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NOTE TO READER

The Survey of American Gambling Attitudes and Behavior was
prepared for the National Gambling Commission by the University of
Michigan Survey Research Center., The survey is reproduced in this
volume in its entirety; it has not been edited by the Commission.
The Commission's final report, Gambling in America, contains a
summary of the survey findings along with the Commission's analysis
of these findings.

At the Commission's request, the Congressional Research Service
of the Libravy of Congress studied the Michigan survey data pertaining
to the amount of illegal gambling that takes place; it also analyzed
a study conducted by the Department of Justice on the same subject.
The Library of Congress paper is contained at the end of this volume.
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HIGHLIGHTS

Kallick, Maureen; Suits, Daniel; Dielman, Ted and Hybels, Judith
Gambling in the United States, Commissioned by the Commission on the Review
of National Policy Toward Gambling, Survey Research Center, The University
of Michigan, April, 1975. ‘

A national probaﬁility sample ofbl,736 respondents and a Nevada state
probability sample of 296 respondents were surveyed during the summer of
1975 to determine the extent of gambling activity in the United States, to
estimate govermment revenues that could result from various changes in gam-—

bling laws and to examine the social consequences of these changes.
It was determined that:

B 61 percent of all adult Americans placed some kind of money bet in 1974.
13 percent bet only with friends or co-workers, 44 percent bet on one or
more of eight legal commercial games (bingo, lotteries, casinos, horse
tracks, dog tracks, jai alai, OTB in New York, Pickit in New Jersey),
and 11 percent bet on one or more of five illegal games (betting on
sports with a bookie, betting on horses. with a bookie, numbers, sports
cards, illegal casinos). In total, 48 percent placed a bet with some-~

one other than with a friend.

®Betting was not confined to a few groups or a few areas. A sizable ma-
jority of most major demographic subgroups bet in 1974, with wide vari-
ation among regions and demographic groups. For example, 80 percent of

people living in the Northeast part of the United States bet in 1974,



while in small cities and rural areas only 53 percent placed a bet

in that year.

WWagers on commercial games amounted to $22.4 billion in 1974: §$17
billion was wagered legally and $5 billion wagered illegally. This
amounted to $387 per bettor or $150 per capita of United States adult
population. The average annual amount wagered per bettor on legal
games came to $273 and on illegal games to $318, Distribution of wa-
gering, however, was uneven. Over half the bettors bet less than $50
during 1974 and only 14 percent bet more than $200. The cost of this
gambling, measured by bettors' net losses, amounted to $4.4 billionm,

of which $1.1 billion went to illegal operators.

@The popularity of a game varies widely depending on availability, le-
gal status, and the preference of gamblers. Participation rates ranged
from 2 percent of United States adults who bet on horses with a bookie

to almost 50 percent of residents of states that offered state lotteries

who purchased lottery tickets.

@For all games, there was a strong tendencyt for partiéipation and wagers
to rise with income, but with two exceptions (sports books and casinos);
they did not rise as steeply as income. This regressivity was even
greater in Nevada than in the nation at large, suggesting that low-in-
come people are more réadily caught up in the social atmosphere of

extended gambling.
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®Participation rates in legal commercial gambling, illegal gambling and
betting among friends rose in the presence of more legal facilities.
This held true even when attitudes toward gambling, which presumably
affect both the laws and the individual's behavior, were held constant.
The provision of one or more legal games stimulated total gambling ac-
tivity and creéted a more favorable enviromment for illegal operators.
The expectation that legal facilities would decrease participation and
divert funds from illegal operators was not supported, although some
legal games tended to work in that diredtion. In Nevada where prac-
tically all forms of gambling are legal the effect of full-scale

legalization was most clearly seen.

BNevada residents, even excluding those who said they moved there be-
cause of the gambling facilities, exhibited much greater participation
in gambling. Overall, 78 pexcent bet on something in 1974; compared
to 61 percent in the rest of the nation, but the most striking dif-
ference was in the type of betting. Over three quarters of Nevadans
bet through the legal commercial channels (compared to 44 percent in
other parts of the nation), only 4 percent bet illegally {(compared to
11 percent) and less than 2 percent bet exclusively with friends (com-
pared to 13 percent). In addition the average bettor in Nevada bet
more in total, although less on illegal games. The average annual
amount wagered through legal commercial channels was $665 per Nevada
bettor (compared to $273 nationally) and $238 through illegal channels

(compared to $318 nationally).
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®Four-fifths of the respondents said they were for legalization of at
least one gambling activity, but there was so little’ consensus on which
games should be legal that no one geme, unless it was perceived to be
already legal, was favored for legalization by a majority of:adults in
the United States. On the other hand, :where games werzs already legal,
large majorities supported . their -continuation..: Overall, there is
strong support for the preservation of the status quo in terms of
gambling leglslatlon. However, in three of the four geographlc re-
gions of the country, there was majorlty publlc support for making
some games legal, principally bingo, horse tracks, dog tracks, or state
1otteries. The Southefn region of the counttry did not ehow majority
support for the 1ega11zat10n of any game. None of the four major ille-
gal actlvitles —~— beﬁtlng on sports w1th a bookle bettlng on horses
with e bookie, gsports cards, or numbers -- had maJerlty support for
1egalizatioe; leferences were observed>accerding to reglon, demo-

graphic group, and current bettlng behav1or.

@A maximum of $8.3 billion in net state revenue would result if cur-
rent legal prohibitions on gambling were removed and appropriate tax
rates were applied. Of this amount, $1.2 billion is currently being
realized and about triple that is the estimated potential from games
which are already legal in some parts of the country. ' Of this new
revenue, $3.2 billion could come from legalization and widespread mar-
keting of a legal numbers game. Only $1.3 billion could be expected

to come from the three other currently illegal games.
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®@As a proportion of income, taxes on gambling fall most heavily on
poor people. Taking all games together, gambling is about the same
as sales taxes in this regard. Some individual games, including the
most popular, impose an even heavier burden on poor people. As a
source of revenue, state lotteries are almost twice as regressive
as sales taxes. A legalized numbers game would be even more re-

gressive.

BThe incidence of compulsive gambling in the United States was estimated
at approximately 0.7 percent overall (1.1 percent of males and 0.5 per-
cent of females). An additional 2.3 percent were classified as poten-~
tial compulsive gamblers. TIn Nevada, the estimated incidence of ac-
tualized compulsive gamblers was 2.6 percent. These findings were made
largely on the basis of clinical analysis of'interviews. The data tend
to support the contention that widespread legalization of gambling in
the nation may result in a significanf increase*in the incidence of

compulsive gambling.,






OBJECTIVES

The objectives of this report, prepared for the Commission on the
Review of Natiomal Policy Toward Gambling, are to describe the mature and
scope of gambling activities in the United States and to provide insights
into the mechanisms that govern that phenomenon which might be taken into
account in deciding whether to maintain present public policies or change
themn,

As specified by contract, this report, together with the complete
Tabular Report issued on February 15, 1976, contains:

A description and analysis of American gambling behavior and atti-
tudes including:

(a) The rates of participation in 40 games

(b) A description of attitudes toward legalization of 13 games

(c¢) Estimates of the incidence of any gambling taxes, direct or in-
direct, on particular economic and demographic groups

(d) An‘analysis of the dynamics of gambling

(e) Estimates of gambling expenditures

(f) A detailed description of participation and wagering in the fol-
lowing activities: numbers, state lotteries, betting on horse races, com-
mercial betting on sports events, playing bingo, and casinos

(g) A Teport on "problem gambling" in the United States which includes
estimates of the number of individuals in the United States who may be

described as gambling to such an extent that they may be deemed to be

vii



harming themselves and/or society.

(h) A Tabular Report of the questions administered to the Nevada
sample with analysis of differences in gambling behavior between Nevada
and other parts of the United States

(1) Projections of how betting behavior is likely to be affected by
prospective policy changes

(3) Estimates of the potential government revenue to be generated
by various prospective policy changes

(k) A detailed description of the methods used both in gathering

the data and in producing the estimates and analyses described
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INTRODUCTION

The data reported in this study were gathered from the American pub-
lic in a comprehensive and systematic survey conducted in 1975. It has al-
ways been assumed that gambling, like sex and alcohol consumption, is a

sensitive and controversial subject about which people will not talk open-

RS
*3

ly and at length. Interviews with more than 2,000 people who each spent
an hour to an hour and a half talking about what games they played for
money, how much they spent on each game, why they spent their money in
this way, and what they thought about legalization of gambling, make it
safe to say that gambling, whatever it may have been din past years, is now
a socially acceptable topic which people will freely discuss.

One thing that facilitated the data collection was the organization
of the interview itself. It began by questioning resporndents about what
they do for recreation, additionally eliciting how much they spent on
recreation and vacations, thus acclimating them to provide financial in-
formation on an innocuous topic. They were then led to discuss their ex-
posure to other people's gambling behavior-~first while they were children
and then, now. Next they were asked about the gambling laws in their state
and their desire for or opposition to legalization of different games of
chance, and only then were they questioned about what games they bet on,
how often they bet, and how muchrmoney they wagered.

Fven here, where detailed dollar figures were required, the subject

was approached slowly by first inguiring about availability of gambling

ix



in a variety of ways. For each of the six games about which detailed des-
criptions of participation and wagering were required, a different sequence
of questions was developed from knowledge of betting patterns of these games
provided by the exploratory group work that preceded the national survey.l

In questions on various types of betting each game was referred to by

noun " n nmnn

name, i.e., "lotteries," "bingo," "casinos," "numbers," "sports cards,"

"betting on a horse with a bookie," etc., not by category such as '"legal

commercial games," "illegal games," "friendly" bets, and so on. It was

only during the period of data analysis that the definitions "illegal,"

"legal commercial,” "friendly,"

etc. were affixed to the appropriate sets
of games. In fact, the word "illegal" did not appear in the questionnaire
at all. The respondent was never asked what "illegal' forms of gambling he
participated in, nor how much money he bet "illegally." The total picture
of participation in illegal gambling, and the dollar figures involved, were
drawn from numerous individual questions on types of gambling known to the
analysts to be illegal, but never designated as such in the question-
naire.

Although there is a possibility that some respondents were not
truthful in whole or part, it éan be reported that they answered without
hesitation. In any case, it is extremely difficult to lie successfully

for 'an hour and a half to an interviewer professionally trained to de-

tect evasive efforts and to note any reservations about the sincerity

1. See Appendix A: Procedures.



of responses on the interviewschedule;s.l Evasive responses were reported
for less than one percent of the sample.

The function of a survey is to collect data that is not available from
other sources--it answers the questions "how many?," "who?," and '"why?."
For example, public records indicate that $681 million dollars were spent
in 1974 on lottery tickets but some people buy more than one ticket and it
is impossible to tell from those records how many people buy them or who
or why. In contrast, survey information allows one to_examine_relation—
ships between participation and other factors such as income or age, and
shows how these affect volume of betting. None of these can be ascertained
from such detailed public records as those kept at horse tracks. The op-
portunity to study cross-relationships in the survey method is also a val-
uable tool in assessing the quality of the data. It enables one to observe
whether reported gambling behavior is consistent with other measures of be-
havior. Likewise, relations between variables are subject to smaller re-
porting errors than most absolute measures.

Estimates of aggregate dollars wagered at horse tracks, on bingo, on
lottery tickets, on OTB in New York, and on casinos were compiled from the
sample and compared to figures published by official bodies regulating these
legal gambling activities. Averaging over all six games, the estimate de-
rived from the survey data collected was within .0l percent of the total
of the six official estimates. The close correspondence of the estinmates
was not expected. It had been presumed that the survey data would under-

estimate the real handle due to reluctance to report, faulty memory, or to

1. See Appendix D: Questionnaire, p. 136, questions ¥-11.
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the difficulty of including in the sample proper representation of gam-
blers who wager very large amounts. In. fact we collected this detailed
information on legal games partly in anticipation of using the expected
discrepancy as a blow-up factor for the illegal handle which was expected
to be subject to the same difficulties. However, the results gave no rea-
son to question data on illegal handle. Although it cannot be assumed
that the validation of the legal handle automatically validates the ille-
gal handle (or the other data presented in the text), the weight of this
evidence added tc¢ the consistency of the findings provides some assurance

of their accuracy.
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CHAPTER ONE

GAMBLTNG PARTICIPATION
S8ixty~one percent of all adult Americans placed some kind of bet in

1974, but some of these were "friendly" bets with co-workers, neighbors,
or other friends. TForty-eight percent of the population, however, said
they placed bets on one or more of the 12 popular forms of commercial
gambling inecluding four illegal games, wagering a total of $22.4 billion
during the year.1 This wagering amounted to an average of almost $150

per person aged 18 or older in the entire population. When the 52 percent
of the people who did not bet on thegse commercial forms are excluded, we
estimate 69 million Americans ventured an average of $387 in a year. How-
ever, the distribution of bets is skewed. Over half of these commercial
bettors bet less than fifty dollars over the year, around a fifth bet be-
tween $50 and $100 a year, and only 14 percent bet over $200 a year. Thus
we can see that a small proportion of the bettors accounts for a large

proportion of the total dollar volume wagered on gambling games.

1.1 Patterns of Participation

Betting is not confined to a few groups or a few areas. Betting is
a universal phenomenon in the United States. A sizable majority of adults
in most major subgroups say they bet--men and women, whites and non-whites,

from one ocean to the other. Indeed, less than 50 percent participatiom

1. The 12 types of commercial gambling included in the participation rates
are: horse races, casino games, bingo, state lotteries, dog tracks, jai
alai, OTB in New York, pickit in New Jersey, sporis books, horse books,
numbers, and sports cards. Three games are excluded from the wagering
estimates. They are: dog tracks, jai alai, and pickit.
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Table 1.1-1

Reported Betting.Participation Ly Demographic Characteristics

Total Never

Current
Sample Bet Non bettor Current Bettors
' Legal  Only Legal Ouly ) Heavy
Any Commercial Commercial Friends Friends Illegal Illegai?

Total Sample 4 100 32 39 61 44 7 50 13 11 3
Male % 46 25 32 68 47 5 60 16 17 5
Female VA 54 39 45 55 42 9 42 10 5 1
White % 85 31 38 62 45 7 52 13 1¢ 2
Non-white 4 13 39 48 52 38 8 38 8. 17 3
18=24 ycars b4 14 25 27 73 48 6 65 20 15 3.1
25-44 years 4 43 26 31 69 52 6 59 13 14 3.1
45-64 years 4 31 33 40 60 42 10 44 12 8 2.8
65 + years b4 12 65 77 23 17 5 15 3 2 %
Employed Z 60 23 29 71 50 7 61 16 15 4
Unemployed b4 4 25 31 69 54 2 61 8 15 4
Under $5,000 2 13 66 76 24 17 3 18 4 3 *
$5,000-510,000 b 4 18 42 49 51 39 6 43 10 8 2,4
$10,000-$15,000 % 22 24 31 69 46 10 51 19 1o 2.6
$15,000 + % 41 21 26 74 54 7 63 15 15 3.3
Married % 75 8 38 62 4 7 51 14 11 2,5
Divorced/Seperated % 7 23 29 71 57 5 335 7 16 6.6
Widowed 3 7 72 82 18- 16 6 11 2 2 %
Never Married b4 12 27 30 70 53 9 59 14 15 2.6
Did not graduate high school b4 32 49 59 41 30 7 30 7 8 2
High school graduate % 31 29 34 66 48 9 53 14 12 3.5
Some collepe b 21 22 28 72 52 4 64 16 13 3.7
College graduate 4 16 18 21 79 56 8 67 18 11 1.2

~z-
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Tabie 1.1-1 (continued)

Catholice % 27 17 20 80 65 11 63 14 16 4
Protestant % 66 a8 46 54 36 5 45 i1 9 2.4
"~ Presbyterian, Lutheran, ‘

Congegetional, Episcopal % 16 20 26 74 51 7 64 21 10 2.7

Bible oriented sects % 11 57 67 33 19 6 25 9 8 2.2

Methodist ) 4 13 30 37 63 41 3 53 15 11 2.2

Baptist b4 19 &7 55 45 30 4 37 11 10 2.8
Jewish % 2 23 23 77 66 7 66 8 19 2,1
Athiest, no preference % 4 Gh 60 40 33 3 36 5 5 o2
West European x 40 23 30 70 49 7 59 17 11 2.4
East European 4 9 18 19 81 65 9 68 13 14 2,0
British ' % 30 29 38 62 44 7 52 14 8 .5
Irish 4 22 26 35 G5 47 7 56 14 10 2.4
Spanigh speaking ¥4 4 33 39 61 51 6 47 3 19 5.6
African Z 5 37 46 54 42 6 41 9 13 5.0
Iealian Z 6 20 23 77 64 15 61 7 18 7.8 I
All others % 21 51 59 41 29 7 3L 8 9 2.3 ¥
Northeast % 23 17 20 80 67 8 67 8 19 6
North Central % 28 28 34 66 48 9 %48 15 12 3
South % 31 52 60 40 23 5 31 12 6 1
Vest % 18 24 35 65- 47 7 56 17 7 *
City 100,00 or mere 4 27 28 34 66 46 7 54 14 15 5
Suburb of eity over 500,000 % 23 23 28 72 56 7 59 12 14 3
Small cities, rural Z 51 39 47 53 38 7 43 12 7 1
25 or lecss miles from

25 largest citiles Y 4 a3 28 33 67 49 8 53 12 15 4
26-44 niles from : ‘

25 largest cities b4 12 20 24 76 57 2 69 16 15 4
50 miles or more from .

2 55 38 Y46 54 39 7 44 2. 8 2

25 largest cities

Note!: Perceatages read ecross the table.
*Less than one half'of one percent.
aRespondents wagering more than $200 a yeer on illegal gambling.



is found only among people over 65, people with incomes under $5,000, the
widowed, those who did not graduate from high school, members of Bible-
oriented fundamental sects, and Southerners, with substantial overlapping
among these groups.

Despite a substantial 1evel.of participation in all groups, there
are meaningful differences. More males say they bet than females (68 per-
cent vs. 55 percent). Bingo is the only gambling game with higher
reported female participation (62 percent vs. 52 percent). Participation
is higher among whites than blacks and other racial mixtures, but game
for game there are variations in this pattern. TFor example, blacks and
others participate more than whites in playing the horses and trips to
casinos, and when they do so they tend to bet more. Suburbanites report
betting more (72 percent) than those living in large urban areas (66 per-
cent), while urban dwellers bet more than those living in areas of lower
concentration (53 percent). Betting is progressively more prevalent as
one approaches the 25 largest cities, peaking at 76 percent participation
in the suburban belt 25-49 miles out, and then dropping slightly to a
67 percent participation rate within a 25 mile radius.

Betting is almost ommipresent in the Northeast quadrant of the
United States, where 80 percent of the sample say they have bet. The
South has the lowest reported participation rate in the nation (40 per-
cent). The higher the income and education, the more likely the individual
is to bet. Single people, with the exception of widows and widowers,
reported more betting than married folk (70 percent vs. 62 percent). The

widowed are least likely to bet (18 percent).



Figure 1.1-1

Reported Betting Over the Last 50 Years

Reported
Betting
Proportion
75 74 §
68 Overall lifetime
68 O e em—emmaw Participation rate
61 Overall current .
participation rate
35 Lifetime partici-
pation rates by
age
L A 1 i
Age Range 18-24 25-44 45-64 65~over
Midpoint 20 a3 55 70
Year group 1975 1960 1940 1925
was 20
Lifetime 75% 74% 68% 352
Participation
1974 73% 692 602 23%
Pa::icipaticﬁa)
Loyalty Ratio "’.97 .93 .88 .65

(n)Ptoportion who have ever bet who bet in 1974

Table 1.1-2

Distributicn of 1974 Betting Volume

Total Bextors
Sample On 10 Prineipal
Commercial Games

% A
Light bettors ($-$50 a year) 24 55
Moderate bettors ($51~-5200 a year) 9 19
Heavy bettors (over $200 a year) 6 14
Not asceftained 5 12
Bets on commercial games for
which no wagers were asked 4 , ——
Bets with friends only 13 -

Non~bettors ; 39 ==
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Generally speaking the employed bet only very slightly more than
those unemployed and looking for work.1 Catholics (80 peréent) followed
clogely by Jews (77 percent) are more likely to bet than Protestants as
a whole (54 percent), but there are significant differences among Protes-
tant denominations: Presbyterians, Lutherans, Congregationalists and
Episcopalians are not unlike Jewes in their higher participation in
betting activities (74 percent). Well over half of all Methodists
say they bet (63 percent), while Baptists (45 percent) and Bible-ofiented
sects (33 percent) are more likely to be non-bettors. This is not sur-
prising since religious teachings against gambling are strongest in those
groups. What is surprising 1s that only 40 percent of those brought up
with no religious preference say they bet.

There are many preconceptions about the gambling habits of people of
different ethnic origins. Our results indicate that there is more betting
among those of Eagt European backgrounds (81 percent), of Italian back-
grounds (77 percent), and West European backgrounds (70 percent), and
less betting among those from Ireland (65 percent), Britain (62 percent),
Spanish-speaking countries (61 percent), and Africa (54 percent). (Table
1.1-1)

The high gambling participation rate of 6l.percent appears to be a
relatively new phenomenon in American life. If this had been the average
participation rate for the last 50 years or so, we would find the per-
centage of people who had bet in their lifetime rising with age because
older people have had more years to accumulate gambling eiperiences.

Instead we find that the frequency of lifetime gambling decreases with

1. Labor force status at time of interview (Summer, 1975)



age. While it is possible that the lower participation rates for older
people are the results of more forgetting, it is improbable that such
large differences reflect only memory differences. Knowing that parti-
cipation peaks in the 18-24 year range and then declines, we can use life-
time participation rates for each age range as a proxy for participation
at age 20 for each age group. Figure 1.1-1 illustrates this function

and suggests that the beginning of the United States gambling phenomenon
as we Know it today, was established in the World War II period and is
continuing to rise slowly.

Gambling is a young person's pursuit. This implies not only that
betting participation in a given year goes down as age goes up, but that
tli ratio of loyalty decreases as well, making it probable that sub-
sequent generations which are exposed to gambling early and start early
may not have a rate of decline as steep as we observe now. However,
cross-generational analyses are difficult without both longitudinal and
cross-sectional data. It may turn out that betting, once part of early
learning, will modify the age response we observe.

