operation by industry scenario 2

Sales Wages & Salaries Jobs
Recreation services (AGG) $33,281,202 $10,822,732 758
Real estate (AGG) $2,751,094 $138,846) 11
Retail Trade (AGG) $2,397,502 $1,020,825 59
Business services (AGG) $2,136,521 $971,939 43
Health services (AGG) $1,817,891 $993,935) 24
Wholesale Trade $1,040,900 $401,329 9
Banking $938,819 $190,999 5
Professional services (AGG) $884,263 $367,146] 15
Construction (AGG) $859,439 $333,889 10
Communications (AGG) $813,348 $185,054] 3
State & local non-ed government (AGG) $796,239 $134,688 2
Food processing (AGG) $489,239 $70,708 2
Printing and publishing (AGG) $467,636 $163,702] 4
Insurance Carriers $455,723 $160,213 3
Motor Freight Transport and Warehousing $435,439 $124,685) 3
Automotive services (AGG) $378,888 $96,471 5
Legal Services $341,099 $147,383 3
Utilities (AGG) $303,733 $27,419 0
Social services (AGG) $276,345 $134,133 5
Personal services (AGG) $243,886 $79,540 8
Education services (AGG) $207,005 $113,479 5
Federal non-military (AGG) $202,784 $139,135 2
Hotels and Lodging Places $199,319 $78,078 4
Security and Commodity Brokers $193,006 $105,500) 2
Non-profit organizations (AGG) $153,319 $108,886) 5
Credit Agencies $141,997 $84,962 3
Repair services (AGG) $108,979 $22,095 2
Chemicals and allied (AGG) $100,394 $21,137 0
Ag Services (AGG) $98,624 $24,616 3
Insurance Agents and Brokers $77,933 $35,035 1
Motion Pictures $62,873 $10,307 1
Air Transportation $58,797 $24,560 1
Apparel (AGG) $44,970 $10,900 0
Transportation equipment (AGG) $43,564 $6,194] 0
Railroads and Related Services $40,717 $16,670 0
Local, Interurban Passenger Transit $40,564 $16,924 1
Scientific instruments (AGG) $39,030 $9,913 0
Electrical equipment (AGG) $37,525 $7,484 0
Farms (AGG) $36,972 $2,300 0
Furniture (AGG) $34,333 $10,340 0
Pulp and paper (AGG) $27,695 $6,150] 0
Transportation Services (AGG) $20,334 $9,344] 0
Domestic Services $19,240 $19,240 2
Instutitions (AGG) $5,210,822 $0 0
All Other Industries $97,406 $21,286 1
Total $58,407,403 $17,470,173 1,008




Impact of casino operation on Nebraska
outside of Omaha. As presented in Figure 4.1,
13.7 percent of Council Bluffs casino patrons in
2001 resided in Nebraska outside of Omaha. From
an economic standpoint, spending by these indi-

viduals in Omaha would have a negative impact on
their community. It is estimated, based on past
patterns, the direct spending would range between
$13.8 for scenario 1 to $20.3 for scenario 3. Table
4.10 presents estimated losses to the rest of Ne-
braska.

Table 4.9: Direct & indirect (spillover) impact of casino op-

eration on Nebraska outside of Omaha (2003 dollars)

Scenario 1 Scenario 2 Scenario 3
Jobs lost 504.4 612.5 740.1
Sales lost $20,366,646 $24,732,961 $29,885,649
Wages & $5,197,009 $6,311,773 $7,625,997

salaries
lost

This means that for the state of Nebraska,
the casino would add from 326 to 478 jobs, $9.2
million to 13.5 million in wages/salaries and be-
tween $27.7 million and $40.7 million in sales.

These estimates do not include the eco-
nomic impacts of the construction of the casino on
the area. The next section presents the estimated
impact of the construction of the casino.

Impact of Casino Construction

In the subsequent estimates, it assumed
that size of the casino is the average for the U.S.
The average size of a U.S. casino constructed in
the 1990s was 48,552 square feet with a cost of
$122.8 million (2003 dollars).

Table 4.8 lists overall impacts of casino
construction on the Omaha area. As presented,
the casino construction is expected to support
2,357 jobs (both indirect and direct), $245.0 million
in sales, $74.1 million in wages and salaries and
$23.0 million in taxes. These impacts are
achieved over the life of the construction of the
project. Thus, if construction takes two years, the
yearly impacts are those contained in Table 4.8
divided by two. In other words, a two year casino
construction project would support 1,176 jobs per
year.

Table 4.11 provides detailed industry m-
pacts for casino construction. In terms of spillover
impacts according to these estimates, casino con-
struction produces $100 million in sales, 1,234 in
jobs and $35 million in wages and salaries over the
life of the construction project.