There are three major avenues for gambling: legal commercial
gambling, gambling among friends, and illegal gambling. Forty-four percent
stated they used at least one of the legal commercial outlets, while
50 percent said they bet with friends and 11 percent bet on at least one
of the illegal games. The total of these percentages exceeds 100 hecause
some people used more than one channel. In all, 48 percent bet commer-
cially on something legel or illegal. But some people wager only small

amounts and others wager considerably more. Twenty—four percent wagered

7
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less than $50 a year, nine percent wagered between $51 and $200 a vyear,
six percent wagered more than $200 a year, and four percent bet on com-~
mercial games about which we did not collect wagering information while we
were unable to ascertain the total wagers for five percent of the sample.
Of those who placed commercial bets on at least one of the 10 games for
which we collected wagering information, 55 percent bet less than $50
over a year, around a fifth wager $51 to $200, and 14 percent wager over
8200 a year. TFor ease of discussion we will call those who wager less
than 850 a year light bettors, those who wager $51 to $200 a year moder-
ate bettors, and those who wager over $200 a year, heavy bettors. (Table
1.1-2)

Compared to other groups of bettors, heavy bettors contain propor-
tionately more men, more non-whites, more people 25-44 years of age, more
people with incomes over $15,000 a year, more divorced and separated indi-
viduals, more people without college educations, more Catholics, and more
people with Italian and African ancestry. (Table 1.1-3)

Furthermore, we find heavy bettors are located in greater proportion
within 25 miles of our 25 largest cities, in the Northeast part of the
country, and in states with horse tracks and/or a lottery.

Two thirds of the heavy bettors place bets at horse tracks compared
to 23 percent participation among bettors in general. They also parti-
cipate to a greater extent in betting on college sports, bingo, lotteries,
and dog tracks. Approximately half of the heavy bettors bet on some
illegal game. Somewhat less than a quarter participate in each of the ma-
jor illegal activities: betting on horses with a bookie, betting on sports

with a bookie or on a sports card, and playing the numbers. (Table 1.1-3a)



-9-

Table 1.1-3

Demographic Characteriestics of Three Betting Volume Groups

Total Light Moderate Heavy
Bettors - Bettors  Bettors Bettors
(§1-50 ($51~200  (Over $200
a year) a year) a year)
4 4 4
Sex
Males 52 49 50 60
Females 48 51 50 40
Race
White 87 89 86 75
Non~white 11 9 10 23
Not ascertained 2 2 4 2
Age
18~24 years 16 17 16 10
25-44 year 48 47 45 56
45~64 years 31 31 32 31
65 years or older 5 5 7 3
Employment status
Employed 70 66 71 70
Not employed 5 6 6 5
Not in labor force 25 28 22 25
Income
Under 55,000 5 5 6 7
$5,000-$10,000 15 15 16 13
$10,000~-$15,000 ‘25 25 22 20
Over $15,000 49 49 52 54
Marital status
Married 77 79 74 70
Divorced or separated 8 6 7 17
Widowed 2 2 3 5
Never marxied 13 13 16 8
Education
Less than high school 22 23 26 28
High school graduate 33 30 39 39
Some college 24 23 18 23
Graduated college 21 24 17 10
Relipion
Catholic 35 40 45 40
Jewish 3 4 5 1
Protestant 59 54 48 53
Ethnic background
West european 46 43 48 39
East europ@an 13 16 12 15
British 31 32 23 19
Irish 23 26 20 17
Spanish~speaking 4 4 3 4
African 4 3 5 8
Italian 7 7 10 15
Other 14 15 13 18
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Table 1.1-3a

Regional and Betting Characteristics of Three Betting Volume Groups

Total Light Moderate Heavy
Bettors Bettors Bettors Bettors
($1-50 ($51-200 (Over $200
a year) a year) a year)
A % H4 %
Region
Neortheast 30 38 40 45
North central 31 35 30 22
South 20 15 13 15
West 19 12 17 18
Distance from 25 largest cities
Less than 25 miles 37 34 36 52
25-49 miles 14 15 16 16
50 or more miles 49 51 48 32
Legal games in states
Lottery 50 65 64 60
Bingo 60 65 62 53
Horse tracks 75 78 86 85
Dog tracks 18 14 21 13
Games bet on
Horses at the track 23 19 51 67
Sports (friends and illegal) 46 43 49 50
College sports (friends and illegal)20 18 24 34
Casinos 16 13 21 23
Bingo 31 40 50 55
Lotteries 40 62 63 53
Dogs at the track 6 5 12 11
Horses with a bookie 4 3 3 24
Numbers 5 3 7 24
Sports (bookie or cards) 6 6 14 22
Sports cards 5 6 9 14
Any illegal 18 17 28 49







Table 1.1-3b

e A

T —

Percentage Distribution of Bettors by Annual Wager for Selected Games

Dollars Horses Legal Horse Sports  Sports Total
Per Year At Track OTB Lottery Bingo Casinos Books Books Cards Numbers Illegal
8 % A A % % % Y4 % YA

Under 25 24.1 20.8 64.6 50.0 13.6 36.8 20.9 57.5 40.4

25-49 15.8 5.4 14.2 10.4 9.4 5.7 17.1 21.7 7.5

50-99 13.3 15.7 15.1 5.2 7.1 10.2 16.1 7.7 1.3

100-199 20.3 16.4 4.2 7.3 10.6 10.9 5.7 6.2 8.8

200-499 7.0 19.1 0.9 5.7 21.1 10.2 12.5 0.8 6.6

500-999 5.1 7.5 - 2.6 8.0 9.1 6.7} 0.8 5.4

1000 or more 8.2 13.0 — 0.5 7.9 8.7 9.1 6.6

No answer 5.2 2,1 1.0 18.5 22.3 8.4 11.9 4.9 23.4

Total 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0

‘Median Bet $53 $110 $10 $14 $150 $S60 $60 $12 $25 $25

..'['[_
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Moderate bettors have a demographic profile similar to bettors in
general with some exceptions. They, like heavy bettors, tend to comnsist
ogtfewer people with college educations, more Italians, and more Catholics;
but, unlike the heavy bettors, they have a larger proportion of Jews and
people who have never married than is found in the general population of
bettors. Like heavy bettors they are found more in the Northeast part
of the country and in states with race tracks. Their betting participa-
tion pattern deviates from the general bettor population in the same re-
spects as does the pattern of heavy bettors, but never reaches the extreme-~
ly high participation rates found among heavy bettors. There is one ex-
ception--Jotteries: almost two thirds of moderate bettors play the lottery.

Light bettors, comprising 55 percent of total bettors, are similar to
bettors in general in all important respects.

As shown in Table 1.1-4, betting patterns change with age. Illegal
betting declines as a share of total betting as age increases. Today's
young adults are more likely to bet with friends than on legal commercial
games or on illegal games, but young people are also more likely than any
other age group to engage in illegal betting. The use of commercial le-
gal facilities increases with age, and those over 65 who bet at all are
more likely to bet commercially than with their friends.

Looking strictly at the bettors, we find that 73 percent reported
using a legal commercial channel, 82 percent said they bet with friends,
and 18 percent reported illegal betting. There is, of course, substan-
tial overlap. People who use commercially available legal games are

somewhat more likely to gamble illegally as well, and illegal bettors are
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Table 1.1-4

Lifetime and 1974 Distribution of Bettors Among
Betting Channels, by Age

Total 18-24 25:§4 45-64 65+
Life 74 Life 74 Life 74 Life 74 Life 74
% % % % % % % % % %
Legal commercial 43 42 40 37 43 42 43 45 44 50
Friends 41 48 46 51 42 47 40 47 38 44
Illegal 16 10 14 12 15 11 17 8 18 6
Table 1.1-5
Betting Channel Combinations
Total Legal Total
Total Commercial Illegal
Total Bettors Bettors Bettors
% % % %
Legal commercial 44,3 72.7 100.0 81.3
Exclusively 7.0 11.5 15.8 0
Combined , 37.3 61.2 84.2 81.3
Betting- among friends - 50.0 82.0 80.3 93.3
Exclusively 12.7 20.8 0 0
Combined ' 37.3 61.2 80.3" 93.3
Illegal betting 10.9 17.9 20.0 100.0
Exclusively ' 0.1 0.2 , 0 1.1
Combined ' ' 10.8 17.7 19.8 98.9
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the heaviest uscrs of legal channels and also bet more with friemds than
anyone else. (Table 1.1-5) Nevertheless, there is a great deal of exclu-
sivity in betting. Seven percent of the population say they bet only
through legal commercial channels, that is 11 percent of all bettors and
15.8 percent of all légal commercial bettors., Within the five game legal
commercial framework (horses and dog tracks, lotteries, bingo, and casinos),
more than half of the bettors report betting on only one of the five games.
The games which draw the heaviest exclusive participation are bingo and
lotteries, but there are large sex differences. Lotteries have an ex~
clusive hold on 31 percent of the male commercial bettors and 9 percent

of the female commercial bettors, while bingo has an exclusive hold on 18
percent of the female commercial bettors and only nine percent of the male
commercial bettofs.

Thirteen percent of the population indicated that they bet only with
friends. Three-quarters of people who bet with friends also report bet-
ting commercially either legally or illegally. This compares to a 61
percent participation rate for the country and is indicative of fhe way
commercial gambling spreads. Twenty-one percent of the total betting
population is comprised of those who only bet with friends.

Despite general exclusivity, very few people say they bet illegally
to the exclusion of oth  channels of betting--only one~tenth of one per-
cent overall, and 1.1 pex nt of all illegal bettors. Ninety-three per-
cent also bet with friends and 81 percent bet on legal games. However,
within the four-game illegal framework consisting of sports books, sports

cards, numbers, and horse books, there is a great deal of exclusivity.



Forty~four percent of illegal bettors say they confine their illegal bet-
ting to only one of these four games. This exclusivity pattern is much
stronger among males than females overall, but numbers attract a greater
proportion of women. Twenty-eight percent of women who bet illegally, bet
only on the numbers which compares to 12 percent for men. On the other
hand, sports cards have a large exclusive hold on 20 percent of male il-
legal bettors. Sports and horse books have much less exclusive hold, but
10 percent of males who bet illegally use horse books to the exclusion of
other illegal games, whereas only one percent of women do. (Tables 1.1-5
through 1.1-8)

Participation in particular gambling games or betting activities
varies from 38 percent participation to one-tenth of one percent. Forty
gambling activities are listed on Table 1.1~¥ with participation rates
for lifetime and for 1974. Some activities seem to be gaining in share
of total betting while others are waning. . Playing card games with friends
is rising and remains the single most popular betting activity, but
lottery participation is rising faster because very few people had. a
chance to bet on lotteries prior to 1964, Other games and events which
appear to be on an upturn in-terms of share are: sports cards, betting
on most sports with friends, miscellaneous event betting, betting on
tennis or golf games among friends, betting on backgammon, legal off-track
betting, betting on college basketball with a bookie, and betting on pool
or billiards. Games which seem to have less éhare now than earlier are:
casinos, dice games, bingo, horse races, pinball, dog tracks, betting
on chess, checkers or dominoes, numbers betting, Jai Alai, betting on

baseball, that is, other than pro-baseball among friends. (Table 1.1-9)



Exclusive Betting Among Total Sample, and Bettor
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Table 1.1-6

Groups

Exclusively Bet

one Legal Game

to the Exclusion

of other Legal

Exclusively Bet
one Illegal Game
to the Exclusion
of other Illegal

Exclusively Bet
one Game to the
Exclusion of 8
other Legal or

Games Games Illegal Games

Total population % 24.9 4.8 26.8
Males % 25.7 8.3 29.1
Female % 24.0 1.8 24.7
Total bettors % 40.8 7.8 43,9
Male bettors %2 19.5 8.3 45.2
Female bettors % 44,0 i.8 42.6
Total legal commercial

bettors Z  56.0 - -
Male commercial bettors 7%  54.4 — -
Female tommercial

bettors %z 57.2 -- -
Total 1llegal bettors % - 43.8 -
Male illegal bettors JA - 47.2 -
Female illegal bettors % - 34.2 -
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Table 1.1-7

Exclusive Participation Among Legal Commercial Games

Only Form of Legal Commercial Gambling

Horse Dog
Track Casino Bingo  Lottery  Track
Total Sample % 3.8 3.0 6.0 11.1 1.0
Total legal commercial bettors % 8.5 6.7 13.5 25.1 2.2
Total bettors A 6.2 4.8 9.8 18.2 1.6
Males in total sample % 3.1 2.4 4.1 14.8 1.3
Male commercial bettors % 6.7 5.1 8.6 31.3 2.7
Male bettors Z 4.6 3.6 5.9 21.6 1.9
Females in total sample A 4.3 3.4 7.6 8.0 0.7
Female commercial bettors Z 10.3 8.1 18.1 19.1 1.6
Female bettors A 7.9 6.2 13.9 14.7 1.3
Table 1.1-8
Exclusive Participation Among Illegal Games
Only Form of Illegal Gambling
Horses with Sports with . Sports
biookie Numbers bookie Cards
Total sample % 0.8 1.8 0.6 1.6
Total illegal bettors % 7.6 16.2 5.2 14.8:
Total bettors % 1.3 2.9 1.0 2.6
Males in total sample A 1.7 2.1 1.0 3.5
Male illegal bettors % 9.7 12.0 5.6 19.9
Male bettors % 2.5 3.1 1.4 5.1
Females in total sample % 0.1 1.5 0.2 0.0
Female illegal bettors A 1.4 28.4 4.0 0.0
Female bettors Z 0.1 2.7 0.4 0.0

Note: Percentage read across the table.
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1.2 Gambling Among Friends

All in ali, betting among friends holds the largest share of all
betting activities. Half the adult population reported placing at least
one bet with friends last yvear. The most popular kind of betting among
friends is card games (38 percent), followed by pro-football (20 percent)
and pro-baseball (18 percent). The next two are sufficiently unusual
to merit more detailed discussion. Almost one~sixth of the United States
population said that they bet whether some event would happen or where
it would happen. For example, the hour of someone's birth, the first
snowfall, whether someone would resign~-or the date of that resignation--
and similar events. More than 10 percent of adult respondents said they
bet in a check pool at work. This takes many special formats, but es~
sentially the rules are the same. The number on the paycheck is multi-
plied by the time of day or temperature, and the number closest to the
sum of the day, month, and year is the winner. Half of the people who
bet on their pay checks say they do it on every pay check. Unfortunate-
ly, we do not know the amount of those wagers, but exploratory group in-
terviews indicated it normally ranges from $1 to $10 and sometimes high-
er. Pool and billiards are other popular games providing an opportumity
for betting (11 percent). Next comes college football also at 11 percent,
betting on prize fights or wrestling matches at eight percent, dice games
at eight percent, and bowling at séven percent. |

Males report betting among themselves on each and every gambling acti-
vity to a significantly greater extent than females &o (60 percent vs. 42
percent), but male participation is even more dominant in betting on sports

among friends.
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Table 1..1-9

Lifetime and 1974 Betting Participation

Lifetime 1974 Holding
% % Share % % Share Power

b4
Card games with friends 52.8 11 38.4 16 72
Lottery ticket 30.0 6 24.1 10 80
Professional football with friends 25.8 5 20.2 8 77
Bingo 43.9 9 18.7 8 44
Professional baseball with friends 25.7 5 17.7 7 70
Horse races 34.6 7 i‘3»-9 6 43
Miscellaneous events 22.1 5 14.8 6 68
Pool, billards 18.3 4 11.3 7 61
Check pool 22 5 11.2 7 50
College football with friends 17.8 4 11.1 7 61
Casinos 26.7 6 9.4 4 27
Fights or wrestling with friends 13.7 3 7.7 3 57
Dice 20.8 4 7.6 3 38
Bowling 13.2 3 7.2 3 54
Professional basketball with friends 8.8 2 6.3 3 66
Illegal card games 11.7 3 5.9 3 50
Pinball 14.6 3 5.6 2 40
College basketball with friends 8.7 2 5.0 2 55
Tennis, golf with friends 6.2 1.3 4.7 2 83
Auto racing 7.1 1.5 4.1 2 57
Dog tracks 14.4 3 3.9 2 29
Chess, checkers, dominoes 7.2 2 3.7 1.5 57
Sports cards 3.1 0.6 3.0 1.2 1.00
Numbers 7.2 1.5 3.0 1.2 43
Hockey with friends 4.5 0.9 2.5 1.0 55
Jai lai 5.4 1.3 2.4 1.0 37
Horses with bookies 7.3 1.5 2.4 1.0 33
Elections 9.1 2 2.3 1.0 22
Professional football with bookie 3.2 0.7 1.8 0.7 56
Backgammon 2.0 0.4 1.4 0.6 70
College football with bookie 2.4 0.5 1.1 0.5 46
College baseball with friends 2.7 0.6 1.1 0.5 41
Professional baseball with bookie 1.9 0.4 0.8 0.3 42
Fights or wrestling with bookie 1.2 0.2 0.6 0.2 50
Off track betting (legal) 0.8 0.1 0.6 0.2 75
Mahjong 1.2 0.2 0.5 0.2 42
Professional basketball with bookie 1.0 0.2 0.5 0.2 50
College basketball with bookie 0.6 0.1 0.4 0.2 66
Hockey with bookie 0.7 0.1 0.3 0.1 43
College baseball with bookie 0.2 * 0.1 * 50
Tennis or golf with bookie 0.2 * 0.1 * 50

482.8 240.1

*Less than one percent
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We obse;ved that.half the United States population reported betting
with friends, but there are some groups who do so less often than others.

The groups with somewhat less than 50 percent betting participation
rates with friends are: women, non-whites, 45-64 year olds, those with
incomes over $5,000 but under $10,000, Baptists, people with Spanish-
speaking origins, people with African origins, those from small cities
and rural areas, and those who live 50 miles or more from any one of the
25 largest cities.

Our figures show that those who rarely gamble with friends (or
in any other way) are: people over 65 years, people with incomes under
$5,000, widows and widowers, non-high school graduates, members of Bible-
oriented sects, and Southerners.

Thirteen percent of the population reports betting with friends ex-
clusively. They are dissimilar to other people who bet with frienés in
two minor ways: those with incomes of $5,000 te $10,000 a year are more

likely than those with higher incomes to be a "friend only" bettor and

Protestants are more likely than Catholics or Jews to bet only with friends.

0f course, in considering both of these exceptions we must remember that
betting only with friends is a denial of commercial gambling, and as such

is conceptually closer to non~gambling.

1.3 Legal Commercial Gambling

There are five major legal channels for gambling: horse tracks,
state lotteries, casinos, bingo; and dog tracks.
Forty-four percent of all adult Americans said they wagered money

in 1974 on one or more of the legally available commercial games. People

ey
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Table 1.3

1974 Commercial Game Participation

Total Legal Illegal
Sample = Horses Lottery Bingo Casino Dogs Sports Horses Numbers Sports cards
7% % % Z A A % % % %
Legal
Horses : 14 100 25 28 38 45 43 63 45 a7
Lottery 24 43 100 45 28 32 55 54 62 58
Bingo 19 37 35 100 35 42 35 39 34 32
Casinos 10 26 11 18 100 27 27 22 18 23
Dogs 4 13 5 9 11 100 23 8 5 19
Illegal
Sports 4 12 9 7 11 23 100 45 25 100
Horses 2 11 5 5 27 100 34 25
Numbers 3 10 8 5 20 b4 100 20
Sports cards. 3 8 7 5 15 78 31 21 100

Exclusive betting within
five legal games 27 46 32 31 25

Exclusive betting within '
four illegal games 22 34 39 53

Exclusive betting within
eight commercial games 26 43 30 29 22 20 25 15 36

_'[Z..
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who reported gambling on legal commercial games exhibit the same demo-
graphic profile as bettors in general with only minor variation. Our
figures show that the unemployed are more inclined to bet commercially
than the employed, that Jews are slightly greater participants than
Catholics, ané those from Spanish-speaking countries participate more
in this kind of gambling activity than those from West European back-
grounds.

On Table 1.3, we focus on bettors of specific commercial games.

Horse Tracks. Fourteen percent of the United States population said

they bet on the horses at horse tracks. Tor 27 percent of those twenty
million people, this was the only legal commercial game they indulged in,
but as a group they are above average participants in all other legal and
' illegal commercial games.

State Lotteries. Although there are lotteries in only 12 states,

this form of commercial gambling draws a projected 34.5 million people or
almost a fourth of the United States adult population. The drawing power

of lotteries is seen even betitar when we look at lottery participants who
live in those 12 states. Almost one half of these lottery players said they
play the lottery exclusively. Sixteen percent said they confine themselves
to only legal commercial gambling. The largest overlaps with other gam-
bling activities are the 35 percent of lottery players who also play bingo,
and the 25 percent who also go to horse tracks. Lottery players have only
average attendance at dog tracks or casinos, but they have above average

participation in all four illegal games.
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Bingo. Almost onme fifth of the sample reported playing bingo for
money.b As a group, they are above>average participants in all other le-
gal and illegal games, but their illegal activity is not as éxtensive as
other legal commercial betting groups. There is a very sizable overiap
of bingo and lottery players. Eight percent of the sample or 14 percent
of total bettors said they play both bingo and lotteries. On the other
hand, around a third of all bingo players restrict their legal commercial
participation to bingo alone, and 30 percent restrict their total commer-
cial betting to bingo alone.

Casinos. Ten percent of the sample of the United States population,
which projects to 14.4 million Americans, said they went to a gambling
casino in 1974. As a group they are above average participants in all‘
other games, but only slightly above average on lottery play and consid-.
erably below average for bettors as a whole. In fact, thirty-one per-
cent of all people who went to casinos in 1974 engaged in no other.legal
gambling, and 27 percent engaged neither in other legal nor in any ille-
gal game. | |

Dog .racks. Four percent of the sample said they bet at dog tracks
in 1974. This amounts to 8.5 percent in states wifh dog tracks, Thirty-
five percent of dog players do not play any other legal game. Dog players
are also heévy horse piayers and heavy bingo players-and have above average
participation on all games both legal and illegal.‘ The most stértling

finding is the large percentage of dog players who bet on sports with a

bookie~-~23 percent.
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Seven percent of the population or 16 percent of those who bet on
these commercial games said they bet on nothing else. This suggests that
there is a group of people whose gambling on legal games is directly
stimulated by the existence of the game and by the attendant advertising.
It represents neither an extension of gambling with friends into a com-
mercial activity, nor the conversion of illegal gamblers into legal ac-
tivity.

In contrast to legal commercial bettors in general, those who bet
only on legal commercial games are quite a differemnt group: almost twice
as many women as men; more non-whites; disproportionately more people 45~
64 years; three times more employed than unemployed; fewer divorced and
separated; more high school only; fewer Jews than Catholics; almost twice
as many Italians as any one other ethnic group; fewer from the Northeast
and more from the Noxrth Central part of the United States; no differences
between city size or type; and fewest from the 25-49 mile ring around

large cities where most gamblers live. (Table 1.1-1)

1.4 TIllegal Gambling

In 1974 eleven percent of the sample adult population, which projects
to 15.8 million Americans, gambled illegally by placing bets with-a book-
ie, on a sports card, on the numbers, or by playing at an illegal card par-
lor. Although by definition illegal gamblers are included with gamblers,
they’are a very different breed. Whereas all together there are only
slightly more male than female gamblers, there are four times more male

than female illegal gamblers. The proportion of illegal gamblers among
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blacks and those with Spanish-speaking origins is double that found among
other gamblers. Although gambling in general is most prevalent in the
suburbs, illegal gambling is moré prevalent in the central cities them-
selves. A larger proportion of Catholics gamble than any other religioﬁs
group, but Jews gamble iilegally more than Catholics do.

The most important subgroups in describing illegal gambling partici-
pation are those with Spanish-speaking origins, Jews, and ILtalians. They
each have different bétting patterns, but together they account for the
highest participation rates in the three main iilegal gambling games. (Table 1.4-1)

The Northeast is a hotbed of illegal ganmbling activity. Almost one
fifth of all adults living in the Northeast said in 1974 they bet on at
least one of the four illegal games we asked about. This compares to 12
percent in the North Central states, 7 percent in the West, and 6 peréent
in the South. Numbers is a bigger game than sports betting in the North-
east (8 percent vs. 6 percent). In all other parts of the country as
well as nationally, sports betting is the biggest‘game. (Table i.4~1)

Illegal gambling participation, like gambling participation in gen—
eral, rises as income increases. Similarly it is engaged in most frequent-
1y by those who are single but not widowed. There is a slight deviation
from the usual pattern on education. Illegal gambling is highest: among
high school graduates and those who have attended but not graduated from
college. (Table 1.1-1)

Participation in legal gambling activity is associated with higher
illegal gambling participation. Presumably one might not have considered

bingo to be conducive to illegal gambling, but 20 percent of bingo players
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Table 1l.4~-1

Differences in 1974 Illegal Gambling Activity
by Ethnic Origin and Region

Any Illegal Illegal
Illegal Sports Numbers Horses -
Total sample % 11 4 3 2
Spanish speaking origins % 19 3 9 5
Ttalian origin % 18 8 10 9
Jewish origin % 19 8. 4 3
Northeast A 19 6 8 6
North Central 7 12 5 2 2
South % 6 3 1 1
West % 7 1 1 1
Note: Percentage read across the table.
Figure 1.4-1

Tllegal Gambling Participation by Number of Legal Facilities

% Illegal
Gambling

SN NN DV

22

10 12

¢ 1 2 3
Number of legal facilities
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did bet illegally and 20 percent of people who bet with friends, 30 percent
of those who went to the horse tracks, and 38 percent of those who went to
dog tracks, bet illegally which compares to 11 percent in the total popula-
tion. (Table 1.3). . Another way of observing this relationship is demon-
strated in Figure l.4-1 where we have plotted illegal gambling participation
by number of legal facilities available. As we can see, in states which pro-
mote or allow promotion of legal gambling activity, illegal gambling parti-
cipation is higher. Furthermore, in states where tracks are legal, and

thgre is a direct counterpart, we observe more illegal gambling overall

and specifically more betting on horses with a bookie. <{(Table 1.4-2)

Of the 15.7 million illegal gamblers in the United States, 39 percent
or a projected 3.9 million spent at least $50 over the year on such bets
and may be classed as "heavy' illegal bettors.l These three percent of the
United States population are different from bettors in general and from
more casual illegal bettors. The group is composed mostly of males, more
nonwhites, more people under 45, more divorced and separated, more Italians,
more Spanish-speaking, more people living within the larger cities, and
predominantly those living in the Northeast of the United States.

A tenth of one percent of the United States population engages exclu—
sively in illegal betting, that is, by projection, less than 150,000 people
in all. It is also a very small proportion of the illegal bettors. Eighty-
one percent of all illegal game bettors also bet on legal commercial games

and 93 percent bet with friends.

1. Illegal gambling activities include illegal card parlors as well as
numbers, sports cards, sports books and horse books but wagers were not ob-
tained for them. TFor the illegal games for which dollar wagers were obtained,
56 percent bet less than $50 in. 1974, 39 percent bet over $50 and 5 percent
did not provide dollar amounts. This amounts to 3.9 percent, 2.7 percent

and 0.4 percent of the total sample respectively.

oy
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Table 1.4-2

Differences in 1974 Illegal Gambling Activity
by Legality of Horse Tracks

Horse Track Laws

Legal Non-legal Total
States States Sample
A 7% %
Illegal gambling participation 11.5 9.5 10.9

Betting on horses with bookie 2.9 1.0 ‘ 2.4
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While there is a great deal of specialization within illegal betting,
it is more common where the form of the bet is routine and where the game
in effect comes to the player, as in numbers and sports card betting.

Only 3 percent of the population play the numbers, but 59 percent of
all numbers bettors bet on no other illegal game. This is the highest ex~
clusivity rate across any kind of game, legal or illegal. Fifteen percent
bet on no other commercial game at all. When taken as a group, numbers
players have above average participation in games of all kinds, and are
heavy participants in the lotteries (62 percent) and many bet on horses

with a bookie (34 percent).

The 3 percent of the sample, projecting to 4.3 million Americans who
bet on sports cards, have above average participation rates in other games.
Like all other illegal bettors they are heavy participants in lotteries
(58 percent). On the other hand, sports cards players are another group
with high exclusivity rates. Fifty-three percent of all sports card
bettors engage in no otﬁer illegal activity while 39 percent engage in
no other commercial gambling activity of any kind. (Table 1.3).

Peopie who bet on sports illegally comprise 4 percent of the sample,
This is made up of 3 percent who bet on sports cards and 2.6 percent who
bet with a bookie. Essentially no one bets only on college sports with
a bookie, but 0.7 percent bet only on pro-sports, while 1.9 percent bet
on both pro and college sports. The most popular sport for betting is
pro-football (1.8 percent); followed by college football (1.1 percent);

pro-baseball (0.8 percent); pro-basketball (0.5 percent); college
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basketball (0.4 percent); hockey (0.3 percent); and college baseball (0.1
percent). (Table 1.1-7) |

Twenty-two percent of sports bettors restrict their illegal betting
to sports. That is the lowest exclusivity rate for any game. Twenty per-
cent say they bet on no other commercial game of any kind.

Sports bettors are the heaviest casino bettors and both groups of

bettors have high soclo=economic profiles. They are also the heaviest dog
bettors; we noted that oﬁerlap in the profile of legal commercial dog-track
bettors.

Only two percent of the sample, projecting to 2.8 million Aﬁericans,
bet on horses with a bookie. Like'other iilegal bettors they ha&e high
‘overlap with numbers betting. At the same time, 34 percent of them said
they bet on no other illegal activities and a guarter of them bet on no
other commercial game. Surprisingly, only 63 percent of people who bet

on horses with a bookie.also visited the track.

1.5 A Multivariate Analysis of Economic and Demographic Factors Influen-

cing Gambling

Like any other soclal phenomenon, gambling is affected by many other ~
factors like religious training, ethnic background, and agg,{each modify~
ing the behavior of the individual in a different way. For many policy
purposes the influencz of individual factors is less important than the
sum total of their effect as they impinge on the behévior.of particular
groups. Thus in the earlier sections of this chapter we have described
how observed gambling activity varies among religious groups, agé groups,

regions of the nation, and so on.
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But it is also useful to attempt to disentangle the influences of
the many individual factors and to assess how they contribute to gambling
behavior, other things being equal. Of course, other things are never
equal among different individuals, but we can resort to multiple regres-
sion to make statistical comparisons of behavior among a large number of
individuals, each of whom is influenced by a different constellation of
factors. This permits us to estimate the contribution of each individual
factor to the total observed behavior.

The results of this procedure, summarized in Table 1.5, show the
contribution of each of nine important factors to gambling participation.
The nine factors are: region of residence, family income, education,
national origin, religion, age, distance from one of the 25 largest
United States cities, sex, and the individual's perception of whether the
type of gambling under discussion is legal where he or she lives.

Each section of the table shows, for a given type of gambling, first
the percentages of people in each subgroup who gambled on that game in
1974 and second, what those percentages would be, among a group of people
who were alike in all respects except the one in question.

Parimutuel Betting at Horse Tracks. For example, the first set of

columns deals with parimutuel betting on horses at the track. The first
set of rows deals with the influence of region of residence. Two sets

of results are shown. The first (marked "unadjusted") represents parti-
cipation rates as actually observed in the several regions. The figures
show, for example, that betting on the track is reported most frequently

(20.1 percent) by people in the Northeast and less than half as frequently
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(9.5 percent) by people in the South. But these figures reflect not only
regional differences as such, but also any average differences in income,
religious belief, education, and other factors that may also differ among
regions.

To some extent, then, the low participation observed in the South
is really to be associated with the greater prevalence of Bible-oriented
religious groups there, with lower incomes, different educational achieve-
ment, and so on. The second set of figures {marked "adjusted") represent
a statistical estimate of how the participation rates would vary from
region to region among groups of people who were identical in income
distribution, religious composition, educational achievement , and all
of the other nine important factors. The comparison of the two sets of
data is quite startling in this instance. Once the influence of ather
factors has been taken out, regional differences in track betting vir-
tually vanish. If anything, participation tends to be higher in the
South than elsewhere, other things being equal. 1In other words, there
is little or no regional variation in proportion of adults who visit the
track. What appeared to be variation associated with region in the first
instance, proved to be the influence of other factors which predominate
in the region.

In similar fashion, the adjusted rates show that a higher percen-
tage of rich than poor people visit the track, although the influence is
smaller after adjustment for other factors. Participation by the lowest
income groups is much closer to participation of those with the highest
incomes, suggesting that income alone cannot account for whether people

will go to the track.
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Likewise, better educated people attend in larger percentages than
people with less education, although there are surprisingly few among
those with some college who did not complete a degree.

After adjustment for other factors, there is virtually no variation
in track attendance among people of African, Spanish-speaking, or Italian
origin. However, compared to all the rest of the population, their par-
ticipation rates are higher.

There is very striking variation among religious groups. After ad-
justing for income, education, and nearness to large cities, Jews and
Catholics remain the biggest track-goers, and those belonging to Bible-
oriented Protestant sects remain the least.

There is some variation by age. Track betting reaches a peak in the
25-44 age group and then declines, the reduction being especially sharp
after age 65.

People in the suburban rings, 25-50 miles out from the 25 largest
United States cities, go to the track more often than others. Men are
slightly more likely to go than women.

Going to the track also varies significantly by whether people
perceive tracks to be legal or not. In the case of race tracks, this
perception is likely to correspond to the actual legal status. Thus the
results show that a larger proportion of people who live in states with
horse tracks bet at tracks than do people who live in states without
tracks. The latter group must, of course, travel to a state with a track

in order to attend.



Casinos. ‘Befting at casinos i1s five to ten times more prevalent in
Western states than elsewhere, in all likelihood due to the Nevada caéinos.
It is also strikingly more frequent among high than among low-income groups
and participation élgo rises with education. Those of Spanish~spesking
derivation ﬁave the.highest participation rates and blacks the lowest.
This woula be expected in the unadjusted data because of the relative high
density of people of Spanish-ancestry and the low density of blacks found
in -the West. Tt is interesting to note, however, that the differences
persist even after adjustmenté for region.

Jews stand out among religious groups with participation rates
double those for people of other religions, and the middle-aged are more
likely to participate than either very young or very old adults. Like
race tracks, attendance ét casinos 1s heaviest among those in the subur-
ban rings near the 25 largest clties, but there is virtually no difference
between sexés'in participation. |

There is é striking difference in participation among people who
assert casino gambling i1s legal where they live than asmong those who say
it is dillegal. Since‘casinos are, in fact, illegal everywhere except
Nevada (and no réspondeﬁts from Nevada appear in this sample) the meaning
of this felationshipbis open to quesﬁion: It would appear that many people
responding "1ega1” to the question were not addressing themselves to the
legal status of casinos wﬁere they 1ived,‘but rather where they gambled.
That is, legal casinb'gambling was aﬁailable to them in Nevada.

ggggg. Bingo is ubiquitous, but is engaged in somewhat less in the

South then elsewhere. Although participation tends to rise with income,



it declines sharply with education. Blacks are somewhat more and people of
Spanish-speaking background considerably less given to playing than the av-
erage. Catholics are greater participants than other religious groups ——
hardly surprising in view aof the traditional role.of the game as a church
fund~-raiser.

Despite the general perception of bingo as a game for the elderly,
they participate less than any other age group.

On the other hand, bingo is unique among the forms of gambling ex-
amined in that participation rises the farther the group lives from cen-
tral cities and that women p.rticipate more than men.

Lotteries. Participation in lotteries varies strongly with region
and is one of the few forms of gambling where the least participation is
not found in the South. Lottery participation tends to rise with income,
but not sharply, and there is virtually no variation by education. Par-
ticipation in lotteries is also largely independent of ethnic background,
although participation by people of Spanish-speaking origin is only half
that of other groups. Likewise, aside from low participation by members
of Bible-oriented Protestant sects, religion exerts a minor influence.
Like bingo, lottery participation is greatest amoag the middle-aged, but
distance from the city is much less a factor. Somewhat more men buy lot~
tery tickets than women and, of courge, people in states with legal lot-
teries participate three times as frequently as others.

Dog Racing. Betting on dog races varies only slightly by region,
income, or education. Among ethmnic groups, people of Italian ancestry

show participation rates more than double that of other groups. Partici-



-37~

patidn is highest among Jews and virtually nil among Bible-oriented
Protestants. Unlike most other forms of gambling, betting on dogs is
most popular among young adults and declines regularly with age. Like
most gamwbling, however, it is most common among dwellers of the suburbs,
men participate more than women, and more people participate when they
live in’states with dogktracks.

Sports Books. Participation in illegal sports betting is most popu-

lar in the Northeast and North Central regions, and nearly non-existent

in the West, possiblyv due to the availabilitv of legal gambling faecilities
in Nevada. Again as we observed in legal gambling, when the influence of
ethnic mix, nearness to the largest cities, and income are accounted for,
the effect of living in the Northeast on gambling participation is reduced.
Participation in sports books rises somewhat with income, but among educa-
tion groups is highest among those with some college but no degree. There
is wide wvariation for thié kind of betting among ethnic groups with
virtually none found among blacks, and participation of 4.6 percent among

those of Italian ancestry.

Jews participate more in sports books than other religious groups
and participation by members of Bible-oriented sects is ﬁoré common than
among other Protestants or among Catholics. Maie participation is ten
times that of females, who rarely bet on sports illegally.

Horse Books. Participation in illegal horse books is highest inb
the Northeast and (like illegal sports books and fof the same reasons) is
almost completely absent in the West. iﬁdomebh;s a small influence on

participation, and participation declines markedly with education,
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«Imost disappearing among those with college degrees after other factors
are taken into account.

Participation in illegal books varies sharply by ethnic background
and by religion. After account is taken of other factors, there is
virtually no patronage of illegal horse books among Jews, and participa-
tion reaches a peak among Bible-oriented Protestants, a complete reversal
of the pattern for mosf forms of gambling.

Except for low participation in the oldest age groups, age has little
influence on pavticipation. Distance from metropolitan area is, however,
a factor, although the least participation is found in the suburbs, a
reversal of other gambling forms. Like most other illegal gambling, it
is essentially a male pastime.

Numbers. There is greater regional variation in participation in
numbers than ih any other type of gambling. 1In the Northeast, after
adjustment, 8 percent of adults play the numbers compared to 1.6 per~
cent in the South and hardly anybody in the West.

There is relatively little variation by income, but a strong tendency
for participation to decline with education beyond high school. Virtually
no participation was found among those with college degrees after adjust-
ment for other factors. Among ethnic groups highest participation is
among those of Spénish—speaking or Italian amcestry. Participation by
blacks, although higher than that of all others, was only half that of
those of Spanish-speaking or Italian ancestry. Participation varies
greatly by religion, from nearly zero among Jews to over 4 percent of
Bible-oriented Protestants. Numbers playing declines with age and is

reduced very sharply by distance from the metropolitan area.
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Although participation rates for men are double, numbers is the only
illegal gambling game with substantial female participation.

Sports Cards. Like other illegal gambling, participation 71 sports

cards is lowest in the West. There is some variation by income, but
relatively little by education.

Sharp differences are found among ethnic groups with almost no
participation among blacks and those of Spanish-speaking ancestry, but
6.1 percent participation among those of Italian ancestry. Sﬁorts cards
are most popular among Catholics.

Betting on sports catrds declines markedly with age, but is little
affected by distance from metropolitan area. It is predominantly a male
pursuit.

Comparison of Legsdl and Illegal Gambling. There are interesting dif-

ferences in demographic influences on legal as compared to illegal partici-
pation.

Except for the striking participation of Westerners in gambling
casinos, legal gambling participation would vary only slightly among
regions if all other factors were equal. Illegal gambling, on the other
hand is characteristic of the Northeast and North Central reglons, and
1s virtually absent in the West.

Both legal and illegal gambling tend to rise with income.

Except for lottery and bingo, legal gambling participation tends to
rise with education whereas participation in illegal games tends to de-
cline. Betting on horses provides an interesting case. Parimutual betting

at the track rises from an adjusted participation rate of 10.8 percent
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among people with less than a high school education and 14.7 percent of high
school graduates to 19.7 percent among college graduates, whereas partici-
pation in illegal horse books drops from 2.5 and 3.7 percent in the low
education groups to virtually nothing among college graduates.

Participation varies strongly.by ethnic background. Blacks show the
highest participation rates for three of the five legal games and the
lowest on four of the five illegal games. People of Spanish-speaking
ancestry have the highest participation in casino gambling but are very
low in bingo and lottery participation. In the area of illegal gambling
they are high in playing the numbers. People of Italian ancestry are
heavy participants across the board.

There is likewise an interesting shift in the influence of religion
between legal and illegal gambling. Except for the predominant partici-
pation by Catholics in bingo, Jews have the highest participation rates
in all legal gambling. Members of Bible-oriented Protestant sects show
very low legal participation. Among illegal games, in coﬁtrast, excépt
for sports books, Jewish p#rticipation ié virtually zero. Moreover,
participation by members okaiﬁle—oriented Protestant sects tends to be
high, and is highest of>all groups in participation in numbers.

Age 1s an important factor influencing gambling behaVior, and appears
to affect legal and illegal partiéiﬁants in much the same fashion.

As affected by disténée from one of the 25 laréest‘cities, legal
gambling, except for’bingo; is cleérly a suburban phenomenon. Illegal
gambling, in contrast, is urban, except for sports books, participation

rates decline with distance from the city.
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Higher participation rates are observed for males than for females
in all types of gambling except at casinos where women are ahead by a small
margin. But there is considerably less difference between the sexes in le~
gal than in illegal participation. Except for numbers, illegal gambling
is very nearly an exclusively male charsacteristic.

A note of caution may be necessary here. This section deals with
the influence of each of nine demographic or economic variables zssuming
all of the others are equal. It explains the contribution of each above
and beyond what could be expected from the other factors. In the real
world social and economic conditions are not distributed equally; there-
fore, the findings reported in Section 1.5 should be used to understand
how gambling participation varies, but should not be used in estimating

the impact of legalization on these groups.

1.6 Nevada Residents‘L

In view of the wide variation in gambling behavior among communities
depending on what activities are 1egal; it is interesting to examine the
gambling behavior of residents of Nevada, the state in which virtually
all forms of gambling are iegal{ This comparison is made in Table 1.6.

In simplest tefms, the gambling behavior of Nevada residents is
strikingly different from the average for the nation in four ways:

1) There is greater participation by Nevadans’in gambling. Three”quarters
of Nevadans gambled on legal commercial games in 1974 comﬁared with 44

percent of other Americans. 2) The average bettor gambles more. The

1. See Chapter Eleven for a complete analysis of gambling in Nevada.

1
L
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reported average amount wagered legally for the year was almost $500 per
bettor among Nevada residents compared to $273 in the United States at large.
3) Gambling is much more regressively related to income in Nevada than in

the United States as a whole (see Chapter Three, sections 3.2 and 4). Il-
legal gambling participation is around a third of what it is in the remainder
- of the United States.

Nevada operates no horse tracks, but horse players apparently traveled to
Califorﬁia or elsewhere to visit a track, since 3.2 percent of the Nevada
population went fo tracks. This compares with'13.9 percent of the United
States, and the average bet per year was much smaller. Absence of stim-
ulation from local tracks also appears to contribute to the relatively
low participation rate at both legal and illegal horse-betting establish-
ments. Only six percent of Nevada residents reported betting at a legal
horse parlor and another 1.9 percent with illegal horse books, a total
that is short of participation in OTB by New Yorkers (13.5 percent). More-
over the average annual bet was considerably smaller.

In total, there appeared to be lower participation in illegal gambling
by Nevadans, although it 1s interesting to note that despite the existence
of legal sports-betting facilities, a larger percentage of Nevadans re-
ported patronizing illegal sports books than in the United States at large.
Evidence independent of our survey suggests that a considerable part of the
iilegal‘gambling in 1974 .consisted of bets with illegal horse and sports
books to evade the 10 percent federal excise tax on such gambling that was
then in effect. The subsequent reduction of the tax to two percent has

doubtless further reduced illegal gambling in Nevada. Overall, participation
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Table 1.6

1974 Gambling Behavior of United States as a Whole
Compared to Nevada Residents#

United States Nevada
Game Participation Average Annual Participation Average Annual
(% of Adult Pop.) Wager per Bettor (% of Adult Pop.) Wager per Bettor

Legal

Horses at track 13.7 $ 448 3.2 $ 103

Off~track betting parlors 13.52 1118 6.0 179

Slot machines 72.1 377

Keno 9.4 448 54.2 n.a.
Casino games 27.3 846

Bingo 18.7b 74 24,1 104

Lottery 47.8 25 - -

Sports betting parlors — -— 8.0 158

Total legal commercial 44,0° 273 76.0% _ 6634
Illegal

Sports books 1.9 623 2.9 275

Horse books 2.4 416 1.9 131

Numbers 3.0 273 0.0e e
Sports cards 3.0 44 3.0 36

Total illegal 11.2 318 4.3 257

*Note: All estimates ave subject to sampling variation. See Table B-4 for standard error.
ANew York only

bStates with legal lotteries only

“Includes dog races, Jai alai, and other legal forms of gambling not shown above.
dIncludes sports cards

eSports cards are legal in Nevada

—Ei;..
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by Nevadans in legal gambling is 70 percent higher than the United States
average and their average bet almost 150 percent larger. TIllegal parti-
cipation is less than one third of the rest of the nation, and the annual

bet per illegal bettor is 75 percent of the United States average.