Table 4.10: Direct & Indirect (spillover) impact of

casino construction

Jobs supported 2,357

Sales $245,022,592
Wages & Salaries $74,136,475
Taxes (state & local taxes) $23,005,355

Note that impacts are over the life of the project (not
yearly)




Table 4.11: Detailed industry impacts of casino construction

Domestic Services

Petroleum products (AGG)
Transportation Services (AGG)
Farms (AGG)

Pulp and paper (AGG)

Local, Interurban Passenger
Motion Pictures

Transportation equipment (AGG)
Apparel (AGG)

Air Transportation

Railroads and Related Services
Industrial machinery (AGG)
Stone, glass and clay (AGG)
Repair services (AGG)
Insurance Agents and Brokers
Scientific instruments (AGG)
Ag Services (AGG)

Chemicals and allied (AGG)
Fabricated metal (AGG)
Non-profit organizations (AGG)
Printing and publishing (AGG)
Furniture (AGG)

Credit Agencies

Federal non-military (AGG)
Wood products (AGG)

Hotels and Lodging Places
Education services (AGG)
Personal services (AGG)
Security and Commodity Brokers
Electrical equipment (AGG)
Utilities (AGG)

Recreation services (AGG)
Social services (AGG)
Automotive services (AGG)

Legal Services
Food processing (AGG)

State & local non-ed government
Insurance Carriers
Communications (AGG)
Motor Freight Transport and
Banking

Business services (AGG)
Health services (AGG)

Real estate (AGG)
Wholesale Trade
Professional services (AGG)
Retail Trade (AGG)
Construction (AGG)

All other industries

Total

Sales
$79,847
$84,365
$94,606

$124,362
$143,292
$165,020
$188,207
$217,339
$221,752
$255,576
$263,575
$305,369
$326,504
$341,455
$396,060
$424,648
$447,715
$473,373
$538,273
$548,334
$611,193
$628,054
$758,828
$787,454
$806,155
$821,309
$858,866
$880,339
$919,067
$984,439
$986,912
$1,005,934
$1,150,316
$1,448,872
$1,482,147
$1,727,069

$2,278,160
$2,316,023
$2,656,161
$3,614,125
$4,311,053
$6,530,383
$7,541,155
$8,966,051
$10,118,194
$14,357,665
$14,767,019
$145,901,120
$168,860
$245,022,592

Jobs
7.6
0.2
1.4
0.9
0.7
4.0
2.5

2.2
2.7
13
2.1
21
5.0
7.1
2.3
13.4
19
3.0
20.9
4.9
4.7
155
8.8
7.2
16.4
21.8
26.1
10.2
3.6
14
22.0
22.9
16.2
145
6.6
6.8
14.2
101
28.7
20.7
132.4
98.6
28.2
91.5
172.5
344.7
1122.8
10
2357.3

Wages &
Salaries
$79,847

$5,576
$44,397
$6,574
$31,824
$68,850
$30,854
$32,389
$56,257
$106,757
$107,914
$107,756
$98,774
$69,574
$178,050
$108,087
$111,710
$97,482
$107,921
$381,909
$207,790
$180,507
$454,036
$519,109
$230,663
$321,725
$473,800
$268,164
$502,375
$198,803
$85,921
$299,875
$558,694
$355,630

$640,412
$247,008

$409,281
$814,219
$580,523
$1,034,879
$877,067
$3,140,533
$4,123,120
$358,244
$3,901,171
$5,703,540
$6,363,936
$39,419,192
$33,758
$74,136,475




Chapter 5: Social Cost of Gambling

Introduction

Casino gambling is not strictly an economic
issue. In addition to economic gains and losses,
casinos produce impacts on the social fabric of the
area. Therefore, to more accurately assess the
total impact of casinos, one must distinguish be-
tween economic profitability and social viability.

Twenty-five years ago, legalized gambling
was confined to Nevada, Atlantic City, New Jersey,
a few race tracks, and two or three state lotteries.
Since then, the U.S. has added almost 400 casi-
nos to the gambling landscape.
Certainly this expansion has
had an impact on the social
costs of gambling. Much of the
research examining the social
costs have focused on the
problem or pathological gam-
bler.

A study by the National Opinion Research
Center at the University of Chicago found that
pathological gamblers generate 15% of the indus-
try's gross revenues and that each gambler costs
society around $12,000 over his/her lifetime. Their
report makes a distinction between destination
gambling (riverboats and resorts), which generates
local jobs and economic development, and "con-
venience gambling” such as a video poker machine
at a service station which does not. The commis-
sion recommends a rollback in convenience gam-
bling operations. It also recommends undertaking
new studies on the relationship between gambling
and various social problems, such as bankruptcy,
divorce, domestic violence, suicide and crime.

The 1999 National Gambling Impact Study
Commission estimated that of the 125 million
Americans who gamble at least once a year, -
proximately 7.5 million have some form of gambling

[it has been estimated] that
one percent of lowans, or be- It

tween 10,300 and 30,900, are
pathological gamblers.

problem with another 15 million "at risk" of devel-
oping a gambling problem.

A study completed by the lowa Department
of Human Services estimated that one percent of
lowans, or between 10,300 and 30,900, were
pathological gamblers. But in a 1995 lowa study,
its was concluded that the rate of pathological
gambling was 3.3 percent. They calculated that
problem and pathological gamblers lose $3,600
annually to gambling with half of that loss coming
from casino gambling.

The National Gambling Impact Study
Commission has recommended a pause in the ex-
pansion of gambling in order to assess the social
impacts of recent rapid expansions in gambling
availability. The report estimates that roughly 3
million American adults have had a pathological
gambling problem at some
point in their lives.
is expected that
pathological gambling and
even moderate gambling will
have an impact on
sociological parameters
defining an areas. This chapter provides an over-
view of the likely social impacts of an additional
casino in the Omaha Metropolitan area.

Since casino gambling is already available
in the Omaha metropolitan area, the research issue
is to estimate the social impact of additional casino
gambling on the area. The goal of this chapter is
to examine three of parameters: 1) Crime rates, 2)
Powerty rates and, 3) Divorce rates.

Gambling and Crime

Opponents of casino development often
claim that gambling development leads to an in-
crease in community criminal activity. It is alleged
that problem gamblers are more likely than the
general population to commit crimes and face m-
prisonment. A study by the National Opinion Re-
search Center at the University of Chicago esti-
mates that problem gambling costs society $5 bil-
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lion in jobless benefits, increased levels of crime
and incarceration, and medical treatment.

The Research Division of the University of
Colorado compared crime levels before, during,
and after the initiation of gaming in three rural Colo-
rado towns - Black Hawk, Central City and Cripple
Creek. The researchers found that while totals
have increased in some offense categories, crime
is not proportional to the numbers of tourists visit-
ing. They concluded that it was not clear whether
gaming behavior produced increases in crime or
whether crime increases were simply the result of
huge increases in tourist visits to towns.

The perception that crime would follow
gambling was also demonstrated in a survey of
residents of two Massachusetts towns considering
hotel/casino projects (Pizam and Pokela 1985).
Residents said they expected increases in drug
availability, prostitution, organized crime, theft, and
violent crimes if gaming was
allowed. These sentiments
are not unique but reflect
broader societal concerns
about the linkages between
gambling and crime.
Friedman, Hakim,
Weinblatt (1989)
demonstrated in a study of
Atlantic City gaming that "violent crimes are on the
average 78% higher, burglaries 41%, vehicle thefts
30%, and larcenies 3%" after casinos opened.
Moreover, The researchers found that these crime
effects spilled over into the region, affecting com-
munities that received few of the economic benefits
of gaming development.

Similarly, Albanese (1985) found a strong
correlation between the number of casinos and -
tal crimes in Atlantic City in seven crime categories
(murder, forcible rape, robbery, aggravated assault,

pact

and

burglary, larceny, and motor vehicle theft). How-
ever, the authors suggested that these increases
were offset by huge increases in average daily
populations visiting the casino city. In other words,
even though raw totals of crimes had increased,
people were somewhat less likely to be victimized

The 1999 National Gambling Im-
Study Commission
mated that of the 125 million
Americans who gamble at least

once a year, approximately 7.5
million have some form of gam-
bling problem.

since the numbers of tourists visiting the city had
also increased.

Hakim and Buck (1989), however, noted
that even if tourists were less likely to be involved in
a crime, the local community still carried the cost
for services that accompanied increases in crime,
such as the added costs of police protection. One
should also include in this estimate the potential
costs of increased court activities, imprisonment,
and associated administrative functions of local and
regional governments.

All communities interested in gaming are
attracted by the economic benefits, but all are also
wary of the potential tangible and intangible costs
of crime. Tourists’ personal experiences or obser-

vations regarding crime close to a casino repre-

sent a potential barrier to successful casino opera-
tions.

It is clear from all of these studies that the
relationship between crime
and gambling development
is complex and not
necessarily linear. Even
though state and federal
crime reporting procedures
are usually standardized,
increases in crime may be
the result of a variety of
personal or structural conditions in communities,
including increased tourist visits, more vigilant law
enforcement, an increased number of at-risk prop-
erties (such as hotel rooms), the flow of larger

esti-

Table 5.1: Crimes per 10,000 individuals

Crime Rate
1990 1999 Change 1990-99
All Casino Counties  510.0 428.5 -81.5
uU.S. 582.6 434.7 -147.9

Source: U.S. Census

amounts of money, or more personal opportunities
to be involved in unlawful activities (Roehl 1994;
Albanese 1985).

Table 5.1 shows crime statistics for casino
counties in the U.S. Data indicate that in 1990 the
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crime rate was lower for casino counties than for
non-casino counties. However, the U.S. crime rate
declined more dramatically between 1990 and 1999
for non-casino counties than for casino counties.
Even so, data suggest that casinos have not had a
significant impact on crime statistics.

Table 5.2 lists individual casino county crime
statistics over the decade of the 1990s. Cooper
County, Missouri had the worst experience with
casino operations after casinos were constructed in
the county in 1995. While the county added only
100 jobs between 1995 and 1999, its crime rate
increased dramatically.

Table 5.2: Crime statistics for casino counties

State & Crimes per
County 10,000
population
Lowest 1990 crime rate ~ Missouri Pemiscot 52.0
Highest 1990 crime rate Louisiana New Or- 1246.3
leans
Lowest 1999 crime rate  lowa Clayton 10.1
Highest 1999 crime rate  Louisiana Baton 934.6
Rouge
1990-99 largest dip Louisiana New Or- -469.5
leans
1990-99 largestincrease Missouri Cooper 218.2

Source: U.S. Census

Does increased gambling activity contribute
to greater crime? In order to answer this ques-
tion, county crime activity is modeled against fac-
tors influencing crime. Appendix A.3 lists the k-
sults from this modeling process.

As listed in A.3, income, percent of population
over age 65, and extending gambling credit has a
negative impact on crime rates among counties
with commercial casinos. On the other hand, n-
creases in casino revenues and state limitation of
the number of casinos have a positive impact on
crime rates. Other factors had no statistically sig-
nificant impact on the crime rate.

Table 5.3 lists estimated increases in the
Omaha crime rate for the addition of a casino to the
Nebraska portion of the metro area. According to
estimates for the three scenarios, the crime rate
would be expected to rise by as little as 1.5 percent
or as much as 7.9 percent.