CHAPTER TWO

DYNAMICS OF GAMBLING

2.1 Reagsons Given for Gambling on Particular Games

Although 61 percent of the population reports betting, the highest rate
of participation for any one game is 38 percent. Knowing however that many
people play more than one game it can be presumed they derive different sat-
isfactions from the various games, and indeed our data support that presump-
tion.

As anticipated, 60 percent of those who bet at the track, go to casi-
nos, play bingo, or bet on sports events with friends give as their rea~
son for doing so '"toc have a good time." Only a small number of lottery
and numbers players, however, give this as a reason and even fewer bookie
bettors. Surprisingly, there is a great deal of variation among bookie
bettors in this regard. Almost half the people who bet on sports with

a bookie say they "have a good time," while only a third of those who
bet on horses with a bookie and also go to the track give this as a
reason. Those who place bets on horses through a bookie without going
to the track do not indicate that they do it to have a good time. (Table
2.1-1)

The above data provide insights into the varying appeals that gam—
bling holds for people. For example, in the three games where "having a

good time" is not a factor, i.e., numbers, lotteries, and non-track horse

bookie bettors, the bettor does mnot directly participate in or even see

45



Table 2.1-1

Major Reasons Reported for Gambling on Eight Games#

Legal Games Illegal Games
Horses Sports Horses with Bookie
at with Sports Track Non Track Numbers
Track  Casinos Friends Bingo Lottery Bettors  Bettors
% 7% % Z VA % Z Z %
Specific Reasons
Have a good time 86 78 63 62 15 48 33 2 6
Excitement 51 46 46 27 23 38 35 12 19
Challenge 40 41 50 20 33 67 39 60 20
Make Money 33 36 27 19 55 56 66 68 43
Chance to get rich 7 7 2 3 40 8 13 0 0
Pass the time 13 26 18 37 7 10 5 58 5
Something to look
forward to 16 13 31 14 40 26 2 25 14
Net Reasons
Activity interest related 98 92 94 75 82 73 85 77 43
Money Related 37 40 33 23 77 64 68 73 46

*Respondents chose one, two or three reasons from a list of 11 reasons provided.
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the actual action. It follows then that gambling participation can be
stimulated by providing access to the event itself, The Ohio lottery

has incorporated this idea and provides greater participént involvement
by means of a televised drawing with much showmanship. It should be rela-
tively easy to see what effect, if any, this innovation has had on the
sale of Ohio lottery tickets, although it is not within the scope of

the present study to follow'through on this.

The three games which share similar patterns of motivation are horses
at the track, casinos, and sports betting with friends. For all three
"having a good time" is stated as the main reason (63-86 percent), followed
by "excitement" and 'challenge" at 40 percént to 50 percent each, fellowed
by "to make money" at 27 to 36 percent each. In terms of motivation,
these games may be thought of as possible subgstitutes for each other,
Should casino betting become legal in states other than Nevada, one would
expect casinos to draw more customers from race track attendees than from
lottery, bingo, or illegal game players,

The pattern of reasons given for playing bingo is disﬁinctive. The
most frequently mentioned reason is "to have a good time" followed by 'to
pass the time," with all other reasoms given by less than a third of the
players.

The motivational pattern of lottery players i1s similar to that of
numbers players, with the largest proportion playing '"to make money" and .
low percentages saying they play "to have a good time," for "exciter-at,"
or as a ''challenge." ﬁecause of this similarity, it might be expectéd

that lotteries provide the best avenue for drawing illegal numbers players
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into a legal activity. With further analysis, however, we find that th?

existence of a legal lottery appears to encourage, rather than disrourage
betting on numbers (see page 167 ). This would indicate that when games

have similar psychological characteristics, introduction and populariza-

tion of:one of them may increase interest and participation in the other

regardless of their legal status.

The primary reason people give for illegal betting is ''to make money."
For sports bookie bettors and those horse bookie bettors whe do not go
to the track, 'challenge" is also a major motivation. Presumably this is
an expression of beating the system or pitting their skill against the
odds.

A final important factor in this discussion is the frequent mention
of "to pass the time" by those who bet on horses illegally but not legally.
Since the time.necessary for actually placing the bet with a bookie is
measurable in minutes, not hours or days, It is assumed that the reference
here is to the time taken to study the sheets and decide on the bets.

A further speculation is that these people live relatively far from a
tréck, Since attendance at the track is in actuality the more time-con-
suming part of betting on horses and therefore would be sought out if it
were available. This last point is more important as a conceptual insight
than aa accounting of who bets since less than 450,000 people fall into
this category.

Let us now turn to an analysis of why people who bet on certain games

do not bet on others. It is clear that the laws themselves have a measur-

able restraining effect on illegal gambling. An average of 30.percent &f
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all bettors state that they do not participate in illegal activities be-
cause of legal restrictions. Most say they simply do not wish to disobey

the law, but fear of arrest also plays a part. (Table 2.1-2)

It is interesting to note that the same reasons, i.e., "don't wish to
disobey the law" and "fear of arrest," frequently given for not partici~
pating in illegal activities, were also given for certain games which we
designated as legal. We believe this occurred in reference to casinos be-
cause of the existence of both legal and illegal casinos. We also believe
such reasons were given in response to the question on why they did not
bet on sports because we did not limit the question to bets with friends.
And finally, a confusion exists in the base of lotteries because "lottery"
is a word sometimes used in referring to an illegal form of gambling similar

to the numbers game.

Lack of availability is not given as a deterrent in bingo or lottery
participation, but is apparently the reason why 10 to 15 percent do not go
to horse tracks, casinos, or w2t with bookies.

Moral convictions against gambling play only a small role in the de-
terrence of illegal gambling by those who already gamble through legal chan-
nels. Fewer people look upon bingo as immoral than any other form of gam-
bling. Illegal books, especially horse books, are associated with immor-
ality to some extent.

The desire not to risk money is second to disinterest in the game
itself as a reason why people say they don't gamble on particular games and
inmthe i{nstance of the track or casinos is essentially as high as disinter-
est. However, peoplé do not appear to choose wheﬁher to gamble legally or
illegally on the basis of'odds, waste of money, fear of losing money, or

other money~related reasons.



Table 2.1~2

Major Reasons Reported for Not Gambling on Eight Games*

Legal Games Illegal Games

Horses at Track
Total  Bookie :
Bettors Bettors Casinos Sports® Bingo Lottery Sports Horses Numbers

% % % % % % A % %
Sgecific Reasons
Don't know about it 42 31 27 36 10 29 40 35 45
Don't think about it 37 35 22 39 45 37 36 31 34
It's not available 9 15 14 * 5 3 10 14 *
Not interested 36 42 26 33 72 31 28 22 47
Other things to do 41 35 23 42 63 26 30 21 32
Waste of time or effort 6 7 6 11 24 7 8 9 10
0dds against you 21 19 22 8 10 21 19 19 17
Waste of money 19 21 14 18 13 16 17 ‘12 16
Don't want to lose money 18 23 16 14 8 11 15 14 9
‘Don't disobey the law 9 4 9 14 1 15 21 21 19
Might get arrested 4 2 4 5 1 5 12 14 9
Net Reasbns
JActivity interest . 77 75 55 79 94 68 66 60 76
‘Money 70 62 53 45 35 46 50 44 40
Moral 7 8 13 3 9 10 14 8
Legal ' 5 5 12 17 2 16 27 34 24
Social 5 4 7 4 2 12 17
Availability 9 15 47 6 5 3 0 14 0

aQuestion asked of all people who did not bet on sports of any kind.

*Respondents chose one, two or three reasons from a list of 18 reasons provided.
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Table 2.1~3

Major Reasons Why Non-Gamblers Report
They Don't Gamble

Non Gamblers

Total First  Probed
Reasons Reasons Reasons

Z 4 A
Specific Reasons
Not interested 44 27 17
It's sinful 40 24 16
Other .things to do 38 35 3
Waste of money 37 24 13
It's wrong 34 24 10
Don't know about it 31 27 4
Don't want to lose money 26 16 6
Don't think about it 26 24 2
Don't have the money 25 18 7
Odds against you 23 13 6
Don't disobey the law 21 19 2
Waste of time or effort i6 12 4
It's bad for people 9 * 9
Wasn't raised that way 9 * Q
Don't believe in it 9 1 8
Bad for family 8 1 7
Might get arrested 7 & 1
Not lucky 6 5 1
People get nasty 6 5 1
Causes corruption 5 * 5
It's shoddy 3 2 1
Not available 2 2 *
Too risky 2 0 2
Don't trust the game 1 % 1
Net Reasons
Activity interest 83 68 15
Money 64 54 pRiy
Moral 48 40 -
Legal 25 22 3
Social 7 6 1
Availability 2 0 2

* less than one half of one percent
Note: Respondents chose one, two or three reasons from

a list of 18 reasons.
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The reasons non-gamblers give for not gambling at all differ consid-
erably from the reasons gamblers give for nof gambling on particular games.
Approximately half of the non-gamblers give reasons related to their moral
convictions, such as "it's sinful" or "it's wrong." Almost two-thirds
give money related reasens such as "it's a waste of money,' "don't have the
money," or "don't want to lose money."

This suggests that there will always be a group of non-gamblers whose
size is determined by the strength of religion in this country, the state
of the national economy, and the perception of individual well-being. On
the other hand there are many non-gamblers who might well become gamblers
1f one or more games became legal and well publicized-~for example, people
who say they don't gamble because ''they don't know about it," "don't think
about it," "don't want to disobey the law," or "might get arrested.” And,

depending upon the nature of legalization, others who say their reasons

non 1

for never gambling are "it's shoddy," "causes corruption," or "don't trust
the game" might also begin to gamble. Finally, there are those who say
they never gambled because they '"weren't raised that way." If gambling
became increasingly prevalent, the number of such people would probably
diminish.

The strongest indication we have that legalization of gambling can
induce the non~gambler to gamble is that as more activities become legal
within the states, the total number of non-gamblers decreases.  This con-
clusion is supported by the fact that the total number of non-gamblers

.is higher in states where bingo, lotteries, and horse tracks are illegal

. than in those where they are legal.
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2.2 Availability of and Exposure to Gambling

The factors which most consistently differentiate gamblers from non-
gamblers are the degree of the individual's exposure to gambling and the
availability of the activity itself. Although exposure and availability
are closely related, they are not the same thing. Exposure is defined as
a respondent's perceptions of how many or how few people he kKnew or pre-
sently knows who engage in gambling activities. As such, exposure func-
tions as a faﬁiliarity—acceptability concept; The availability measures
in the study are of two types. One is perceived availability: does the
respondent believe a given activity is available where he lives? The other
is actual legal availability in the state. Table 2.2-1 is a summary of
five different measures. All five show a strong consistent positive re-
lationship between exposure, availability, and gambling participation.

The first exposure-availability measure is contact during childhood
with people who gamble. The proportion of bettors exposed to a relatively
large number éf gamblers when youngsters is twice that of non-bettors.
The proportion of illegal bettors exposed to gamblers is even greater:
four times that of non-bettors. Whether the measure is gambling among
friends, legal commercial gambling, or illegal gambling, the result is
unchanged: current illegal ganblers had higher levels of childhood ex-
posure than legal bettors and much higher levels than non~bettors.

The next exposurevavailébility measure in this study is whether, as

- adults, people have lived somewhere else where gambling activities were‘
available. The same pattern noted above emerges. Current betting be-

havior is associated with prior exposure to available games. Compared to
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Table 2.2-1
Indices of Exposure and Availability by Current Betting Behavior

Non Illegal
Bettors Bettors Bettors
x 2 Z

Expogure in Childhood to at least
quite a lot of people who emgaged in:2

Any kind of gambling 7 16. 24
CGambling among friends 16 24 38
Legal commercial gambling 6 13 19
Illegal gambling 4 10 21

Availability in places prevécusly
lived since 18 years of age

Any kind of gambling 11 25 31
Legal commercial gambling 13 28 33
Illegal gambling 9 23 30

Perceived local availability®

Any kind of gambling 46 67 73
Legal commercial gambling 42 66 72
Illegal gambling 51 68 75

d

Legal in state
Legal commercial 41 51 52

Exposure today to at least quite
a lot of people who engage in:2

Any kind of gambling 11 29 40!
Gambling among friends 12 37 48
Legal commercial gambling 13 33 40
Illegal gambling 5 15 32

83ee pages 4 and 5 of Appendix D: Questionnaire for data used in development

of indices. Indices are an average of the top two points of the scale (most
people and quite a lot of people) over 13 games, 3 games, 6 games and 4 games
respetively.

bSee page 7 of Appendix D: Questionnaire. Indices are an average over 14
years, 7 games and 6 games respectively.

Cgee page 11 (Ela); page 12 (ES5); page 37 (Gl); page 41 (H2); page 57 (K1);
page 65 (L~1); and page 80 (M-17); for individual items used to compile
this index,

dPublished sources of legal statutes.

Table 2.2=2

Comparison of Perceived and Actual Availability
Across Three Legal Commercial Games

Non Illegal
Bettors Bettors Bettors
% 2
Perceived local availability 42 66 72

Actual state ayailability 48 61 62
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non-bettors, more than twice as many bettors and almost three times as many
illegal bettors had lived somewhere else where betting was available.

We have two measures of availability and one of exposure still closer
to the respondent's current situation. All three measures illustrate the
same strong relationships. Conpared to nop-gamblers, gamblers and illegal
gamblers have higher perceived availability scores and higher current ex-
posure scores.

Table 2.2-2 presents perceived local availability and actual state
availability measures for bingo, lotteries, and horse tracks combined.
Perceived local availability is a combined measure of whether the person
has knowledge of a race track in his general area, whether it is possible
to find a commercial bingo game where he lives, and whether it is pos~
sible to buy state lottery tickets around his city or area. Actual state
availability indicates whetlier bingo, horse tracks, or state lotteries are
operating legally in his state., Non-bettors report less local availabil-
ity than would be expected from state availability measures and bettors
report more local availability than is expected. There are three possible
interpretations of this data. The first is that more non~bettors live in
areas within states where, though legal, games are not in operation. The
second explanation is that bettors have a broader perspective of what con-
stitutes "the general area" they live in. TFor example, they might consider
a track that is 50 miles away to be in their general area while a non-
bettor 'living in the same place might not. The third and most likely ex-
planation is that non-bettors are simply less aware of what is and what

and what is not available. This third explanation is consistent with the
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data about current exposure to other people who gamble guite a lot.

The fifth measure presented in Table 2.2-1 is current exposure to
a substantial number of people who engage in gambling. Only 11 percent
of those who did not bet in 1974 said they knew quite a lot of people
who did. This compares to 29 percent for bettors and 40 percent for
illegal bettors. The apparent isolation of non-gamblers from gamblers
is startling when we place it in the perspective that 61 percent of the
population bets. Nevertheless 89 percent of non-bettors know only a few
people who gamble, and neither the opportunity to learn about gambliag
nor the acceptability framework are actively present in their lives.

A multivariate analysis of the exposure and availability data in-
dicates that exposure in childhood accounts for 14 percent of the variance
in gambling participation. This increases to 16 percent when we take into
account whether they report gambling was available in places where they
had previously lived, to 18 percent when gambling laws in their state are

factored in, and to 27 percent when current exposure is added.

An examination of Table 2.2-3 shows these variables alone
are excellent predictors of whether a person will gamble or not as
shown by the high percentage of correct classifications of gamblers
versus non-gamblers but are insufficient predictors of whether a
gambler will engage in illegal activities which shows up as a downward
bias in the Multiple R. It is important to noté that when infor-
mation is limited to two factors, availability and exposure, there is
an increased likelihood of arriving at deceptive figures which predict
greater numbers of probable bettors than actually exist. This is due to

the fact that not only have bettors had high levels of exposure and
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availability, but a fair number of non-bettors as well.1

Another multivariate analysis yielded the difference that various
types of exposure make as to type of gambling participation. (Table 2.2-4)
As childhood exposure to gawbling among friends increases so does the pro-
bability that a person will gamble in adulthood. As childhood exposure to
legal commercial gambling increases, the probability of adult legal commer-
cial gambling increases while illegal gambling probability decreases. As
childhood exposure to illegal gambling increases, the probability of legal
gambling greatly decreases while the probability of illegal gambling great-
ly increases. The probability of non-gambling is not affected.

As availability of legal gambling facilities in prior places of adult
residence increases, the probability of current legal commercial gambling
increases while the probability of non-gambling decreases, and illegal
gambling remains unaffected. As availability of illegal facilities in prior
places of residence increases, the probability of non-gambling decreases
while the probability of legal gambling increases and illegal gambling rises
even more.

The legal facilities function is not linear, but generally speaking as
the number of legal facilities increases the probability of non-gambling
decreases, and the probabilities of both legal and illegal gambling increase.2

As current exposure to gambling among friends increases, gambling of

all types increases. - As exposure to legal commercial gambling increases,

1. Additional multivariate analyses of this data combined with other in-
formation is found on page 163.

2. See page 160 for a full discussion of the relationship of legal faci-
lities and gambling activities.
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Table 2.2-3

from Exposure and Availability Measures to Gambling Participation Modes

Non
Rettors
%

Bettors

Illegal
Bettors

/A %

Childhood exposure

R2

Correct classification
Non-gambler vs commercial vs
Correct classification
Non-gambler vs gambler

Availability somewhere else

R2

Correct classification
Non-gambler vs commercial vs
Correct classification
ion—-gambler vs gambler

Legal in states

R?

Correct classification
Non-gambler vs commercial vs
Correct classification
Non-gambler vs gambler

Current Exposure
R2

Correct classification
Non-gambler vs commercial vs
Correct classification
Non-gambler vs gambler

illegal

illegal

illegal

illegal

56

56

55

55

63

63

69

69

78

74

75 6

77

80 17

81

.14

.16

.18

27




=59~
Table 2.2~%

Coefficients from Multivariate Analyses of Specific Exposure
and Availability Measures by Type of Gambling Participation

Childhood Expogure~~Friends Childhood Exposure--~Legal
" Non Illegal | Non Illegal
Bettors Razttors Bettors i Bettors Bettors Bettors
None 17.5 -11.3 - 6.2 None 14.0 -16.3 2.3
A litrle - 1.4 1.3 0.1 A'little 2,1 - 3.0 0.9
Quite a lot -~ 7.3 4.0 3.3 Quite & lot ~12.8 14.7 - 1.9
A great deal =-17.6 11.5 6.0 A great deal -~ 6.4 8.7 - 2.3
Childhood Exposure-—Illegal
Non Illegal
Bettors Bettors Bettors
i None 1.7 3.5 -5.2
A little - 2.6 1.1 1.5
Quite a lot =~ 4.6 -0.3 4.3
A great deal - 0.3 -22.2 22.5
Prior Availability--Legal Prior Availability-=Illegal
Non Illegal NMon Illegal
Bettors Bettors Bettors Bettors Bettors Bettors
]
None 3.5 - 4.5 0.9 None 2.5 - 0.9 - 1.8
Some - 6.0 9.1 - 3.0 Scue - 1.0 - 0.1 1.1
A lot - 6,5 7.0 - 0.5 A lot -10.7 4.2 6.§~‘
Legal Facilities Available Now Non I1legal
Bettors Bettors Bettors
None 12.8 ~13.5 0.8
Bingo or Bingo + Lottery 0.8 0.4 - 1.2
Horses or Horses + Bingo 6.4 - 3.1 - 3.3
Horses and Lottery ~ 1.3 - 2.2 3.5
Horses and Bingo and Lottery : ~-10.5 10.2 0.3
Porses + Bingo + Lottery + OTB or Pickit ~14.4 6.9 7.5
Current Exposure-~Friends ‘Current Exposure~~Legal
Non Illegal Non . Illegal
Bettors Bettors Bettors Pettors - Bettors Bettors
None 9.6 = 7.8 -~ 1.8 None 24.3 ~23.4 - 0.9
A little 5.3 - 3.1 - 2.3, A little 14.7 =-14.1 - 0.6
Quite a lot =~ 8.2 7.9 0.3 Quite a lot - 4,3 3.1 1.2
A great deal - 7.6 3.0 4,6 A great deal - =~11.7 12.0 - 0.3

Current Exposureg~~Illegal
Non Illegal
Bettors Bettors Bettors
None 1.0 3.9 - 5.0
A little - 5.9 10.1 - 4,3
Quite a lot 1.7 - 1.7 -0
A great deal - 0.2 =16.7 16.9
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the probability of gambling increases for legal games only. And finally as
exposure to illegal gambling increases, the probability of illegal gambling
increases greatly, and the probability of legal commercial gambling de-
creases while non-gamblers are not affected.

We have previously discussed the sharp rise in gambling participation
rates in the lifetime of the population in connection with age and parti-
cipation. We see further evidence of the ‘increase in gambling activity
from the time our sample were youngsters til today. In each specific
gambling activity, the exposure level is higher today than it was when
the sample were youngsters. Table 2.2-5 provides greater detail of this

finding for two of the gambling activities.
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Table 2.2-5

Distribution of Exposure Responses for
Two Gambling Activities

When
Youngster Now
% %
Horses at track
Most people do/did it 3 7
Quite a lot of people do/did it 10 19
A few people do/did it 23 35
Practically no one does/did it 64 39
Go to casinos
Most people do/did it 2 4
Quite a lot of people do/did it 5 13
A few people do/did it 16 26
Practically no one does/did it 77 57




Let us consider the implications. Gambling participation is related
to this perception that many others gamble. Gambling participaticn rates
have risen dramatically in the last 25 years or so. More people are gam-
bling today. Therefore, more people will begin to gamble. In addition,
early exposure is likely to change the attitudes toward gambling even more

so and further stimulate gambling behavior.