Table 5.3: Estimated Impact of casino on Omaha'’s crime

rate
Number of additional

Percent change in crimes per year per

crime rate 10,000 population
Scenario 1* 1.5% 7.2
Scenario 2 4.5% 20.8
Scenario 3 7.9% 36.8

Source: Model page A.3

'® see Chapter 4 for a definition of each scenario

Gambling and Poverty

It is often argued that gambling revenue is
disproportionately gained at the expense of lower
income individuals. Thus, increases in casino
gambling would be expected to increase the degree
of poverty. On the other hand, gambling is likely to
increase the number of jobs available for low n-
come workers.

As presented in Table 5.4, casino counties
have lower rates of poverty than the U.S. average.

Table 5.4 : Poverty rates-1999

Percent

Below Poverty

u.s. 13.3%

Lowest poverty rate Missouri-St. Charles 4.7%

Highest poverty rate  Missouri-Pemiscot 28.3%

lowa--Pottawattamie 11.2%

Average poverty rate All casino counties 12.0%

Source: U.S. Census Bureau

The lowest poverty rate among casino counties
was St. Charles County, Missouri. Interestingly, the
highest poverty rate among casino counties was
also in Missouri with Pemiscot having the highest
poverty rate of 28.3 percent. The average for all
casino counties was 12.0 percent which was less
that the U.S. poverty rate of 13.3 percent. Potta-
wattamie County’s poverty rate was less than the
U.S. average and less than the average for all ca-
sino counties.
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Does increased gambling activity contribute
to higher poverty rates? In order to answer this
guestion, poverty rates are modeled against factors
influencing poverty. Appendix A.4 lists the results
from this modeling process.

As listed in A.4, higher retail sales, greater
population density, and a higher percent of popula-
tion over age 65 had a positive impact on poverty
rates. No other variable had a statistically signifi-
cant impact on the poverty rate.

While higher casino revenues had a positive
impact on poverty rates, its impact was not statisti-
cally significant. From a statistical standpoint, this
means that there is a high probability that increases
in casino revenues have no impact on poverty
rates. With that said, one can still compute a rela-
tionship between casino revenues and poverty
rates. Table 5.5 lists the change in poverty rates
for each of the three scenarios.

Table 5.5: Estimated Poverty rates for Omaha

Poverty  Addition
Rates to Powerty
Current % below poverty 8.4%
Scenario 1 8.5% 0.10
Scenario 2 8.7% 0.29
Scenario 3 8.9% 0.52

Source: Model from page A.5

Figure 5.1: Divorce rates for Metro Omaha
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Source: Tri-County Human Care Profile 2001, United Way of the Midlands

Not only did divorce rates decline after the
introduction of casinos in the area, they remained
below the U.S. average. Table 5.6 lists divorce
rates for 1998 and 1999 for Metropolitan Omaha
and the U.S. As presented, Metropolitan Omaha
rates were lower than those for the U.S. Both
Omaha and U.S. rates declined by 0.1 between
1998 and 1999.

Table 5.6: Divorce rates, Metro Omahavs. U.S.

1998 1999
Metro Omaha 3.9 3.8
U.S. 4.2 4.1

Source: United Way of the Midlands & U.S. Census

Casinos and Divorce

It is often asserted that a casino places
heightened stress on marriages in the area by n-
creasing pathological or problem gambling. How-
ever, data provided by United Way of the Midlands
Tri-County Human Care Profile 2001 show little
relationship between the openings of the casinos in
Council Bluffs in 1996 and divorces rates in Metro-
politan Omaha. Figure 5.1 shows divorce rates per
1,000 population for the period 1995.

Conclusions
Based on statistical analysis, it is deter-

mined that the addition of an Omaha, Nebraska
casino would increase the crime rate between 1.5
percent to 7.9 percent. Per 10,000 population, this
would mean an increase in the number of reported
crimes ranging from 7.2 to 36.8 per year per 10,000
in population. It is also determined that additions to
casino activity in the area would have little or no
impact on the area’s poverty rate. Furthermore, the
addition of an Omaha, Nebraska casino would
likely have little impact on divorce rates in the area.



Chapter 6: Organization and Regulation of Casinos

Introduction

Gaming states create and maintain regu-
latory boards or commissions to ensure public con-
fidence. In each state, policy-makers created an
independent gaming commission to regulate the
industry. In order to gain public acceptance and
confidence, each state has attempted to ensure
that the gaming commission is independent of the
casino industry. Equally important, the state has
attempted to guarantee that regulators and public
officials are also completely independent of the
gaming industry.

States must maintain strict regulations for
licensing standards and for on-going regulation.
Some specific standards currently common to state
practices include:

Gaming states should try to ensure integrity of
casino operations by enforcing strict regulation.
A gaming license must be specifically desig-
nated as a revocable, privileged license in the
statute authorizing gaming.

The statute should place the burden on the ap-
plicant to prove suitability for a license.
Consumer protection is critical to preserving
public trust in the industry and the regulatory
agency. Consumer protection provisions should
include a ban on false/misleading advertising, a
requirement of technical standards for ma-
chines, and the posting rules of games in
prominent places.

Table 6.1 lists the date and method of ca-
sino legalization in each state. In each state, leg-
islative action is a necessary ingredient of commer-
cial casinos. Colorado, Michigan, Missouri, New
Jersey and South Dakota require voter approval
before a casino can begin operation in the state.

Six states, Indiana, lowa, Louisiana, Michi-
gan, Missouri, and South Dakota require that voters
in the jurisdiction where the casino is located &-
prove the operation of the casino in their area.

Table 6.1: How & when casinos legalized

State Lng:I?zred Method of legalization
Colorado 1990 Statewide vote and legislative action
Illinois 1990 Legislative action
Indiana 1993 Local option vote, legislative action
lowa 1989 Local option vote, legislative action
Louisiana 1991 Local option vote, legislative action
Michigan 1996  Local advisory vote, statewide voter
referendum, legislative action
Mississippi 1990 Legislative action, local option votes
Missouri 1993 Approved via statewide vote, local
option vote and legislative action
New Jersey 1976 Statewide vote, legislative action
Nevada 1931 Legislative action

South Dakota 1989 Statewide vote, local option vote,
legislative action

Source: American Gaming Association

Gaming Boards
Colorado

The Colorado Division of Gaming regulates
casino gaming in Colorado. Other forms of legal-
ized gambling are regulated by other state agen-
cies. Five types of licenses are issued by the Colo-
rado Limited Gaming Control Commission, or by
the Division of Gaming upon the authority of the
Commission:

1. A Manufacturer/Distributor license is required of
businesses that manufacture import, or distrib-
ute slot machines into or out of Colorado.

2. A Retalil license is required of businesses which
permit or conduct limited gaming on their
premises (casinos).
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3. An Operator license is required of those who
engage in the business of placing and operat-
ing slot machines, such as slot machine
routers. A retail licensee is not required to hold
an operator's license in addition to its retail I-
cense. The operator's rights are inclusive with
the retail license. An operator license is also
required of those who are entitled to receive in-
come or payment based upon, or calculated
upon, the income of a retailer.

4. A key employee license is required of those
individuals who have the responsibility or
authority to make management and policy ce-
cisions in a gaming establishment.

5. A support employee license is required of most
casino workers, such as card dealers, cashiers,
change persons, accounting personnel, propo-
sition poker players, and security officers.
Some non-gaming casino employees may be
required to hold a support license. Depending
upon individual circumstances, such employees
may include food and beverage servers, por-
ters or other maintenance personnel, and
parking valets. The identity of these unlicensed
employees must still be reported to the Division
of Gaming on the required periodic employment
reports.

lllinois

The Riverboat Gambling Act was enacted
in February 1990, making lllinois the second state
in the nation to legalize riverboat gambling. The
Riverboat Gambling Act authorizes the Gaming
Board to grant up to 10 casino licenses. On Sep-
tember 11, 1991, the first riverboat casino began
operation in Alton.

The Riverboat Gambling Act created the I-
linois Gaming Board. The five-member board, -
pointed by the governor and confirmed by the Sen-
ate, administers a regulatory and tax collection
system for riverboat casino gambling in Illinois. The
Board’s staff conducts audit, legal, enforcement,

investigative and financial analysis activities to en-

sure the integrity of gaming in lllinois as mandated
by the Riverboat Gambling Act. The Board’s staff
includes more than 75 direct agency employees
and a detail of 65 lllinois State Police employees.
The Board assures the integrity of riverboat gam-
bling through the regulatory oversight of casino op-
erations and the licensing of suppliers and employ-
ees of riverboat gambling operations.

Prior to any license being issued, the
Board’s staff conducts a criminal background in-
vestigation and, in some cases, a financial investi-
gation in an effort to ensure that an applicant is free
of any felony convictions or criminal history which
would make him or her ineligible for licensure.
Similar investigations into the owners and key per-
sons of casino operations are also performed. Illi-
nois Gaming Board members may not serve on the
Board and employees may not be employed by the
Board if their spouse, parent or child is an official
of, or has a financial interest in or a financial rela-
tionship with, any operator engaged in gambling
operations in the State of lllinois. Gaming Board
members and staff are prohibited from gambling in
Illinois casinos.

Indiana

The Riverboat Gambling Act (ACT), be-
came effective on July 1, 1993, legalizing casino
gaming on riverboats in the state. In general, the
ACT established the Indiana Gaming Commission
(IGC) and vested it with the authority both to issue
not more than 11 riverboat licenses in specified
areas of the state and to regulate the operation of
the riverboats along with related businesses, occu-
pations and schools. The ACT authorized the Gov-
ernor to appoint the bipartisan seven-member
commission and directed that the initial commission
be appointed by September 1, 1993. The first
meeting of the IGC was held September 7, 1993.
The Act requires the IGC to hold at least one
meeting each quarter of the fiscal year.
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lowa

In May of 1983, the lowa Legislature
passed the Pari-Mutuel Wagering Act allowing
qualified sponsoring organizations to apply for a
license to conduct pari-mutuel wagering on horse
and dog racing. The Governor signed the bill and
subsequently appointed the first Racing Commis-
sion on July 1, 1983. The Act provided for a Com-
mission consisting of five members each serving a
staggered three-year term. The Commission ap-
points an Administrator for a four-year term, re-
sponsible for the daily operations of the Commis-
sion. July 1, 1989, legislation was enacted allowing
the Commission to license qualified sponsoring or-
ganizations to conduct gambling games on excur-
sion gambling boats in a county where the elector-
ate approves a proposition by referendum.