é/zgﬂ““Exposure—-mn\\\
Participatidn rate Trial
\\Loyalty __/

2.3 Situational Correlates of Gambling Activity

As they grow up, people are differentially exposed to envirommental
situations which may affect whether they will gamble or not. We investi-
gated many of these and found that grewing up in cities of 5,000 or more
was associated with gambling while growing up in cities of one million
or more was associated with illegal gambling. Over 50 percent of the
non-gamblers grew up in cities of less than 5,000 inhabitants or in
rural areas. We further found that over half of the non-gamblers were
taught that gambling is ginful when they were children. 1In contrast, past
experience in the armed services is related to gambling. Sixty-five
percent more bettors and over 200 percent more illegal bettors than non-
bettors were in the service. (Table 2.3-1)

Whatever the childhood and early adulthood experiences may have been,

current situational variables are also correlated with gambling activity.
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Table 2.3-1

Situational Correlates of Gambling Activity
(Childhood and Early Adulthood)

Non Illegal
Bettors Bettors Bettors
Z 4 %
City Size Grew Up In
1 million or more 6 10 16
100.000--1 million 14 20 21
Suburb of large city 3 9 11
5,000~-20,000 23 32 27
Less than 5,000 16 12 13
Rural 36 17 11
No answer 2 0 1
Religious Teaching
Gambling is sinful 55 35 42
Gambling is not desirable 18 33 29
No teaching, don't know 18 29 27
No religion 9 3 2
Went into .service 17 28 37
Stationed overseas 11 17 21
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Non-bettors are more likely than bettors to have a stated religious pre-
ference while illegal bettors are least likely. Likewise non-bettors
attend religious services more than bettors in general, and illegal bettors
attend least.

The occupation one has and the industry one works in are also re-
lated to gambling activity. Presumably these occupational factors are
related both to income, education, and exposure to others who are gambling.
We have no evidence on the extent to which gambling actually occurs on
the premises of work or indeed whether it does at all except for the eleven
percent who say they bet in a check pool at work. Nevertheless, we do
know that less skilled workers (laborers and service workers) and farmers
are over-represented in the non-betting population and under-represented
among bettors; that professional and technical people are found in great-
er number among bettors than among non-bettors and that managers, crafts-
men, foremen, and operatives have progressively highér representation
among both bettors and illegal bettors.

Over half of the illegal bettors now work in the transportation, con-
struction, or services industries or in the wholesale or retail trades.
Forty~eight percent of the bettor population comes from these industries
while only 34 percent of the non-bettor segment of the population comes
from there. (Table 2.3-2)

There are four forms in which economic factors are related to
gambling: dincome, access to cash through number of pay periods or self

employment, spending style, and future security.
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Table 2.3-2
Situational Correlates of Gambling Activity
(Current)
Non Illegal
Bettors Bettors Bettors
% % %

Have a religious preference 75 70 62
Attend religious services at least once a week 47 27 26
Attend religious services less than once a week 30 50 55
Do not attend 23 23 19
Work is/was

Professional, technical 10 18 14

Management/self employed 5 12 15

Clerical or sales 13 18 18

Craftsman, foremen 9 12 18

Operatives 9 11 13

Laborer or service worker 16 8 10

Farmer 4 2 2

Widows, housewives 30 18 8

Don.'t know, no answer 4 1 2
Industry is/was

Agriculture 7 3 3

Manufacturing durables 6 11 11

Manufacturing non-durables 9 7 9

Construction, transportation 6 12 20

Wholesale or retail trade 10 12 14

Finance, insurance, real estate 3 4 6

Services 19 24 21

#imed forces, government 4 5 5

Inappropriate 32 19 9

Not ascertained 4 3 2
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Almost 60 percent of non-bettors have incomes under $10,000 a year
from their main job, the bulk of bettors have incomes over $10,000, and
the majority of illegal”bettors’have even higher incomes from their main
job.

Bettors appéar to have more frequent access to cash than non-bettors
and illegal bettors have even greater cash access in terms of both number
of pay periods and cash on hand.

It was hypothesized that gambling was a form of risk-taking behavior.

The first sub-hypothesis was that individuals who gambled should exhibit
other risk-taking behavior. The second-sub hLiypothesis was that individuals
who gambled would be freer to take risks by virtue of having an established
future security no matter what happened on fheir risk~taking ventures. We
found bettors are more likely to engage in speculative behavior such as
borrowing money or owning stocks and bonds which lends support to the first
hypothesis. We also found that gamblers were more likely to have their
future secured by social security and pension plans than non-gamblers and
hold 60 percent more assets, thus providing support for the second hypothesis.

Home rental versus ownership does not differentiate gamblers from
non-gamblers, but does differentiate people who gamble illegally from all
others. Illegal gamblers are more likely to rent. We believe this relates
to the urban factor in illegal gambling on one hand and the mobility fac-
tor, discussed elsewhere, on the other hand.

It is often said that gambling activity is related to how money is
spent in general--that non-gambiers tend to be tight with money in all

aspects of life and gamblers tend to place less value on fixed budgets.
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Table 2.3-3

Financial Correlates of Gambling Activity

Non Illegal
Bettors Bettors Bettors
Income
(Income from main job) % A %
Under $5,000 33 17 10
$5,000j$10,000 27 30 24
$10,000-$15,000 20 26 32
$15,000+ 17 23 31
No answer 3 4 3
Access to Cash
Self Employed 127 127 19%
Average number of pay days in month 2.71 2.79 2.86
Have two months pay in cash 51% 68% 747%
Future Security % % Z
Owns home 70 68 59
Rents home 25 28 39
Neither 5 3 2
Owns land 27 28 28
Owns stock 18 36 36
Owns bonds 23 37 40
Average total assets $40,143 $61,427  $58,862
Covered by Social Security 83% 897% 86%
Has pension 487 67% 657
Borrowed money (not mortgage) 287 447 50%
Spending Style
Average spent on groceries per week $40 $48 $50
Average spent on recreation per week $10 $20 $27
Average number of vacation days in 1974 15 19 20
Went on vacation in 1974 647 86% 897%
Average spént on vacations $431 $736 $698
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All this seems to be supported. In fact, gamblers more than non-gamblers,
and illegal gamblers more than gamblers in general spend more on groceries
each week, more on recreation each week, more on vacations, and even take
more vacations each of longer periods. (Table 2.3-3)

Many of these economic correlates of gambling might be said to be
merely correlates of the relationship of income to gambling, for example,
higher incomes give you more money for investing, more opportunity to bor-
row, and more extra cash for non-essential items. We would argue that
the relationship is not that simple. It may well be that it ig these dy-
namics of how income is spent which create the relationship of gawbling

to income and in any case explains it.

2.4 Compulsive Gambling and Other Socially Undesirable Correlates of
Gambling

One of the objectives of this study was to determine whether any
negative social consequences might be related to gambling. It soon became
apparent that a number of such consequences existed which we divided into
two categories——undesirable and pathological. Compulsive gambling or
gambling pathology will be dealt with later in this chapter,

Before proceeding, let us clarify the concept of "level of gambling
activity" as it is employed here. The lowest level of gambling activity
is, of course, not betting at all.  The next level consists of gambling,
but only with friends and in legal commercial games. The third level of

involvement includes gambling on illegal activities, while the highest

et

level dinvolves heavy betting on illegal activities.
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Table 2.4-1

Heavy
Total Non Tllegal Tllegal
Sample Bettors Bettors Bettors Bettors
Divorced/Separated 6.7% 4.9% 7.8% 9.8% 16.47%
Disagreement on money matters 2.41 2.38 2.43 2.51 2.47
(5 point scale)
Spouse doesn't understand me 9.1% 8.3% 9.67% 14.7% 14.4%
Children have more problems
than other children 4,0% 2.0% 5.0% 7.0% 11.0%
Table 2.4-2
Job Problems. and Gambling Behavior
Heavy |
Total Non Illegal Tllegal
Sample Bettors Bettors Bettors Bettors
Job Dissatisfaction 17% 147 17% 17% 26%
Days of work missed in 1974 7 7 7 9 13
Days late to work in 1974 3.73 1.73 4,50 5.59 11.17
Number of jobs in last 3 years 2.73 2.76  2.71 3.60 3.20
Wages have been garnished 1.0 0.3% 1.2% 2.2% 5.5%
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There is a strong relationship between unsatisfactory marital
situations and level of gambling activity. As gambling increases, we
observe an increase in divorce, disagreements about money matters with
one's spouse, a lack of understanding between couples, and more problems
among children of the gamblers. It is impossible to determine whether
gambling is the cause or a result of these factors. Without making any
judgment as to which is cause and which is effect, it should be pointed
out that marital dissatisfaction and divorce are known to be related to
forms of deviant behavior other than problem gambling and that deviant
behaviors are known to cause marital problems. The most likely relation-
ship is cyclical. Both behaviors feed upon each other creating an even
worse situation. (Table 2.4-1)

Level of gambling activity is also related to problems on the job.
Some of the job-related correlates of gambling are detrimental to the indi~
vidual, but most of these problems relate primarily to the employer and
may be projected to the national economy. -

A high degree of job dissatisfaction and days of work missed seem to
be related only to illegal gambling, but other job~related problems show a
continuous rise with ganbling activity. {Table 2.4-2) These represent real
economic costs associated with gambling. More days of work missed and hours
missed due to lateness translate directly into lost dollars through lost
production. Higher turnover means additional training costs as well as
reduced production. All these adversely affect the profit of the indivi-

dual employer as well as the national economy.
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Job dissatisfaction is not as directly calculable in dollars and cents
but presumably is related to lower productivity as well. Garnighment
is a cost to the employer in bookkeeping adjustments. In terms of the in-
dividual, job dissatisfaction, frequeht job changes, and garnishment of
wages are no small matter, whether measured in dollars or personal happi-
ness. As for which is cause and which is effect, we would argue that
gambling can lead to tardiness and absenteeism But is uniikely to be
caused by these factors. However, an alternative hypothesis that youth or
other variables which are correlated with gambling can create the variation
in absenteeism and tardiness found among gamblers is also viable. Job dis~
satisfaction, lost jobs and wage garnishment might lead to'gambling as a
means of providing satisfaction, making money, or making garnishment free
money, or might be the result of the gambling activity itself.

There is a strong relationship between gambling behavior and past and
anticipated mobility. We hypothesize that these mobility items are indi-
cators of relative instability of individuals which causes both the risk
taking behavior (gambling) and the movement from one place to another with
the unrealistic hope of transforming their lives into something different
and better. This presumably is an escapist philosophy. That is, "If I
just lived in another 'state' or 'city,' I would meet the right people and
things woﬁld be different" rather than, "If I used my own initiative, I
would make things better." (Table 2.4-3) ' ‘

Still another relationship between gambling and undesirable behavior *
involves the level of alcohol consumption. People who bet say they con-

sume alcohol on four times as many days as people who do not bet at all.
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Table 2.4-3

Mobility and Gambling Behavior

Heavy
Total Non Illegal 1Illegal
Sample Bettors Bettors Bettors Bettors

Average times moved in last
three years .65 .60 .68 .93 .96

Average length of current
residence 9 yrs. 11 yrs. 8 yrs. 6 yrs. 5 yrs.

Would move out of city if
could 35% 31% 37% 447 497

Would move out of state if
could 27% 21% . 31% 38% 50%
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As the dollar volume of betting increases so does alcohol consumption. Heavy
illegal bettors admit to drinking alcoholic beverages on over 100 days a
year. This is significantly greater consumption than any other group.

(Table 2.4-4)

It is impossible to state whether gambling activities increase alco-
hol comsumption or vice versa, but the relationship is strong.

Alcohol consumption varies with the fype of gambling activity as well
as the amount bet.

Bingo and lottery players say they consume alcohol on fewer occasions
than track and casino players who in turn say they consume alcochol less
frequently than numbers or dog players. Sports players would appear to be
more frequent drinkers than players of any other specific type of game,
with bookie Bettors showing the greatest frequency of aléohol consuﬁpﬁion.
(Table 2.4-5) Of course, alcohol consumption is related to other factors as
well. For example, people whé bet on sports tend to hawé higher incomes and

alcohol consumption is known to be related to income.

Compulsive Gambling. Compulsive gambling has been characterized by

Custer (in pressl) as "a preoccupation and urge to gamble with frequent
gambling activity . . . . The gambling preoccupation, urge and activity
characteristically are progressive and with significant increases during
periods of stress. Problems which arise as a result of gambling lead to
an intensification of gambling behavior. As an adult there is invariably

a failure to sustain lasting close relationships with family, acquaintances

1. Custer, R. L. Description of Compulsive Gambling. Manuscript pre-
pared for the American Psychiatric Association Task Force on Nomenclature
(in press).
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Table 2.4-4

Alcohol Consumption and Gambling Behavior

Mean Days of Alcchol Consumption
other than at meals

Total population 44
Non-bettors 17
Bettors 61
Light ($1-50 a year) 56
Average ($51-200 a year) 65
Heavy (over 3200 a year) 83
Illegal bettors 80
Light (§1-50 a year) 85
Heavy (over $50 a year) 104
Table 2.4~5

Alcohol Consumption by Type of Game Bet

Mean Days of Alcohol Consumption
other than at meals

Bingo 48
Lotteries 62
Horses at track 71
Casinos 73
Numbers 76
Dogs 76
Sports ‘ 83
College sports 95
Illegal sports bets 109

Illegal horse bets 110
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or sexual partners; but usually an ability to sustain good job perfor-
mance over several years except in the later stages." The detrimental ef-
fects upon the individual resulting from prolonged compulsive gambling are
a failure to remain financially solvent and support oneself and family,
with complications including alienation, suicide attempts, non-violent
crimes such as embezzlement and forgery, and resultant imprisonment. De-
leterious effects on society include loss of funds by lending sources, loss
of time from the job and associated costs, and the cost of imprisonment and
providing support for families whose funds have been depleted.

On the basis of a separate sub-study of known compulsive gamblers,
described in detail in Chapter Twelve and Appendix B, a scale of 18 items
was developed in order to estimate the incidence of compulsive gambling in
the United States. The items employed were based on risk-taking behavior,
self-esteem, and other concepts in the existing literature which seemed to
bear a relationship to compulsive gambling. The discriminant weights de-~
veloped in the separate study of compulsive gamblers were applied to the
scores of the respondents in the mational study, and the interviews of
those who were classified as "compulsive ganblers" with a high degree of
probability were further screened to develop estimates of the incidence of
compulsive gambling. On the basis of the statistical and clinical screen-
ing, slightly less than one percent of the national sample--1.1 percent
of the men and 0.5 percent of the women--were classified as probable com-
pulsive gamblers. An additional 2.3 percent of the sample--2.7 percent of
the men and one percent of the women——were classified as potential com-

pulsive gamblers.
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Although the derivation of these figures was primarily clindcal..rather
than statistical, they suggest that there are 1.1 million compulsive gam-
blers and an additional 3.3 million potential compulsive gamblers in the
United States today. v

Those classified as probable and potential compulsive gamblers tended
to marry more often, to spend more on recreation and vacations, and to have
more family problems. More significantly, a greater percentage of the fam-
ily income was ventured on betting activities by those classified as poten~
tial or probable compulsive gamblers, and they sustained gambling losses
from eight to 15 times as great as the general ﬁopulation. These énd addi-
tional results are detailed in Chapter Twelve.

We have found repeatedly that the incidence of gambling on different
types of games is associated with exposure to others who gamble. E#posqre

to others who gamble is almost certainly a function of the availability of

games. In Nevada where there is widespread availability of legal gambling

facilities, the incidence of compulsive gambling, admittedly based on a
small number of respondents, was estimated to be about twice as-high com-
pared to the national estimates. Nationally the estimated incidence is
less than one percent compulsive gamblers and an additional 2.3 percent
potential compulsive gamblers. In Nevada the estimated incidence of ac-
tualized compulsive gamblers (2.9 percent)-exceeds the estimate of poten~
tial compulsive gamblers (2.3 percent), which suggests that gas& access

to gambling facilities may result in the actualiéatioﬁ of those’who aré
predisposed to compulsive gambling. Our best estimate based on the daté;‘

at hand is that widespread legalization of gambling may lead to a

e
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significant increase in the incidence of compulsive gambling. Operating
on the assumption that widespread legalization of gambling in the nation
will result in an increase in the incidence of compulsive gambling from the
current national estimate of 0.77 percent to the current Nevada‘estimate
of 2.62 percent, the magnitude of the increase would be from the current

estimated 1.1 million compulsive gamblers to a projected 3.8 million.1

2.5 Excitement and Other Needs

Excitement is the term most often associated with gambling. Not all
people need excitement to the same degree. Similarly, all gambling games
do not provide the same amount of excitement and people rate the excitement
of each of the gambling games differently. Considering everyone--bettors
and non-bettors-—-the horse tracks are perceived as the most exciting, fol-
lowed closely by card games with friends, surprisingly shead of casinos and
slot machines which came next. (Table 2.5-1)

But nothing can be more surprising than to find all four major illegal
gambling activities ranked at the very bottom of the list with lower ex-
citement ratings than bingo and lotteries. It seems natural to attribute
this finding to possible misconceptions on the part of the non-bettors of
each game, but when gambling activities are ranked by the excitement rat-
ings provided by the bettors of the games they themselves actually play,
we find a similar though not totally parallel configuration. Still trail-
ing are betting on sports with a bovkie and playing the numbers, Just one
pace off the last four positions is betting on horses with a bookie. Among
illegal games, only betting on sports is relatively more exciting to those

who play it. Among legal games, bingo is relatively more exciting to those

1This estimate must be regarded with caution in view of the fact that the
statistical-clinical basis of classification renders it impossible to provide
confidence limits for the projections. Further, the projections are based
on a small number of people from Nevada who were classified as compulsive
gamblers. :
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Table 2.5-1

Excitement Rankings for 13 Gambling Activities

Bettors of

Total Sample Specific Games

Rating  Ranking Ranking Rating
Horse tracks 3.98 1 1 6.59
Cards with friends 3.74 2 2 NA
-Gambling casinos 3.41 3 3 5.80
Slot machines 3.39 4 6 5.26
Bingo. 3.19 5 7 5.08
Sports with friends 3.11 6 8 5.01
Lottery 2.80 7 10 C 4,11
Dog tracks 2,77 8 5 5.50
Dice 2.54 9 11 NA
Horses--bookie 2.06 10 9 4.35
Sports cards 1.96 11 4 5.44
Sports--bookie 1.90 12 12 3.87
Numbers 1.74 13 13 3.52

Scale: 1 (Not at all exciting) to 8 (Very exciting).
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who play it. The top three positions remain the same (horsetracks, cards,
and casinos). Obviously illegal gambling does not owe its success to the
excitement it generates.

As one becomes more involwed in betting, perceptions of excitement
for all gambling games are heightened (Table 2.5-2). Comparing the bet-
tors', non-bettors', and the general population's need for excitement, we
find respondents in general claimed they had more excitement in their
lives than they needed and this was most true for non-bettors, and least
true for those who bet illegally. The more intense the gambling partici~
pation, the higher the need for excitement and the higher the reported
level of excitement they now have.  Since the differential rate is less,
gamblers indicated less fulfillment of this need. (Tables 2.5-3)

Excitement is very low on the list of needs we questioned people
about. The top five things people feel they need to make them happy are:
control over their own life, close comfortable relationships with people,
interesting things to do, interesting things to look forward to, and well-
mannered associates, in that order.

On each of these the need is greater among bettors than non-bettors,
but the need fulfillment, i.e., the difference between what they believe
they need to make them happy and what they think they have now, differs be-
tween bettors and nom-bettors. Of the top five needs, bettors indicate
less fulfillment in control over their life, interesting things to do, and
things to look forward to; while non-bettors indicate less fulfillment in

close comfortable relationships with people and well-mannered associates.
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Table 2.5-2

Excitement Ratings for 13 Gambling Activities

Bettors of

Total Non Illegal  Specific

Sample Bettors Bettors Bettors Games
Excitement level of
Horses at track 3.98 2.59 4.83 5.60 6.59
Cards with friends 3.74 2.44 4.53 5.30 NA
Gambling casinos 3.41 2.06 4.24 5.02 5.80
Slot machines 3.39 2.27 4.08 4.35 5.26
Bingo 3.19 2.55 3.58 3.65 5.08
Sports with friends 3.11 2.07 3.75 4.66 5.01
Lottery 2.80 2.05 3.26 3.52 4.11
Dog tracks 2.77 2.06 3.21 3.50 5.50
Dice 2.54 1.90 2.94 3.89 NA
Horses off-track 2.06 1.63 2.32 3.33 4.35
Sports cards 1.96 1.59 2.19 3.36 5.44
Sports with bookie 1.74 1.47 1.90 2.88 3.87
Numbers 1.63 1.47 1.74 2.18 3.52
Scale: 1 (Not at all exciting) to 8 (Very exciting).

Table 2.5-3
Need for Excitement
Total Non Illegal

Sample Bettors Bettors Bettors

Need excitement 3.71 2.87 4,24 4.70
Feel have excitement 4.33 3.78 4.68 5.04
Fullfillment score® .62 .89 44 .34

Scale: 1 (Not at all exciting) to 8 (Very exciting).

8perived by subtracting of '"meeds" from 'have."
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The next five needs also related to each other. Success, money, and
savings are all materialistic needs that are unfulfilled. TFor both groups,
more savings is the most discrepant factor followed by more money, with suc-
cess lagging behind. They differ on perceptions of '"chances to get ahead."
Non-bettors feel they have significantly less chance to get ghead while bet-
tors feel unfulfilled with respect to challenges.

Illegal bettors differ considerably from bettors in general in this
area. Their lack of fulfillment in terms of success and money surges beyond
that of bettors in general.

In the next twg needs we see the different orientation more clearly.
Both groups believe they have more hard work than they need but this com-
plaint is especially strong among the bettors and while neither group
feels they have enough time for recreation, the need is greater among bet-
tors and especially dillegal bettors. An over~abundance of excitement is
more characteristic of only those who bet illegally. (Table 2.5-4)

These findings are summarized in Figure Z.5-1.

2.6 Perceptions of Luck and Skill

For bettors and non-bettors alike three games clearly are considered
games of luck. These are the lottery, slot machines, and bingo. Numbers
vies with these but, owing to the large number of people who don't know
the game, is not specified as either a game of luck or skill. One game
and one game only is characterized as a game of skill--card games. All
other games have heavier luck components than skill components in the per-

ception of both bettors and non-bettors.