Louisiana

In 1991 the Louisiana Legislature approved
casino gambling in the state and created the Lou-
isiana Gaming Control Board to regulate the indus-
try. The board consists of nine members appointed
by the governor and two ex officio members. In
making the appointments, the governor is required
to appoint at least one member from each congres-
sional district and such appointments shall, as
nearly as practicable, be made in a manner that is
representative of the population of the state. All
such appointments are subject to confirmation by
the Senate. Members shall serve staggered terms
of six years. Board members can serve no more
than two terms. Furthermore, persons who served
on any gaming regulatory board or commission
prior to the establishment of the Louisiana Gaming
Control Board can not serve on the board.

Each member of the board shall be a citi-
zen of the United States and resident of Louisiana
and be registered to vote in Louisiana. No person
holding any elective office, appointive office, or em-
ployment in the government of Louisiana or of any
political subdivision thereof and no officer or official
of any political party is eligible for appointment to or

membership on the board, except for the ex officio
board members.

Michigan

Michigan Gaming Control & Revenue Act,
authorizes up to three licensed commercial casinos
in the City of Detroit. It also vests the Michigan
Gaming Control Board exclusive authority to li-
cense, regulate, and control the three authorized
Detroit casinos. The Michigan Senate created the
Standing Gaming & Casino Oversight Committee to
review casino and gaming legislation in early 1997.
The Committee traveled around the state in 1997 to
hear Michigan residents' comments about casino
gaming. The Committee also heard from industry
leaders, state officials, gaming officials from states
with legalized Class Il gaming, and casino opera-
tors and suppliers.

The ACT assigns to the Michigan House
Oversight & Ethics Committee assigns a majority of
the casino and gaming related bills, resolutions,
and discussions. This standing committee has cre-
ated several subcommittees to handle specific
gaming legislation. These committees were later
renamed the Senate and House Gaming & Casino
Oversight Committees.

Mississippi

In 1990, the Mississippi Legislature legal-
ized dockside casino gambling. The enabling leg-
islation bill established the Mississippi Gaming
Control Act to be in force after its adoption on June
29, 1990. The Gaming Control Act established the
Mississippi Gaming Commission to regulate dock-
side casinos. The Commission also regulates
charitable gaming pursuant to the Charitable Bingo
Law.

The Mississippi State Tax Commission ini-
tially regulated gaming in order to prepare the
Commission to assume this responsibility October
1, 1993. The Commission is headed by three
Commissioners who are appointed by the Gover-
nor. Each Commissioner serves staggered four-
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year terms. The law also provides that no Commis-
sioner will serve more than ten years of total serv-
ice. The Governor appoints the Chairman. The
Commissioners are responsible for hiring a full time
Executive Director who is responsible for all
authorized positions.

Missouri

In 1993, Governor Carnahan signed into
law bills creating the five member Gaming Com-
mission. The Commission was given much more
authority over the gaming industry than had prev-
ously been given to the Tourism Commission. The
Commission could prioritize applications; issue lig-
uor licenses; assess a wide array of administrative
penalties; inspect the licensees’ premises at any
time; decide the number, type, and location of
gambling boats; determine the time during which
gambling may occur; have access to all closed rec-
ords relating to applicants for licenses; conduct
hearings and be a trier of fact with regard to alleged
violations of the gaming act; and require licensees
to release all information on their finances.

In addition, the industry was held to a
higher standard, having to prove its suitability for
licensure by clear and convincing evidence, rather
than a preponderance of the evidence as had been
the case under the original referendum. Felons
were prohibited from holding gaming licenses under
the new act and the Commission was empowered
to reopen licensing hearings at any time. These
requirements made it clear that a riverboat gam-
bling license was a privilege granted at the sole
direction of the State of Missouri and that the li-
cense carried no property rights.

Nevada

The Nevada Gaming Commission is a five-
member body appointed by the Governor, which
serves in a part-time capacity. The primary respon-
sibilities of the Commission include acting on the
recommendations of the State Gaming Control

Board in licensing matters and ruling in work permit
appeal cases. The Commission is the final authority
on licensing matters, having the ability to approve,
restrict, limit, condition, deny, revoke, or suspend
any gaming license. Additionally, the Commission
is charged with the responsibility of promulgating
regulations to implement and enforce the State
laws governing gaming.

New Jersey

The New Jersey Casino Control Commis-
sion is the panel charged with regulating New Jer-
sey's casinos. It is made up of five members who
are appointed by the Governor and confirmed by
the State Senate. Commissioners serve staggered,
five-year terms and can only be removed for cause.
By law, no more than three commissioners can be
of the same political party, a requirement that n-
sures political balance on the panel.

The task of regulating casinos is shared
with the New Jersey Division of Gaming Enforce-
ment. While the Casino Control Commission is an
independent agency which is in, but not of, the De-
partment of Treasury, the Division of Gaming En-
forcement is an arm of the state's Attorney Gen-
eral's Office. It conducts investigations into license
applicants and reports the results to the commis-
sion. When it comes to license applications or
regulatory violations, the Division of Gaming En-
forcement acts as the police/prosecuting agency
while the Casino Control Commission acts in a
quasi-judicial manner ruling on those applications
and assessing penalties for any regulatory viola-
tions.

The Casino Control Commission's staff is
divided among four main operating divisions: Ad-
ministration, Compliance, Licensing and Financial
Evaluation.

South Dakota

The South Dakota Commission on Gaming,
a division of the South Dakota Department of



Commerce and Regulation, is responsible for
regulating the gaming industry in the City of Dead-
wood and on the Indian reservations through com-
pacts. The commission also regulates live horse
and simulcast racing in the state.

The South Dakota Commission on Gaming
has a five-member commission consisting of citi-
zens of South Dakota, all of whom shall be ap-
pointed by the Governor of the state of South a-
kota. The commission is responsible for the prom-
ulgation of rules and regulations governing limited
betting in the State of South Dakota.

There are six types of licenses required:

1. Slot Machine Manufacture or Distributor-
The application fee is $5,000 and the license fee is
$1,000 with a fiscal year (July through June) re-
newal fee of $250.

2. Operator License-Any person who places
slot machines in the person’s own business prem-
ises must complete this application. The license
fee is $1,000 with a fiscal year (July through June)
renewal fee of $200.

3. Route Operator License-Any person who,
individually or jointly, pursuant to an agreement
whereby consideration is paid for the right to place
slot machines or gaming tables, engages in the
business of placing and operating slot machines or
gaming tables within the City of Deadwood must
complete this application. The application fee is
$1,000 and the license fee is $1,000 with a fiscal
year (July through June) renewal fee of $200.

4, Retail License- Any licensee who maintains
gaming at the licensee’s place of business within
the City of Deadwood for use and operation by the
public must complete this application. The appli-
cation fee is $250 and the license fee is $250 with a
fiscal year (July through June) renewal fee of $100.

5.  Key Employee License-Any executive, em-
ployee, or agent of a gaming licensee having the
power to exercise a significant influence over deci-
sions concerning any part of the operation of a
gaming licensee must complete this application.
The application fee is $150 and the license fee is
$150 with a calendar year (January through De-

Table 6.2: Summary of Governance by State

State Title of requlating body Membership
Colorado Colorado Gaming Control Board 5 member commission appointed by governor and confirmed by state senate
Illinois lllinois Gaming Board 5 member board appointed by governor and confirmed by state senate
Indiana Indiana Gaming Commission 7 members appointed by the governor for staggered 3 year terms
lowa lowa Racing and Gaming Commission |5 members appointed by governor and confirmed by state senate for stag-
gered 3yr terms
Louisiana Louisiana Gaming Control Board 9 member board appointed by the governor serve 6 year staggered terms
Michigan Michigan Gaming Control Board 5 member board appointed by governor and confirmed by state senate
Mississippi Mississippi Gaming Commission 3 member commission appointed by governor for staggered 4 year terms
Missouri Missouri Gaming Commission 5 member commission appointed by the governor
Nevada Nevada Gaming Control Board 2 tiers, 3 members on upper and 5 members on lower The Nevada Gaming
Commission is a five-member lay body appointed by the Governor.
New Jersey New Jersey Casino Control 5 member commission appointed by the governor and confirmed by state]
senate for 5 year staggered terms
South Dakota |South Dakota Gaming Commission 5 member commission appointed by the governor
Source: Gaming associations in the individual states




cember) renewal fee of $75.

6. Support License-A person licensed by the com-
mission who is working or who is about to work for
an operator or retailer as a card dealer, slot ma-
chine technician, floor supervisor, cashier, shill,
proposition player, slot route runner, pit boss, a
member of a count team, computer monitor for pro-
gressive links, or in any other way directly related to
gaming must complete this application. The appli-
cation fee is $50 and the license fee is $50 with a
calendar year (January through December) renewal
fee of $25.

Limits on Casinos
Location

Table 3.3 shows the type of casinos that
each state allows. Each type reflects the casino
climate in each state. For example, Colorado al-
lows casinos in two historically mining towns.

Table 6.3: Type of casinos by state

State Type of casinos
Colorado Land-based

Illinois Riverboat

Indiana Riverboat

lowa Riverboat, Racetrack
Louisiana Riverboat, Racetrack, Land-Based
Michigan Land-based

Mississippi Dockside

Missouri Riverboat

Nevada Land-based

New Jersey Land-based, Ocean Front

South Dakota Land-based

Source: American Gaming Association

Types of Games

States take varied approaches to the types
of games allowed. Often limitations are enacted
based on the assumption that certain types of
games pose a greater risk to the patron. These
odds are based on simulation experiments con-

ducted by Eadington (1999). Clearly, the odds do
not justify patrons’ preference for slot machines
with slot machines producing a much higher ad-
vantage for the casino than other games.

Table 6.4: Casino odds by game

House
Game Advantage
Blackjack 0.5%
Baccrat 1.25%
Craps 1.41%
Video Poker 2.0%
Pai Gow Poker 2.5%
Roulette (European) 2.7%
Slot Machines 5.0%
Roulette (American) 5.26%
Keno 28.0%

Source: Eadington (1999)

Nevada and Mississippi, as opposed to
other casino states, take a free-market approach to
casinos. All other states limit the number of gaming
licenses awarded. This approach allows the regu-
lating commission to control each market and
maximize tax revenues.

Colorado
Colorado limits casinos in three ways:

(1) Gaming may only be conducted in three historic
mining towns of the state.

(2) Only three general types of casino games may
be played--poker, blackjack, and slot machines.

(3) The maximum amount of any single wager is
limited to five dollars. The limit on wagering
does not prevent "raising” in poker, or "doubling
down" in blackjack; it's just that each single
original and subsequent bet may not exceed
five dollars.



lowa
lowa, by allowing two riverboat casinos in

Council Bluffs and slot machines at the local dog-
racing track, has positioned the market to capitalize
on the strong population base in the Council
BluffssfOmaha, Nebraska, metropolitan area without
creating saturation in the market.