Table 2.5-4

Needs and Need Fullfillment

Mean Need® Need Fullfillment’

Total Non Illegal Total Non Illegal
Sample Bettors Bettors Bettors Sample Bettors Bettors Bettors

_28_

Control over own life 5.85 5.45 6.11 6.18 -40 -32 -45 ~-30
Close, comfortable 5.81 5.59 5.95 6,02 -3 -6 -1 +11
relationships '
Interesting things to do 5.76 5.34 6.03 6.05 -50 -34 -60 -56
Things to look forward to 5.73 5.43 5.92 5.97 -9 -2 ~13 -20
Well mannered associates 5.75 5.51 5.90 5.95 ~-23 ~-27 ~-20 -19
Success 5.41 5.04 5.65 5.93 -35 -38 -32 ~75
Money 5.19 4.80 5.44 5.70 -112 -113 ~-112 -139
Chances to get ahead 5.09 4,69 5.35 5.69 ~-54 -63 -48 | -43
Savings 5.03 4.68 5.25 5.36 -147 ~144 - =149 -148
Challenges 4.96 4.29 5.39 5.74 -19 -12 ~-24 -41
Time for Recreation 4.82 4.23 5.20 5.57 -33 -8 -49 -82
Hard work 4.47 4,40 4,51 4.64 +107 +79 +125 +115
Luck 3.99 3.61 4,23 4.58 -16 -8 =21 =47 .
Excitement 3.71 2.89 4,24 4.70 +62 +89 +44 +34
Power 3.17 2.85 3.38 3.71 +1- +2 0] -21
35ee pages 55 and 56 of Appendix D: Questionnaire. Scale: 1(Not at all ____ ) to 8 (Very ___ )

Perived by subtracting 'meed" from 'have' scores and multipling'by 100 for ease of presentation.
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However, participants of some of those games deviate significantly
from other people, providing us with a more knowledgeable reading of the
games themselves or at least of the players of these games.

The most significant departures are in sports betting of all kinds
but especially in illegal sports betting activities. Sports card bettors
and sports bookie bettors tell us that skill plays a much greater role,
Generally speaking, players of horses and dogs also place more emphasis
on skill but to a much lesser degree. On the other hand, numbers and lot-
tery players tell us luck plays a bigger part than non-bettors of those

activities do. (Table 2.6)

2.7 ‘Perceptions of Fixing

There are many ways a game can be fixed and each game has special
features which lend themselves to different methods. We did not specify
what kind of fix when we asked bettors and non—bettors‘how likely they
thought it was that each of ten games weve fixed.

To the population at large, only high school sports seem beyond the
reach of a fix. Every other gambling opportunity 1s perceived as dishonest
at least some of the time. Bingo, lotterieg, and college sports have the
least negative image. On the average, people belleve that professional
sports are fixed sometimes while horse aﬁd dog races waver between fixed
quite often and sometimes but closer to sometimes. Slot machines and ca-
sino games are expected to be fixed quite often while numbers is definite—

1y perceived as a fixed game.



Figure 2.5-1

Differential Profile of Needs

Seeks More:

Bettor

Control over own life

Non-bettor

Close, comfortable

I1legal Bettor

Money
Interesting things to relationships Success
do Chances to get ahead Power
Things to look forward Good-~marnnered
to Associates
Challenges
Time for recreation
Luck
Have More Hard work Excitement Close, comfortable

Than They
Need of:

relationships

_{78_
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Table 2.7-1

Perceptions of Fixing
(Means ordered from Least to Most)

Total Non Illegal Bettors on
Sample Bettors Bettors Bettors Specific game

High school sports 4,43 4.30 4.49 4.46 NA
Bingo 3.88 3,58 4,01 3.92 4,24
College sports 3.87 3.73 3.94 3.89 4.00
Lottery 3.55 3.00 3.81 4.14 4.37
Professional sports 3.38 3.24 3.45 3.43 3.56
Horse races 2.89 2.69 2.99 2.96 2.94
Dog races 2.85 2.75 2,90 3.17 3.65
Slot Machines 2.35 2,17 2.44 2.41 NA
Casinas 2.32 2.13 2.41 2.54 3.05
Numbers 2.02 1.92 2.07 2.34 2.64

1 = Fixed most of time 4 = Almost never fixed

2 = Fixed pretty often 5 = Never fixed

3 = Fixed sometimes

Table 2.7-2

Perception of Fixing After Legalization

Random Subget of Bettors =~ Non-bettors

Gambling
OTB Numbers Sports in General
% % % A
Legalization will lead to:

Change 36 55 s 53
More 64 45 61 68
Legs 36 55 39 - 32
No_change 53 . 41 42 23

No answer S 4 & 24




Table 2.6~1
Perceptions of Luck and Skill Involved in

13 Gambling Activities

More Luck than Skill Equal Luck and Skill More Skill than Luck
Non Partici- Non Partici- Non Partici-
Bettors Bettors pants Bettors Bettors pants Bettors Bettors pants
Z % A Z Z % A yA %
Horses at track 51 45 48 30 .21 32 17 13 20
Off track horses 53 45 50 25 16 26 16 11 19
Bingo 87 66 84 10 10 10 2 6
Lottery 92 66 94 4 6 4 1 5
Numbers 73 48 87 7 11 5 6 7
Slot machines 89 65 - 5 6 - 3 7 -
Gambling casinos 57 46 60 25 15 24 15 15 16
Sports cards - 52 42 29 22 13 40 21 10 31
Sports—-h ookie 51 45 33 24 12 45 16 11 19
Sports—-friends 44 45 40 33 16 37 19 11 22
Card games with friends 23 32 . - 37 : 22 -~ 37 25 -
Dice 50 70 - 14 12 - 11 11 -

Dog tracks 58 46 47 o2 16 24 14 9 30
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Non-bettors are more cynical than bettors about games being fixed
while illegal bettors and bettors in general do not differ significantly
in this regard. Although bettors on each game, with the exception of
horse races, consistently report the game they bet on is fixed less often
than others, they still indicate a high probability that the game is fixed
sometimes. Obviously, this is not a deterrent to gambling. Everyone,
non-bettors, bettors, and people who play the horses, believes horse races
are sometimes fixed.

When asked whether they thought legalization would lead to more or
fewer fixes or no change, more bettors thought there would be no change
for OTB and some change for numbers and sports. Those who thought there
would be a change felt there would be more fixes after legalization in OTB
and sports but fewer fixes in numbers after legalization. Non-bettors

think legalization will lead to more fixes. (Table 2.7-2)

2.8 Gambling as a Leigsure Time Activity

Many people think of gamwbling activities as simply one of many pos-
sible leisure time activities. With gambling defined in that way, i.e.
a leisure activity, we felt it was important to ascertain just how much
time was spent on gambling reldtive to other leisure time activities.
While it was not feasible, given the scope of this study, to obtain the

number of hours spent on each activity, it was felt that meaningful con-

clusions could be drawn from the number of days on which some time was
devoted to each activity.

¥First it is apparent éhat even though large numbers of people parti~
pate in gambling, the number of days on which those activities are engaged

is significantly lower than the number of days spent participating in other
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Table 2.8-1

Average Number of Days on Which Activities are Enjoyed

Participants

Read newspapers or magazines : 233
Watch television 217
Relax, nap, etc. : 117
Read books 110
Knit or do needlepoint, etc. 1 93
Home improvements, gardening 81
Socialize with friends or relatives 86
BET ON A NUMBER 71
Attend church related activities 58
Participate in active team sport 55
Participate in active non-team sport 55
Create arts and crafts 49
Go fishing, hunting, etc. 45
Nightclubs, bars, parties 33
Attend sports event 32
PLAY POOL OR BILLARDS FOR MONEY 31
BET IN A CHECK POOL 29
BET ON THE HOKSES WITH A BOOKIE 29
Participate in community activities 28
BET ON SPORTS WITH A BOOKIE 28
BET ON OTB IN NEW YORK 28
PLAY MAHJONG FOR MONEY 27
PLAY CARDS WHERE SOMEONE NOT IN THE GAME TAKES

A CUT 26
PLAY CARDS WITH FRIENDS FOR MONEY 25
BET ON A BOWLING GAME 22
Go to the movies or theatre . ‘ 20
PLAY PINBALL MACHINE FOR MONEY 19
SHOOT DICE WITH FRIENDS , , 18
PI.AY BINGO 13
Go to cultural events . _ ; . 12
BET ON SPORTS CARDS 10
BET ON MISCELLANEQUS EVENTS o _ . 10
GO TO THE DOG TRACK 10
PLAY : BACKGAMMON . FOR MONEY , 10
PLAY CHESS, CHECKERS OR DOMINOS FOR MONEY ' 10

BET ON AUTO RACING ~

GO TO THE HORSE TRACK IN OWN STATE
GO TO THE 'TRACK IN ANOTHER STATE
GO TO A CASINO

GO TO.JAT ALAI

U~~~ 00 \O
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types of leisure activities. (Table 2.8-1) There is one exception. Numbers
players place a bet 70 days a year on the average, which, for purposes

of comparison, is 13 more days a year than church membersvparticipate in
church activities. Placing a bet on the numbers, however, takes only a

few minutes, and cannot be regarded as a leisure activity in the sense

of attending church functioms. Seventy days a year means numbers players

on the average bet more than once a week. Of course, some only bet once,
while others bet almost every day of the year.

There are many gambling activities which on the average appear to
be engaged in bi-weekly. These are betting on billiards, in check pools,
betting on horses or sports with a bookie, mahjong games, card games, and
bowling matches. .

Bingo appears to be a once-a-month activity on the average, along
with betting on sports cards, miscellaneous events, backgammon, chess or
checkers, and attendance at dog tracks. |

Auto racing and going to horse tracks near one's‘home appear to have
only slightly less than once a month participation while the three gam-
bling activities which are engaged in primarily away from home, as when
on a vacation (horse tracks in another state, casinos, and Jai Alai) have,
as expected, the lowest average number of days of participation.

A comparison of the patterns of non-gambling lesiure time’use for
non-bettors, bettors and illegal bettors reveals that non-bettors spend
more time in passive and home-based activities, thlé bettors spend com—
paratively mote time in active, outside the home activities. TIllegal

bettors spend less time than others reading books and at church-related
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and home~related activitles, but more time than any other group at read-
ing newspapers, away from home night—time activities, and observing and
participating in team sports. (Table 2,8-2)

These findings appear consistent with gambling behavior. Non-~bettors
seek ' egs stimulation, beitors seek stimulation and illegal bettors seek

both stimulation and information relating to thelr betting from newspapers

and the games themselves.
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Table 2.8-2

Leisure Time Activities
(Average Number of Days in 1974)

Non Illegal
Bettors Bettors Bettors

Watch television 215 213 206

Read newspapers or magazines 181 227 239
Do nothing, nap, daydream 115 100 102
Read books 92 93 80
Home improvements, gardening 92 79 70
Socialize with friends and relatives 81 85 80
Church or related activities 77 43 37
Knitting, sewing, etc. 59 38 29
Fishing, hunting, camping, etc. 18 29 32
Arts and crafts 18 24 22
Community activities 15 17 24
Active non-team sports 13 36 34
Attend sports events 13 22 28
Active team sports 9 23 32
Movies or theatre 7 17 23
Nightclubs, bars, dancing 6 26 37
Operas, lectures, museums 6 7 10







CHAPTER THREE

ECONOMIC ASPECTS OF GAMBLING

3.1 Expenditures

Although in 1974, 61 percent of all Americans said they placed a bet,
only 48 percent said they pldc=d bets on one of the 12 forms of commercial
gambling. The discrepancy results f£rom those respondents who only place
"friendly" bets. The wagers on commercial gambling in 1974 amounted to a
total of $22.4 billion. (Table 3.1-1) On a per capita basis, this amounts
to almost $150 per United States adult. When the average is restricted to
those who bet, we find an average yearly wager of $387 per bettor.

The $22.4 billion ventured amounted to almost 2 percent of total 1974
United States personal income and--if taken as an outlay~--would be compar-
able to the total amount United States families gpent on restaurant reals
and beverages or to the total outlay of American women for new clothes.

Such comparisons are, however, deceptive, for the cost of gambling
to the comsumer is not the amount ventured but the net outlay--the amount
ventured minus winnings. Actual gambling expenditure, therefore, consists
of the number of dollars taken out by the commercial operator from the
total amount ventured. (This is the treatment accorded gambling outlays
by the United States Departwent of Commerce in compiling total consumer

expenditure in the national accounts.) Take-out rates vary widely from

~93-
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Table 3.1-1

Total Handle in United States, 1974

Estimate Derived from

Survey 7%

Type Sample Published Data over/under
Legal

Horses at track $ 7,930,000,000 $ 7,512,000,000 + 5.2

OTB, N.Y. 967,000,000 787,000,000 +18.6

Legal casinos 6,076,000,000 6,693,000,000 -10.1

Bingo 1,735,000,000 1,672,000,000 + 3.6

Lotteries 639,000,000 681,000,000 - 6.6

Total 5 legal types $17,347,000,000 $17,345,000,000 + .01
Illegal

Sports books $ 2,341,000,000

Horse books 1,368,000,000

Numbers 1,064,000,000

Sports cards 191,000,000

Casino games 110,000,000

Total 5 illegal types $ 5,074,000,000

TOTAL 10 TYPES $22,421,000,000
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about 4.5 percent on sports books and 15 to 18 percent at casinos and pari-~
mutuels to over 50 percent of the amount bet on lotteries and numbers, and
60 percent of wagers on sports cards.

When take-out rates are apﬁiied to the respective types of gambling
in TableVB.l—l 1t can be seen that net outlays for gambling amounted to
about $4.4 billion. This was an average net outlay of siightly more than
$30 per person over 18, and amounted to about 0.4 percent of personal in~
come. In magnitude, net expenditure for betting compares to what Ameri-
can households spent on cigarettes and tobacco or for newspapers and maga-
zines.

Americans make extensive use of illegal as well as legal opportuni-
ties to gamble, and both types have been included in the total. One of
the important findings of this study is the relatively small volume of
illegal gambling, for only 23 percent of total handle--glightly more than
$5 billion--consists of illegal bets on horses, sports, numbers, or casino
games. This is an average of $34 per person 18 or older in the population,
but only about 10.9 percent of the populétion reported placing illegal
bets. Illegal players ventured an average of $312 on 1llegal bets during
the year. |

Again, however, these estimates of total wager exaggerate actual
net outlay on gambling. If we apply take-out rates to handle, the net
outlay of illggal gambling averages about $7.20 per person aged 18+ or
about $67 per 1llegal bettor. As a total, then, i1llegal gambling repre-
gants a net outlay by consumefs—-and hence’a gross profit to illegél

operators--of slightly more than $1 billion annually.
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Table 3.1-2
Take out from U.S. Commercial Gambling, 1974
Take out rate Total
% Take out?

Legal

Horses at track 16.6 -$1,247,000,000

CTB, New York 21.0 173,000,000

lagal casiros 15.0 1,004‘,000»000

Bimes 33.0 551,000,000

Lotterias '55.0 374,000,000
Total Lagal 19.3 3,347,000,000
Yliegali

Sports books 4.5 105,000,000

Hoxse books 16.6 227,000,000

Numbers 54.0 575,000,000

Spoxrts cards 60:0 115,000,000

Casino games 15.0 19,000,000
Total Tilegzal 20.5 -1,039.;000,C00
Total Legal and Illegal 19.6 45>385,000,000

3pased on handle derived from the survey.



~97-

Accuracy of the Estimate. The estimate of total illegal gambling we

have found is substantially below most of those frequently heard, and it
is important to demonstrate its accuracy. One simple way to do this is

to compare amounts estimated from our sample with those obtained from pub-
lished reports of legal operations. Totals derived from the sample sur-
vey for individual types of gambling are remarkably close to those based
on published scurces, ranging from a 18.6 percent overestimate of the
volume of off-track betting (OTB) in New York to a 10.1 percent under-
estimate of the handle of legal casinos. (Table 3.1-1) When the grand
total is compiled individual errors tend to cancel, leaving an error of
only about 0:01 percent in the grand total.

The precision with which aestimates from our sample match what is known
about legal betting lends confidence to the estimates obtained for ille-
gal betting. At the same time, however, it must be borne in mind that
all such estimates are subject to sampling variability. That is, findings
will vary from sample to sample depending on the particular individuals
who happen to be questioned in each case.

A measure of the range of variation to be expected is provided by

the standard error of the estimate, a statistic that can be calculated

from the data and used to set probable limits to the error in the sample
estimate. In the case of illegal gambling, calculations indicate a stan-
dard error of about $10 for the mean annual illegal bet per United States
adult, According to sampling theory, this makes the chénces six to ome
againét a sample'thaf would underestimate illegal handle by more than

$1.4 billion, and forty to one against an underestimate by as much as
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$2.8 billion, and over six hundred fifty to one against an underestimate as -
large as $4.2 billion. This makes it certain that actual handle is less
than double the sample estimate, even if the sample is badly underestimat- - -
ing the facts.

In these terms, while our estimate of $5 billion for illegal gambling -
handle 1s subject to sampling variation, it is highly unlikely that the
1974 total was more than $8 billion, and it is virtually inconceivable

that it should be higher than $10 billion.

Types of Gambling. Clearly, betting on horses in one form or another

is the great pastime of American gamblers. The total amount ventured on
horses, estimated from the sample, was nearly $10.3 billioﬁ. Seventy-eight
percent consisted of bets at the track, nine percent of legal off-ﬁrack
betting in New York, and only 13 percent represented play With illegal
books. This amounted to $72 per capita of the population at large, but
since only 14 .8 percent of the population are horse players, this comes

to $490 per gambler.

Legal casinos handled an estimated $6,076,000,000, or about $42 per
capita aged 18 or older. This amounts to $448 per person who repérted
casino gambling, almost exactly equal to the figure estimated for horse
players. Illegal sports books turned over $2.3 billién, anbaverage of
$12 per capita of population atklarge or $623 per sports b:ttdr.

It is interesting to note ﬁhat the amounts ventured in each §f thev

three "action" types of gambling show relatively high averages pér.gém—

bler. 1In contrast, participants in less active games like bingo, lotteries,
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and nuwmbers venture considerably smaller amoﬁnts. The total amount ven-
tured at bingo is'estimatéd at $1.74 billion or $12 per capita which
comes to an average of only $74 per player.

Numbers players ventured $1.1 billion or $7.38 per capita which
corresponds to $273 per player. Lotteries, although widely popular where
they are in operation, attract only $4.43 per capita of the United States
population ($12.71 per capita in states that provide lotteries) or $25
per ticket buyer.

Sports cards are a relatively unimportant activity with a total handle
of less than $200 million which amounts to $1.32 per capita of population,
but this still comes to $44 per player.

Iﬁ terms of the net amount taken out by operators of games, Americans
spent $1.25 billion at horse tracks and another $1 billion at casinos.
Over half a billion dollars went to bingo games and more than a third
of a billion to state lotteries. New Yorkers spent $171,000,000 at legal off-
track betting parlors. Total legal gawbling absorbed 53,347,000,000 or
about 19.3 percent of the total amount bet. Another $1,039,000,000 was
spent on illegal gambling, over half of it on numbers with the rest di~
vided among horse books, sports cards, and sports books and a small amount
going to casino games. All told, the take out from illegal gambling
averaged 20.5 percent of handle, almost identical to tﬁe average take out
rate for legal gambling. Considering legél and 1illegal betting togéther,

Americans spent a net total of $4,385,000,000 on gambling during 1974.
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Nevada Residents. On a per capita basis Nevada residents wager an-

-~

nually $529 per capita compared to $155 for the United States. In terms
of income, Nevada bettors venture an average of 3.3 percent of family
income compared to one percent average for the United States.

If the average American assumed the gambling behavior typical of
Nevada residents, the total volume of United States wagering would be
$73 billion rather than the $22 billion actually observed. Moreover,
the illegal component of that total handle would be only $1.9 billion
compared to an estimated $5 billion, even at the illegal participation
rates characteristic of Nevada before reduction of the excise tax on
gambling.

A disproportionate amount of this increased handle, however, would
come from enlarged gambling participation by low income people and the

overall regressivity of gambling would rise.

3.2 Income Incidence of Betting

Betting is related to income in two ways. In the first place, the
proportion of people who gamble tends to rise with income. For example,>
as we have already seen, although 61 percent of all people gambled 6ﬁ‘
something during 1974, only 25 percent of those with incomes under SS,OOO,
but almost 75 percent of those with incomes over $15,000 participated.

As Table 3.2-1 shows, similar relationships hold when we examine parti-
cular types of gambling. For example, although 15 percent of pebple 1iv~
ing in states with parimutuél horse racing reportedAbetting at the track
during 1974, fewer than niné percent of those wifh incomes under $5,000

but 18 percent of those with incomes $15,000 or over participated.
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This is a general tendency; although when individual types of gam—
bling are examined separately, absolute numbers of participants observed
in the sample become small, resulting in irregular fluctuations in behav-
ior among some observed income groups. Among people with incomes in the
$5,000~$10,000 bracket, for example, 15.5 percent went to the track at
least once in 1974, whereas only 11.2 percent of those in the 310,000-
$15,000 bracket reported so doing. Nevertheless, the general tendency
for participation in gambling to rise with income holds for all individual
types of gambling, including those like ldttery and numbers that the pub-

lic usually associates with low income 'people.

Size of Average Bet. The second way gawbling behavior varies with
income is in the amounﬁ ventured by those who bet. Here the relationship
is much less clear than it is for participation, and it varies considerably
from one type of gambling to amothex. In fact, only among patrons of sport
books does the size of the average bet increase uniformly with income.

FTor many games, the number of dollars ventured per bettor bears a 'u-shaped”
relationship to income with the smallest bets placed by bettors in middle
income ranges. For example, off-track betting in New York City (OTB) at-
tracted by far the heaviest betting of all games studied, averaging more
than $1000 annually per bettor, but among income groups, the highest aver-—
ages were found in the very lowest and very highest income brackets, with
substantially smaller average bets found among middle-income bettors. A
similar pattern was found among those who patronized illegal horse books.

In contrast, ‘among those who bet at the track, annual bets by middle income

bettors averaged higher than bets by those at the ends of the income scale.
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Betting at casinos also follows the u-shaped pattern with bettors
in the over $30,000 income bracket reporting the highest average annual volumre
of bets ($1,293 in 1974) but the second highest average ($596) was found
among bettors with incomes under $5,000, and the lowest average ($125)
was found in the $10,000-$15,000 income bracket.

Several games were marked by a tendency for the amount bet to de-
cline with bettors' income. Data for those who bet on sports cards, num-
bers, and lotteries exhibit this tendency. Average amounts bet by bingo
players likewise trend downward as we look in higher income brackets, but
less'uniformly than with the other games.

Comparison among gameés shows some other interesting betting pat-
terns. The highest average bets on lotteries, horse books, and OTB were
placed by bettors with less than $10,000 income. Largest bets on numbers,
and sports cards were placed by those with incomes in the $10,000
to $15,000 bracket. Largest bets at the track were placed by bettors in
the $15,000-$20,000 bracket, while those with incomes over $30,000 placed
the highest average in caéinos and with sports books. Since average fam-
ily income was about $15,000 in 1974, the.data indicate that the largest
average bets on numbers, lotteries, bingo, horse books, sports cards, and
OIB were placed by bettors with below-average family income. Highest bets
at the track are laid by bettors with incomes near the average, whereas
those with above-average incomes are the heaviest bettors at casinos and
wlth sports books.

Average Annual Bet Per Capita, Since extent of participation and

average amount ventured per bettor vary among income brackets in different
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ways, a proper assessment of the overall relationship of gambling to income
requires that the two be considered in combination. This has been done by
multiplying the proportion of bettors in each income bracket by the average
number of dollars bet per bettor to obtain average amounts bets per person.
Even after taking account of the lower participation in gambling among low-
er income groups, however, we find the pattern of betting little affected.
The highest average per capita bet on numbers, bingo, and sports cards
is still found among people with below average incomes. Betting at tracks
is still heaviest in the groups with just above average income and heaviest
betting at casinos and sports books is found among the highest incomes.
Despite the differences in patterns for different types of gambling,
when betting of all kinds i§ considered, we find a strong overall tendency
for average per capita betting to rise with income. Among people with in-
comes under $5,000, for example, total betting amounted to an average of
less than $65 per capita. This rose to over $435 per capita émong people
with incomes over $30,000.

Betting as a Percent of Income. From the standpoint of most social

policy, the important question is not whether average betting grows with
income, but whether it grows in proportion to income. That is, whether the
percentage of income ventured on bets rises or declines as families moﬁe
up in income,

Overall, Americans ventured 1.1 percent of family income on betting
during 1974, but wagering constituted a higher fraction of low incomes than
of higher incomes. Taking all forms of betting together, percent of income

bet was more than twice as high among people with incomes under $5,000 per
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year than among those with incomes over $30,000, reflecting a strong down-
ward trend in percent of income bet as income rises.

This marked trend is found not only for betting as a whole, but for
all individual types of gambling except two. Percentage of income bet with
sports books rises with income, while percent of income ventured at casinos
appears to follow something of a u-shaped trend.

Take-out and Income. Up to this point we have been concerned only

with amount and percent of income ventured. The cost of gambling to any
group, however, is not the amount ventured, but the number of dollars
taken out and retained by operators of the games. This constitutes the
net loss to participant groups and represents the cost of their participa-
tion. Take-out or net loss is readily calculated from amounts ventured
by applying the take-out rate for each game. Take-out is shown with the
other information in Table 3.2-1.

Since the take-out rate for any game is the same for all income
groups, net expenditure on the game waries across income brackets exact-
ly in proportion to amount bet. As shown at the bottom of Table 3.2~1,
however, the total take~out from all games combined varies among income
brackets according to the different popularity among games played. Indeed,
by comparing the take—out from any income bracket with the amount ven-
tured by all bettors in the bracket, we obtain the average take-out rate
for gambling by players in that income group as shown in the table. Be-
cause low income bettors tend to favor numbers, lotteries, and other high
take-out gambling, average take-out 'rates among these groups are high. The

highest take~out is the 27.3 percent of amount bet by people in the $5,000

POy
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Table 3.2~1
Cambling and Family Income, by Type of Came

Family Income

Under $5,000- $10,000- §15,000- $20,000- $30,000 Total a
$5,000 10,000 15,000 20,000 30,000 and Over Respondents

Horses-track (States with legal tracks only)

Percent who bet 8.7 15,5 11,2 17.2 20.9 20.3 15.¢9

Average annual bet per bettor $187.5 $293.51  $395.75 $577.48  $294,20 © $435.87 $512.70
Average annual bet per capita 15.85 45,49 44,32 99.33 61.49 88.48 78.44
Average annual take-out per capita 2.63 7.55 7.36 16.49 10.21 14.69 13.02

(take-out rate,if.6%)

Horses~0TB (New York only)

Percent who bet 9.9 14.8 21.2 27.3 13.5
Average annual bet per bettor $1594.97 $353.75  §743.37 $1412.07 $1118.35
Average annual ber per capita 157.90 52,36 157.59 385.48 150.98
Average annual take-out per capita 33.16 11.00 33.09 80.95 31.71

(take-out rate, 21%)

Legal casinos

Percent who bet 4.12 8.06 6.21 12.33 12.31 20.62 9.45
Average annual bet per bettor $586.57  $193,17  $124.33  $336.57 $261.70 $1293.93  $448.26
Average annual bet per capita 24,58 15.57 7.72 41,50 31.74 266,81 42.36
Average annual take-out per capita 3.69 2,34 1.16 6.23 4,76 40.02 6.35
(take-out rate, 15%)
Bingo
Percent who bet 8.68 18.84 20,27 21.56 22.05 17.17 18.73
Average annual bet per bettor $141.66 $25.59  $113.91 $54.90 564.70 $97.34 $74.00
Average annual bet per capita 12.30 4.80 23.09 11.84 14,27 16.71 12.97
Average annual take-out per capita 4,06 1.58 7.62 3.91 4.71 5.51 4.28

(take-out rate, 33%)

Lotteries (States with lotteries only)

Percent who bet 30.6 45.5 52.5 60.0 57.4 '50.6 47.8
Average annual bet per bettor $24.43 $37.16 $32.07 $18, 59 $24.79 §17.24 $25.26
Average annual bet per capita 7.48 16.91 16.84 11,15 14.23 8.72 12.71
Average annual take—out per capita 4,12 9.30 9.26 6.13 7.83 4,80 6.99

(take-out rate, 55%)

Sports books

Perceat who bet 0.79 1.21 3.00 1.91
Average annual bet per bettor $127.76 $224.95 $891.89 $623.03
Average annual bet per capita 1.01 2.72 26.76 11.30
Average annual take-out per capite .05 .12 1.20 .54

(take-out rate, 4.5%)

Horse books'

Percent who bet 0.58 1.92 2,72 3.11 2.24 3.51 2,37
Average annual bet per bettor $38.87 $932.29 $335.16 $159.70 $578.35 $606.64 = $416.53
Average annual ber per capita 2.25 17.90 9,12 4.97 12.?6 21.29 9.87
Average annual take~out per capita .37 2.97 1.51 .83 2.15 3.53 1.64

(take-out rate, 16.6%)

Nur' ers

Percent who bet 1.20 3.56 2.7 3.39 2.87 4.84 3.01
Average annual bet per bettor $38.94  $393.26  $436.11  $198.14  $171.71  $111.34  $273.19
Average annuval bet per capita - 47 14.00 11.82 6.72 4.93 5.39 7.38
Average annual take~out per capita .25 7.56 6.38 3.53 2.66 2.91 4,44

(take-out rate; S54Z)

Sports cards
Percent who bet 1.13 2.93 4,90 5.66 4.03 3.0

Average annual bet per bettor $48.56 $111.56 $28.61 $10.91 $30.12 $43.70
Average annual bet per capita .55 3.27 1.40 62 1.21 1.32
Average annual take-out per capita .33 1.96 .84 .37 .73 .83

{take out rate, 60%)

Total a@ggP

Average bet per capita $63.46  $116.23 $133.99 $203.69 $167.00  $435.35 $177.86
Average take-out per capita 15.51 31.69 35.82 39.26 34,78 73.39 38.03
Effective take-out rate (percent) 24.5 27.3 26.9 19.3 20.9 16.9 21,5

Brigures by income bracket include only individuals for whom both participation and income are available, Figures for total
respondents include all individuuls for whom we have participation data regardless of whether income is available.

bTotal gamies are sums of per capita items by type of game. Since tigures for betting at the track are limlted to residents
of gtates with legal tracks, and betting on lorterfes is limited to residents of states with lotteries, totals do not match
corresponding obscrved totals for the entire United States,
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to $10,000 income bracket, and take-out rates paid by other below-income
groups are also above the 21.5 percent average %or all incomes. The lowest
take-cut rate is the 16.9 percent found among the highest income bettors
and the rates paid by other above-average income groupsAa;e below the av-
erage for all.

Again the interesting question is the relationship of take~out or
amount spent on gambling to income. Dividing income into take-out, we
perceive a steady reduction in percent of income actually spent on gambling
as income rises. (Table 3.2-2) For the United States as a whole, net ex~
penditure for gambling was 0.25 percent of income, but the poorest people
spent 0.62 percent of their income in this way compared tc 0.18 percent
in the highest bracket. The dispos tion of low-income families to spend
a greater fraction of income on gambling makes gambling a regressive ex-
penditure and, where used as a source of revenue, government receipts from
gambling become a regressive tax.

There are, however, important differences among different types of
gambling for some are more regressive than others. Indeed, the table indi-
cates that gambling with sports books is actually progressive, that is,
high income groups spend. a greater proportion of their income this way
than poorer people do.

Because percentages of income taken out are very small, it facilitates
the study of differences among types of gambling to compare cumulative per-
centages of amounts spent on gambling with accumulated percentages of in-
come. These cumulative percentages are shown in Table 3.2-3. Reading

across the table, we see that people with incomes under $5,000 received
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Table 3.2-2

Regressivity by Type of Game

Taken-out

Under $5,000- $10,000- $15,000- $20,000- $30,000 Total
$5,000 10,000 15,000 20,000 30.000 and Over
% $ % % b 4 p 4 z
Horses-track
Percent of income:
Bet 0.63 0.61 0.35 0.57 0.25 0.22 0.50
Taken~out 0.105 0.101 0.05% 0. 094 0.041 0.037 0.083
Horses~0TB
Percent of income:
Bet 3.03 0.41 0.87 1.15 1.15
Taken-out 0.636 0.085 0.182 0.241 0. 241,
Legal casinos
Percent of income:
Bet 0.98 0.20 0.06 0.24 0.13 0.67 0.27
Taken-out 0.148 0.031 0.012 0.036 0.019 0.100 - 0.040
Bingo
Percent of income:
Bet 0.49 0.64 .18 0.07 6.06 0.04 0.08
Taken-out 0.162 0.002 0.061 0.022 0.019 0.014 0.027
Lotteries
Percent of income: :
Bet 0.30 0.23 0.13 0.06 0.086 0.02 0.03
Taken~out 0.16 0.12 0.07 0.04 0.03 0.0L 0.05
Sports books
Percent of income:
Bet 0.02 0.02 0.1 0.08
Taken-out 0.001 0.001 0.005 0.003
Horse books
Percent of income:
Bet 0.09 0.24 0.07 0.03 0.05 0.05 0.06
Taken-out 0.015 0.040 0.012 0.005 0.009 0.008 0.010
Numbers
Percent of income: :
Bet 0.02 0.19 0.09 0.04 0.02 0.01 Q.05
Taken-out 0.010 0.101 0.051 0.021 0.011 0.007 0.028
Sports cards |
Percent of income: o
Bet 0.011 0.04 0.01 0.002 0.003 0.009
Taken~out 0.007 0.024 0.006 0.001 0.002 0.005
Total
.Percent of income: :
Bet 2.53 1.55 1.07 1.1é 0.67 1.09 1.15
0.62 0.42 0.29 0.23 0.14 0.18
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2.16 percent of total household inceome, but, for example, contributed 6.01
percent of total lottery take-~out. The two lowest income groups combined—-
people with incomes under $10,000--received 11.49 percent of total income,
but contributed 24.68 percent of lottery take-out, and so on. As we con-
tinue down the columns,more and more families are included, so a larger
percent of both total income and total take-out is included in the percen-
tages shown. When the highest income bracket has been included, 100 per~-
cent of both income and take-out have been accounted for. The regressive
nature of the lottery is shown by the fact that percent of lottery contri-
bution exceeds percentage share of income all the way up the income scale,
catching up to equality only at the highest income. In contrast, the col-
umn for sports books shows this type of gambling to be progressive, for
percentages of total take-~out contributed to sports bookies lags behind
percentage of total increase all the way up the income scale.

Graphical Analysis by Lorenz Curves. The degree of regressiveness

or progressiveness of various types of gambling are readily analysed by
means of Lorenz Curves. The nature and use of these curves is convenient-
ly demonstrated by application to lotteries in Figure 3.2-;. Accumulated
percentages of income from Table 3.2-3 are rlotted on the horizontal axis,
The corresponding accumulated percentage of total contribution to lotteries
is plotted vertically. Now, if each group contributed to the lottery take-
out exactly in proportion to its share of total income, the relationship
between income and contribution would correspond to the straight diagonal
line. That is, the diagonal line would represent a situation in which

families with incomes under $5,000 (who receive 2.16 percent of all household






T T oo vy wv"— YO rY Y v VTV v . A LA o Lo ] oW VTN Y TRV e SRRy Y ¥ - v vy ——

Table 3.2-3

Comparison of Cumulative Percentages of Family Income and Contribution
to Take-out by Game

Percent of Total Income ‘Percent of Total Take-out Contributed by Those Who
. . Earned by Families with Gamble on: »

Income : Less than Indicated Income Lottery Numbers Bingo Sports Cards Horse Bookie
$5,000 : 2.16 6.01 0.79 11.74 4,81 2.80
$10,000 ’ ~ 11.49 ' 24.68  33.48  18.35 11.69 34.93
$15,000 30.71 53.90 68.27 . 57.61 69.18° 55.18
$20,000 ~ 52.81 71.41  84.76  74.17 - 86.97 64.25 ,,(';
$30,000 ‘ 76.73 91.77 93.90 89.21 92.95 '82.06 T
Total 190.00 100.00 100.00 100.00 100.00 100.00

Percent of Total Income Percent. of Total Take-out Contributed by Those Who

‘ Earned by Families with Gamble on:

Income Less than Indicated Income Horse Tracks Sports Books Casinos Total
$5,000 2.16 3.65 1.07 7.29 . 5.35
$10,000 | 11.49 18.79 2.62 13.96  20.85
$15,000 30.71 37.00 7.77 18.03 43,85
$20,000 52.81 ; 70.53 49.38 36.06 66.01
$30,000 76.73 | 86.20 80.77 49.00  80.05

Total 100.00 ' 100.00 100.00 100.00 100.00
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Figure 3.2-1
Regressiveness of Lottery and Sales Tax
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income) would contribute 2.16 percent of total lottery take-out. Families
with incomes under $10,000 (who receive 11.49 percent of total household
income) would contribute 11.49 percent of total lottery take-out and so on.

In fact, of course, low income families make a disproportionate contri-
bution to the lottery, and for this reason the points representing the
lottery do not follow the diagonal line, but lie on a bow that arches above
it. Moreover, the extent to which the curve arches away from the diagonal
line is a convenient measure of the degree of regressivity, for the more
regressive lottery gambling is, the greater the bow in the curve above the
diagonal. In the most extreme case of regressivity possible, the bow would
be pressed clear back against the left and upper boundaries of the figure.

The most convenient way to measure degree of regressivity, is by the
fraction éf the area of the upper triangle that is contained between the
bow and the diagonal line. The less regressive any type of gambling is,
the closer its curve approaches the diagonal, and the smaller the area
of the bow compzared to the total trianglé. The more regressive the type,
the greatér the proportion of area under the bow. Inspection of Figure
3.2-1 suggests that the area between the lottery curve and the diagomal
line represents something more than a quarter of the total triangle. This
is borne out by more careful measﬁring which shows the area to be 31 bér—
cent of the total.

For purposes of comparison, a curve representing all federal, state
and local sales and excise taxes is plotted on the same figure. Since the
curve for sales taxes lies inside the lottery curve, it is clear that the

lottery is considerably more regressive than the sales tax. Computation
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reveals an index of regressivity of .17 for sales taxes compared to the
.31 found for lotteries.

Regressiveness of Different Types of Gambling. Lorenz curves for

all types of gambling for which sample information was obtained are plotted
together in Figure 3.2-2 while calculated degree of regressivity appears

in Table 3.2-4. Numbers and sports cards prove to be the most regressive
types of gambling. Bingo is about the same as lotteries. Horse books

are somewhat less regressive at high levels, and as a whole have a slight-
ly lower degree of regressivity. Betting at casinos, on the other hand,

is progressive, as indicated by the way the Lorenz Curve arches below

the diagonal line of proportionality. Sports betting is highly progressive
at low income levels, but becomes regressive at high incomes; on balance,
however, it is somewhat more progressive than casino gambling.

Since all pldyers are subject to the same take-out rates regardless
of income, the size of the take-out for any given game does not directly
affect its degree of regressivity. Yet it is interesting to note that
the more regressive types of gambling are uniformly games with high take-
out, whereas the only two types that represent a progressive relationship
to income are the two with the lowest take-out rates. The low income bet-
tor, it would appear, is given to ventures with high potential winnings
offered under grossly unfair odds. The high income player is more given
to getting the most action for his money by playing games with low poten—
tial winnings at somewhat better odds. When all types of gambling are
combined, the index of regressivity is seen to be .17, not greatly differ-

ent from that of excise and retail sales taxes.



~113-

Figure 3.2--2

Lorenz Curves for Types of Gambling
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Table 3.2-4

Regressivity or Progressivity by Types of Gambling,
United States and Nevada Only

Index of Progressivity {P) or Regressivity (R)

Game U.S. as a Whole Nevada Residents Only
Numbers A4 (R) -
Sports cards : .40 (R) s/
Lottery .31 (R) -
Bingo .30 (R) .58 (R)
Horse books 27 R) s/
Horse . tracks .17 (R) s/
Off~track horse betting

parlors .07 (R)a .56 (R)
Slot machines 41 (R)
Keno .26 (P) n.a.
Casino tables ‘ 46 (R)
Legal sports betting parlors - .36 (R)
Illegal sports books .29 (P) s/
All types combined .17 (R) 42 (R)

For comparison: all sales
and excise taxes .15 (R) N.a.

*New York OTB only

s/ Sample too small to permit reliable estimate.
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Regressivity in Nevada. Gambling is much more regressively related
to income in Nevada than in the United States as a whole. (Table 3.2-4)
The regressivity of total commercial gambling by Nevada residents is
measured by a ratio of .42, compared to .17 for the United States. Some
of the difference in regressivity is related to casino gambling. Resi-
dents of other states must travel to Nevada before they can participate,
and costs of this travel act as a high admission fee to militate against
participation by low income people. This gives casino gambling a pro-
gressive relationship to income (.26 P). Nevada residents, however,
escape the high travel costs, and casino gambling is readily accessible
to all income levels. As a result it becomes highly regressive.

But even where travel costg are universally low, as in the case of
bingo, Nevada residents participate more heavily (24 percenf vs. 19 per-
cent for the United States), bet more heavily (3104 average per bettor
vs. 869 for the United States) and bingo is much more regressive (.58 vs.
.30 for the United States).

Comparison of the gambling behavior of residents of Nevada with
the United States population at large strongly suggests that low income
people are much more readily caught up in the social atmosphefe of gam-
bling than are the richer members of the community.. It follows that the
expanded popularity of gambling that accompanies extensive legalization

also serves to increase the regressivity of gambiing as a revenue source.
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3.3 Revenue Potential of Legalizing Gambling

The revenue available from legalized gambling depends on a number of
factors that are related in compléx ways. Essentially, however, they re-
duce to three: potential demand, operating cost, and tax rate.

Demand is measured by the dollars ventured annually on the game and
depends on the number, habits, income and background of people who live
in the area from which the game draws. In addition, however, the number
of dollars ventured depends on the price of playing the game as measured
by the take-~out rate. The larger the percentage taken out of the game by
the operator the less action participants get for their money, fewer peo-
ple are interested in the game and they are willing to venture less.

Since take-out rates are the sum of operating costs including pro-
fits, plus taxes, responses of players to take-out rates set an impor-
tant limit to the revenue potential of a given game. Low taxes with ac-
companying low-take-out rate attracts customers but may leave little for
the state after operating costs are covered. A high tax rate, on the other
hand, may severely choke off demand and again leave the state with little
or nothing. 'Maximum revenue for the state clearly requires a balance be-
tween the percent of each wager retained in tax and the number of dollars
wagered. But exactly where this optimum is to be found depends on how
sensitive to the rate players of the particular game prove to be.

Sensitivity to take-~out is partly a matter of the game and its struc-
ture. Players will bet despite high take~out rates on games like lotteries,
numbers, and gports cards that are characterized by very large prizes with

low probability of winning whereas players in games that feature smaller
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prizes will stop playing unless the prizes are reasonably commensurate with
the odds. Responsiveness to take-out rates also depends on available alter-
natives. Because of the inconvenience and cost of visiting 2 track, many
horse players are willing to pay a premium in the form of higher take-out
rates at off-track betting parlors than at the track. Witness the 21 per-
cent take-out at New York OTB parlors compared to 16.6 at nearby tracks.

But the higher the differential becomes, the more customers will visit the
track. Likewise, high take-out rates at off-track betting parlors encour-
age horse players to patronize illegal horse books that offer more attrac—
tive odds.

Little is known about responsiveness of players to take-out rate,
and most of the estimates that follow are based on the take-out rates now
applied. In estimating potential revenue from legal sports-betting and
off-track horse betting parlors, however, some effort has been made to
take account of this factor.

An additional important determinant both of total gambling behavior
and the amount of revenue that can be raised by any given game is the ex-
tent to which gambling is a dynamic phenomenon that is affected by and in
turn affects surrounding society. Legalization of one form of gambling
has two effects. In the first place it tends to attract customers from
other forms. This may reduce illegal gambling, but to the extent that
éompeting forms of gambling are already part of the revenue system, the
move is partly self-defeating, as was true of the establishment of off-
track betting in New York. In the second place, adding to available legal

forms of gambling attracts new customers, not only to gambiing on the new
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game, but, by adding to publicity and the atmosphere of acceptability of
gambling in general, to other forms of gambling as well. This aspect of
legalization has been evidenced in several parts of this study, where it
was shown that total gambling participation tends to rise as the number of
gambling facilities rises. When gambling becomes an omnipresent part of
everyday life as in Nevada, participation rates rise to almost 80 percent
of the adult population, and the average amount bet per participant rises
likewise.

Although there is no way explicitly to include this dynamic in the
following estimates, participation rates and average handle per bettor
have been individually chosen to represent upper limits to what could
reasonably be expected under the best conditions, and in combination
undoubtedly overestimate the true revenue potential of all games combined
even after allowing for the reinforcement of gambling behavior provided
by the greater total availability of gambling facilities.

The final revenue estimates are shown in Table 3.3-1. As far as
possible these are net figures, representing potential revenue after de~

duction of coperating costs.