South Dakota

South Dakota limits casino operations to
include Blackjack, poker and slot machines. The
state sets a maximum bet limit in Deadwood of
$100. Must be 21 years of age for wagering in the
casinos.

New Jersey

New Jersey has authorized, roulette, bac-
carat, blackjack, craps, big six wheel, slot ma-
chines, minibaccarat, red dog, pai gow, and sic bo.
The state has also authorized any variations or
composites of such games, provided that such
variations or composites are found by the commis-
sion suitable for use after an appropriate test or
experimental period under such terms and condi-
tions as the commission may deem appropriate.

Any other game which is determined by the
commission to be compatible with the public inter-
est and to be suitable for casino use after such -
propriate test or experimental period as the com-
mission may deem appropriate.

lllinois

Each riverboat gaming license in lllinois
authorizes up to 1,200 gaming positions and allows
each licensee to operate up to two vessels at a sin-
gle, specified dockside. Those casinos that oper-
ate two boats cannot have more than 1,200 gaming
positions between both vessels. Patrons visiting the
casinos must be 21 years-of age to be admitted to
the gambling areas of each operation. The River-
boat Gambling Act requires that all wagering in the
casinos be cashless. Riverboat patrons are re-
quired to use tokens, chips or electronic cards for

wagering. lllinois employs the same limited-license
approach with similar positive results.

Table 6.5 summarizes particular limits on
casinos by state. Colorado and lowa provide the
strictest limits on casino betting. Both states limit
the size of the wager and the loss and neither state
allows casinos to extend credit.

Table 3.5: Limits on casino by state

Credit Wager Loss
State Allowed Limit Limit
Colorado No Yes No
lllinois Yes No No
Indiana Yes No No
lowa No No No
Louisiana Yes No No
Michigan Yes No No
Mississippi Yes No No
Missouri No No Yes
Nevada Yes No No
New Jersey Yes No No
South Dakota No Yes No

Source: Eadington (1999)
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Appendix

Table A.1-Impact of factors on casino AGR

Coefficient Standard t-value
Error
Metropolitan Casino 0.1694 0.2452 0.6910
Population Density 0.0003" 0.0001 1.8650
Percent of population over age 65 -0.0883% 0.0453 -1.9510
Household income 0.0263" 0.0153 1.7120
Number of slots (in logarithmic form) 0.7269% 0.2052 3.5420
Number of table games 0.0036 0.0025 1.4340
Existence of state betting limit -0.9551°% 0.2043 -4.6760
CONSTANT 13.5295° 1.9200 6.9320
R 85.7%
Number of observations 42

* indicates that coefficient is statistically significant at the 90% level of confidence (one-tail test)




Table A.2: Impact of factors on casino patrons’ net loss

take Coefficient Standard Error t-value
CONSTANT 108.6800 31.6900 3.4300
Metropolitan Casino -12.5080 6.1340 -2.0390
Percent of population over age 65 -2.5429 1.2290 -2.0690
Household income 0.3145 0.3882 0.8100
Number of slots (in logarithmic form) 0.0016 0.0013 1.2720
Existence of state betting limit -22.0860 6.6130 -3.3400
State limit on number of casinos -41.8530 6.2350 -6.7130
State allows use of credit 39.7410 6.5500 6.0670
Tax rate on casino revenues -128.0500 48.7300 -2.6280
R2 82.6%
Number of observations 42

“a” indicates that coefficient is statistically significant at the 90% level of confidence (one-
tail test).
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Table A.3: Impact of factors on the rate of crime, 1999

Coefficient Standard error T-value
Intercept 15063.9325 5527.0530 2.7255
Income -0.1517 ° 0.0728 -2.0848
County retail sales 0.0002 0.0002 1.0153
Population Density 0.2004 1.0594 0.1891
Metropolitan Casino 1613.2752 1086.9087 1.4843
Percent of population over age 65 -560.6020 ° 248.8659 -2.2526
AGR 0.0157° 0.0074 2.1021
Riverboat casinos 1045.5342 1541.1457 0.6784
Existence of state betting limit -504.4781 1026.1670 -0.4916
State allows use of credit -3326.9599° 1776.0066 -1.8733
State limit on number of casinos 2864.3378 ° 1546.3216 1.8524

R® 61.3%
Number of observations 34
% indicates that coefficient is statistically significant at the 90% level of confidence (one-tail
test).




Table A.4: Impact of factors on poverty rate

Coefficient Standard T-Value
Error
Intercept -0.4057 9.9953 -0.0406
County retail sales -0.0012°% 0.0006 -2.0958
Population Density 0.0064° 0.0024 2.7373
Metropolitan Casino -1.3404 2.3829 -0.5625
Percent of population over age 65 0.6790° 0.3882 1.7493
AGR 0.0000 0.0000 1.5927
Riverboat casinos 0.1658 2.7288 0.0608
Existence of state betting limit 3.6450 7.2515 0.5027
State allows use of credit 2.3871 6.8385 0.3491
State limit on number of casinos 1.9324 2.3290 0.8297
Colorado casinos -1.8851 5.2735 -0.3575
lowa casinos 1.2442 7.2743 0.1710
R* 47.7%
Number of observations 42

@ indicates that coefficient is statistically significant at the 90% level of confidence (one-tail
test).
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