Lotteries. 1In 1974, $681,000,000 in state lottery tickets were sold,
yielding gross revenues of about $374,000,000 to the states concerned. Not
all this revenue was obtained from residents of lottery states, but 47.8
percent of all residents reported participating in the lottery, buying an
average of $23.73 worth of tickets during the year. Thus a gocd first

approximation to potential lottery ticket sales should be about $11.50
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Table 3.3-1
Revenue Potential of Legalized Gambling

Assumptions a
Participation Average Annial Handle Net State Revenue Potential U.S. Total
Rate (%) Per Bettor Per Capita Per Capita Handle Revenue

Lottery 47.8 $23.73  $ 11.93 § 5.37 §$ 1,719,000,000  § 774,000,000
Numbers 50.0 100.00 50.00 22.59 7,296,000,000 3,243,000,000
Sports betting parlors 8.0 170.00 13.60 .98 1,960,000,000 141,000,000
Sports cards 10.0 50.00 5.00 2.50 721,000,000 360,000,000 1,
Off-track horse betting 13.5 417.00 56.30 5.63 - 8,114,000,000 811,000,000 !§
Horse tracks 25.8 841.00 217.00 16.28 31,276,000,000 - 2,346,000,000
Slot machines 72.1 377.00 279.00 2,72 40,212,000,000 392,000,000
Table games 27.3 846.00 231.00 1.73 33,294,000,009 249,000,000
Total, 8 games n.a n.d 864.00 57.71 124,527,000,000b | 8,288,000,000b

a ) .
Allowance has been made for cperating costs of state-operated games.

bhetail does mot add to total due to rounding.
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per adult. At a 55 bercent take-out rate this implies gross revenue of
about $6.32 per capita of adult population. Since experience has shéwn that
administrative costs absorb about 10 peréent 6f total ﬁicket sales, of about
$1.15 per capita,‘thié leéves about 55.17 net per adult yielding a net po-
tential ?evenue of $774,000,000 to the states.

This figure will, of course, vary with sucﬁ factors as income and re-
ligious beliefs of state residents and ﬁill also depend on the total gam-

bling context.

Legal State Numbers Game. During 1974 three percent of United States

adults bet on numbers. If a legal numbers game provides the same service
as present illegal games and at equivalent cost, there 1s every reason to
suppose present illegal players would adopt it and bet as much as they do
now. This sets the absolute minimum potential handle at $ 6.20 per capita
now observed for illegal numbers betting. But revenue potential is clear-
ly higher than this. As now organized, numbers is an urban game. Of-
people living within 25 miles of the 25 largest metropolitan centers,

6.7 percent reported betting on numbers compared.to only 0.8 percent of
those living over 50 miles away. One important reason for this wurban
concentration is the illegal status of the game. . Because it is illegal,
numbers operation requires an elaborate labor-intensive network of writers,
runners, and others whose employment is economical- only where population
is concentrated. Moreover, the game depends on word-of-mouth information
in place of mass advertising and this is much more readily available in an

urban setting.
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Legalization of numbers would remove both these 1imitatiqns. A legal
numbers game can be mechanized and produced cheaply even in rural areas,
and advertised like lotteries or race tracks. Therefore a legalized
nugbers game would attract greatly increased participation. itiis in-
structive to note that 10.6 percent of New Jersey residents surveyed re-
ported having purchased at least one PICKIT ticket,-although the game had
been in existence only two moﬁths at the time of the survey. Giveﬁ time,
participation should grow substéntially and‘could conceivably approach the
50 percent level characteristic of state lotteries.

How much these bettors would venture is likewise an open question..
Lottery players lay out an average of $25 annually for lottery tickets, but
it is clear that numbers is a more absorbing game that involves substan-
tially more personal involvement than lotteries do. The difference lies
in the characteristic of numbers by which bettors place bets on numbers of
their own selection. This involves the bettor in vast areas of prognosti~
cation, dream interpretation, and related activities which makes the game
a complete pastime.

This difference is reflected in the different behavior of bettors.
About 2.4 percent of residents of lottery states (less than 5 percent of
lottery players) reported spending $100 or more annually for lottery tickets,
and the largest reported bet was $400 a year, whereas, despité the ille-
gality of the game, one percent'éf the United States adult population
(almost a third of all numbers players) reported wagering’ $100 or more per :
year on numbers. Several bettors reported more thaﬁ $1000 annually, and i

the largest bet reported by a numbers player was $8000 annually. ' o

“
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Dollars wagered on numbers are more akin to betting on horses than
to buying lottery tickets. Bettors in states with horse tracks reported
betting an average of over $500 per year, and nine porcent of.bettors re-
ported wagers of $1000 or more per year. Similar wagers are reported by
those who bet with illegal books.

On this basis, the average numbers bet should be expected to be con-
siderably higher than that expected for the lottery, even with enlarged
participation. Given the bet of $267 wagered annually by the three percent
of the adult population who participate in illegal numbers, it appears un-
reasonable to expect the annual handle from a greatly expanded number of
participants to exceed $100 per bettor. Allowing for a 55 percent takeoug
rate and 10 percent operating cost, this implies annual potential net revenue
of no more than about $22.50 per adult. On a 1974 population basis this

would constitute a total of $3.3 billion.

Sports Betting Parlors. Sports betting is a low take-out operation.

Take out from legal sports betting parlors currently operating in Nevada
averages about 10 percent, including the two percent federal excise tax on
handle. Moreover, it is clear from Nevada experience that the volume of
legal patronage is highly sensitive to take-~out rate as it is affected by
tax.

"Table 3.3-2 compares amounts handled by Nevada sports bLetting parlors
during the first three quarters of 1974, when the federal excise tax on
such gambling was 10 pezcent of handle, with amount handled during the first

three quarters of 1975, after the tax had been reduced to two percent.

ey
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Table 3.3-2

Effect of Reduction in Federal Excise Tax on Gambling
at Nevada Sports—Betting Parlors¥*

Take-0ut Rate

Year Federal Tax Operator Total Handle per Quarter
1974 10 8 18 $1,386,000

1975 2 8 10 4,957,000
*Source

s+ Based on data supplied by Nevada Gaming Control Board. Dollar

figures shown are averages of the first three quarters of each
year.
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Wagering on legal sports betting rose from the quarterly average of‘
$1,386,000 experienced during the first three quarters of 1974 to
$4,957,000 during the corresponding quarter of 1975. The principal cause
of this 3.5-fold rise was the cut in take-out rate at legal parlors from
about 18 percent to 10 percent. A substantial part of this increase doubt-
less represented a shift from illegal to legal operations. In our survey
of Nevada residents, 2.9 percent of respondents reported patronage éf ille-
gal sports books during 1974 when the high excise tax rate was in effect,
betting an average of $275 per year. This compared to 8.1 percent who
patronized legal sports betting parlors with an average bet of only $158.

In any event, the gambling public proved to be so responsive to this
reduction in cost of legal sports parlors that, as shown in Table 3.3-2
total take-out by operators and federal government combined rose
sharply. Yet federal tax revenue declined, for expansion of handle was
insufficient to make up for the tax reduction.

The federal excise tax on gambling had never been designed as an
important revenue source and reduced yield was a secondary consideration
in this dnstance, but the example has general applicability. Bettors are
quite sensitive to take-out rates, particularly where alternative ser-
vices are available and attempts to rely on gambling as a revenue source
must confront this basic fact.

The Nevada experience suggests that the price elasticity of sports—
parlor betting is about -2.1. That is, a 1 percent reduction in take out
(i.e. reduction of take-out rate from, say 10 to 9.9 percent) tends to
expand handle by about 2.1 percent. Under these circumstances, the tax

rate that yields the maximum excise tax revenue depends on operating costs.
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Allowing 8 percent of handle as operating cost would give maximum tdx
yield at an excise tax rate of about 7.2 percent.l If this rate had
been in effect in 1975, we would expect Nevada to have shown a legal
handle of about $2,000,000 and federal excise tax revenue of $144,000 per
quarter in 1975.

Taking the Nevada experience as a basis for participation, legal
sports books might be expected to attract 8 percent of adults, betting an
average of $170 per bettor as at Nevada sports-betting parlors. These
figures imply an annual handle of $13.60 per adult. With a 7.2 percent
tax on handle, we arrive at an average per capita tax yield of $.98 in
potential revenue. This would have been a total of $141,250,000 annually

in 1974.

Sports Cards. Like lotteries and numbers; sports cards constitute a

high take-out game. Indeed the estimated take-out rate of 60 percent makes
it the highest of all games studied. The number of adults who play, 3.2

percent of the population, is close to the 3.0 percent figure for numbers,

lIf elasticity of demand is F, tax rate is ¥ percent and operating cost ¢

percent of handle respectively, the handle is given by

-F
= lE_LJZI
BE=D 100

whera D is the level of demand as influenced by all other factors except

take out. Tax yield Y is the product.of tax rate and handle so

i
t It +e¢
Y= 700 D[zoo]

. , e
This expression reaches a maximum for tax rate t* = 7
E-
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but-;despite the clear potential of sports cards as a pastime with intense
personal involvement--betting is more nearly likevthat on lotteries. ‘The
average player ventured only $44 annually on the game. “

In view of American involvement with sports, one would expect high
participationkin a legalized game, but it is notable that in Nevada where
sports cards are legal, only three percent of residents bet on them.

One reason for low participation may be the high price embodigd in the

high take—out rate. Another may be that those bettors most interested in
gsports prefer the game~by-game, low take-out action provided by sports books
That is, the very nature of sports cards may make them less‘appealing be~
cause the player wins only by correctly predicting the outcome of several
games simultaneously. This means he derives no satisfaction or reinforce~
ment from correctly predicting some of the results.

It would appear to follow that sports cards are not a promising source
of revenue. Take-out from 1974 illegal handle was $115,000,000 annually--
less than $.80 per adult--even before allowance for operating costs. 1In
view of the behavior of Nevada residents, legalization would not be expected
to improve much on this performance. As an outside estimate, We'might ex~
pect participation to rise to 10 percent of adults with an average annual
bet of $50 per bettor. This would yield an annual handle of $5 per adult,
or a total of $721,000,000. Allowing 10 percent fqr operating cost, net
state revenue would be $2.50 per adult or a total of about $360,00b?000

annually.
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Off-track Betting Parlors. The off-track betting parlor is subjeét

to two kinds of substitutes: betting at the track and betting with illegal
books, but the two substitutes present different problems from a revenue
point of view. When players shift between betting at the track and betting
at off-track parlors, the total revenue effeét is associated only with
differential tax rates applied at the two places and possibly with diffefence
in tax jurisdictions, whereas shifts between either of these and illegal
books affect total tax revenue profoundly.

Bettors surveyed expressed three reasons to prefer illegal books to
legal betting parlors: (1) The illegal take-out is lower since it is not
subject to épecial taxes levied on the legal parlor. In New York this tax
amounts to 5 percent of the value of winning tickets, or about a little
more than 4 percent of total handle. bIn Nevada the federal excise tax is
absorbed by operators. (2) Illegal winnings avoid the federal income tax.
This is a strange perception. Most legal winnings go unreported b& the
parimutuel agency, and are therefore no less easily (and na more illegally)
left unreported by the bettor as taxable income than illegal winnings. Of
course pay out of a large win is accompanied by an IRS informatien’form, but
this form is filed only on winnings of at least $600 at odds of more than
299 to 1. In other words, no formal report of winnings is made to IRS unless
a $2 ticket pays $600. Nevertheless, the belief is widespread among horse-
players that IRS has agents stationed at tracks to identify 1érge winners.
Regardless of the facts, this belief helps account for a strong preference
by many players for the confidentiality provided by illegalloperators. 1(3)
Telephone service and credit are provided by illegal operators. Telepho;é
service is available to patrons of New York OTB, but only to those who maintain
a credit Balance in their deposit account. Illegal books operate on credit

with ‘periodic settlement ' of accounts.
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Of these three objectives, the last is most easily overcome.  Although
deposit accounts minimize collection costs, and yield interest income on the
deposited amounts, net gain from these sources is probably smaller than the
loss resulting from reduced business. Illegal bookies clearly believe this
to be the case and operate without the assistance of case advances.

Nothing can be done about the second point. There’appears to be no
way to exempt winnings on legal wagers from income taxation without making
legal wagering into a readily accessible and low cost way to launder and
legitimize illegal and other income that had evaded the income tax.

The first objection addresses the question of the price of off-track
parlors compared to illegal facilities. The higher the tax rate applied, the
greater the stimulus to bettors to gamble illegally. As in the case of
sports books, some idea of the responsiveness of bettors to differences in
take-out can be had from the Nevada experience with reduction of the Federal
excise tax as shown in Table 3.3-3.

During the 1974 period, legal bookmakers in Nevada added the 10 per-
cent federal excise tax to the bet. Thus a "two-dollar" bet actually cost
the bettor $2.20. The betting parlor then paid the bet at track odds for
a $2 bet, so take-out at a horse parlor amounted to $.20, added on top for

the excise tax, plus $.33 (16 percent of the $2 bet), or a total of $.52.

lIt is, of course, popularly believed that illegal bookmakers are able to
extend credit because of their willingness to resort to strong-arm collection
methods to minimize bad debts. Yet Nevada casinos routinely extend credit

and show a bad-debt ratio of roughly three percent of total takeout. An equal
rate at a horse parlor would amount to less than 1/2 of 1 percent of handle.

With a 17 percent take-out rate a $2 bet on every entry in a race returns an
average of $1.66 per entry. This would legitimize income at a cost of only
17 percent.
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Table 3.3-3

Effect of Reduction in Federal Excise Tax on Gambling
at Nevada Horse-Betting Parlors#*

Take-0Out Rate

Year Federal Tax Operator Total Handle per Quarter
a a

1974 9.1 14.5 23.6 $5,055,000

1975 2 14 16 9,556,000

*Note: Based on data supplied by Nevada Gaming Control Board.
8percent of bettors $2.20 outlay.
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This was 23.6 percent of the $2.20 ventured by the bettor. After reduction
of the tax to 2 percent, betting parlors apparently accepted $2 bets without
additional tax and paid track odds, thus absorbing the remaining 2 percent
excise tax. This reduced the take-out rate to 16 percent. In regponse,
handie at legal Nevada horse parlors rose from an average of $5,055,000 per
quarter to $9,556,000, an increase of 89 percent. If this is characteris-
tic of the nation as a whole, the elasticity of demand for legal off-track
betting is about -1.6.l

The tax rate that will meximize state revenue under these circumstances
depends on the cost of the betting operation, including not only the costs
of the parlor itself, but the contribution the parlor must make to the track
to maintain the quality of races and insure that the track itself remains
in operation.z' Since 7 percent of total parimutuel handle at the track is
retained for operations, the figure for éff—track horse betting parlors
should probably be somewhat lower, but on the basis of a 7 percent operat-
ing cost, the optimum tax on off-track betting should be no more than 11.7
percent of handle. At this rate, the total take-out rate should be about
18.7 percent. - (Compare 17 percent at New York tracks and 21 percent at

New York OTB.)

1This elasticity agrees exactly with one developed from analysis of a moving
cross section of data obtained from 24 states that supplied thoroughbred
racing during the years 1945-1971. Demand for racing was estimated by the
regression:

H, =37.45 + .011Y, + .134d% - 334t._ + 570 (R%=.81)
i (.0oo1) *t (o1e)lt apit it

In this_expression, subscript i refers to state and t to year. H, represents
per: capita thoroughbred track handle in state i during year t, as'It relates
to Yit’ per capita income of the state during that year, d¥ , number of racing

it
days divided by population, tit takeout rate and Qit’ a dummy variable to
identify small states. Figures in parentheses are standard errcvs.

Evaluating elasticity with respact to take-out rate at the mean of the
sample gives an elasticity of -1.6 in exact agrecment with the Nevada data.

2See fg@tnote page 125.



-131-

This suggests that to gain maximum revenue at the expense of illegal -
operations, off~track betting parlors should pay track odds without additional
tax, since loss of customers from additional taxation more than balances gain

from the tax. This policy likewise maintains betting at the track on sométhingf:"»w

like an equal footing with the off—track.operétion.

Even with extra taxes, 13.5 percent of New Yorkers patroﬁizgd OTE. Ink
the New York area where interest is especially high, bettors reported an average
wager of $1118 per year. For the purpose of revenue estimates, however, it
seems more reasonable to expect average bets to be closer to the $417 per
year wagered nationwide at illegal books. At New York participation rates,
this would constitute an off-track handle of $56.30 per adult of which the
state would collect about 10 percent or $5.63 per capita, or a total of about
$811 million.

In arriving at this figure no effort has been made to estimate the
amount of the shift in betting betﬁeen tracks and betting parlors, nor

how this shift would affect the tracks themselves.

B
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Betting at Tracks. During 1974 a total of $8.7 billion or $60 per

American adult was wagered on parimutuel betting at race tracks. About
$7.5 billion of this was handled at horse tracks and an additional $1.2 mil-
lion at dog tracks. Of this total, about 17 percent or mnearly $1.5 billion
was taken out, of which about $650 million accrued to states as revenue.

The total revenue potential of parimutuel racing, however, is more
difficult to assess than that from any other form of gambling because de- N
mand varies sharply with distanée from the track. During 1974, 15.9 percent
of adult residents of states that provide horse tracks bet at the track,
compared to only 9.2 percent of residents of other states, but participation
rises to include 25.8 percent of the residents of the New York-New Jersey
metropolitas area within which race tracks are much more accessible than
in most areas.

A careful study of the revenue potential of race tracks should go fur-
ther and concentrate on the betting behavior of the population residing
within 50 or 100 miles of operating tracks. In the absence of such infor-
mation, the behavior of residents of the New York-New Jersey metropolitan
area can be taken as an indication of what might be expected from greatly
increased availability of tracks.

The closer and more conveniently located tracks are, the more fre-
quently bettors will patronize them and consequently the larger the annual
handle per bettor will become. In states where tracks operate, bettors
average $448 per year, but bettors living within 25 miles of any of the
25’1argest metrop91itan areas average $841 per year in wagers, and this

might be taken as an approximation to what would be expeciad in general i
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with ready access to tracks.

Under circumstances where 25.8 percent of adult population ventures an
average of $841 annually, total handle would average about $217 per adult,
of which about 7.5 percent or $16.28 per adult would accrue as revenue to the.

state.

Table Games. Unlike most other forms of gaﬁbling which permit an unam~
biguous definition of handie on the basis of discrete events (purchase of a
lottery ticﬁet or placing a bet on a particulér spofts event), table games
like craps, roulette, and black jack‘involve continuous play over a period of
time. Thus, althougﬁ table games are characterized by very low take-out on
éach individual play, the proportion of his initial stake a player has lost
by the time he goes home is 1argely a functibn of how long he plays.

In other woxds, if players habitually keep playing as long as their
monéy lasts, the take—-out rate would Be lOO.percent éf their initial stake
regardless of odds in ;de game. It appears, however, that behavior of players
results in a take-out rate iﬁ the neighﬁofﬁood of 15 percent of the initiai
stake, and this has been used for revenue estimétion.

In Hevada, where table games are readily aVailable, 27;3 percent of
reéidents reported playing table games. Initial stakes taken to the casino
averaged $846 per piayef each year. On this‘basis, the total handle attributable
to Nevada residents was $231 per capita pér year. Apglicﬁtion ofvthe_lS |

percent rate gives an estimated'$34.65 taken out annually perfﬁdult.; Rﬁ
N ,H‘
o : ~ : o
Nevada this is subject to the gambling tax that averages 5 percent. }At this:
, 7 o S : . o . R S M‘,
tax rate, table games yield state revenue of about $1.73 per adult“resiﬁgnt:
' . i

i . ) Rt

or $250,000,000 nationwide. ]
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Slot Machines. In Nevada, 72.1 percent of residents reported playing

slot machines. The problem of defining "handle'" for slot machines is éimilar
to that for table games.. Respondents were asked ''When you went to play slot
machines, how much money did you usually take to pléy?” .The answer, multipled
by the number of times respondent reported playing during the year, constituted
the "handle." On this basis, bettors ventured an average of $377 yearly on the
game. Take-out rates for slot machines are not publicly available, but it
appears unlikely that they are much above 15 percent.

The operator's revenue from slot machines is subject to the graduated
Nevada tax on gambling proceeds which averages about 5 percent of take-out.
Although slot-machine players are known to be highly sensitive to feal or
imagined differences in pay-out as among establishments and individual
matnines, there is no evidence as to their responsiveness to differences in
overall level of take-out rate. As a basis for setting an upper limit, we
suppose that a tax of 10 percent of take-out would not materially restrict

demand. This would represent a revenue yield of $2.72 per adult or $392,000,000.

Total Revenue. In arriving at estimates for individual games we have
attempted to determine the maximum to be expected from each game, taking one
game at a time. We have completely neglected the'possible influence of
legélization of one game on participation in another. Clearlyvthese are
two bpposite influencés. On the one hand, as results gléewhere in this study
show, leéalization of one form of gambling contributes to the total acceptabiiity
of gambling as a whole and tends to increase total gambling participation. On
the other hand, appearance of one game may attract bettors from others. Given

the way in which our results were derived, it is reasonable to suppose that
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their greatest weakmness lies in absence of information about the latter
pdssiﬁility. In this event the reveune potential of $8,288,000,000 showa in>
the table for all games combined must be viewed as an upper limit and an over-
éstimate of the revenue potential probabiy available from gambling.

" Moreover, it should be borne “in mind that a substantial part of this
revenue is alreadyrbeing realized. Existing lotteries yield $256,000,000-~
nearly half of the potential shown for the game, existing OTB yields
$122,000,000 or 15% of nationwide potential and an additional $660,000,ooo—-
about a quarter of the potential shown--is alreé&y being collected by taxes
on parimutuel betting at horse tracks; Somewhat smaller amounts are being
collected from other games where they are legal.

Legalization of numbers is the largest untapped revenue source. This
single game aﬁounts to over 40 percent of estimated revenue potential. It
should be noted, however, that the estimate is based on the extreme assumption
that participation in legal numbers would match thgt observed for lottefiesi
Any application of'thg estimate should be made with this important qualifi~
. cation in mind. |

an final céveat is in order. These estimates are prepared on an
"internal revenue" bagis, by which each state taps the revenue from gambling
by its own residents. The current revenue to the state of Nevada comes,
of course, not only from its own residents but mostly from visitors from
o;her gtates. One or two other states that established a similarly attractivegk;
gambling environment cogld likewise gain revenue at the expense of visitors,
but as gambling becomes more andwmore'widespread, interstate visitation tends
to cancel out and states must ultimately depend on their owﬁ residgﬁts-fpr

revenue. It is on this basis that estimates have been complied.

R
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CHAPTER FOUR

LEGALIZATION OF GAMBLING

4.1 Knowledge of Gambling Laws

Wherever hérsé tracks, off-track betting, bingo, state lotteries, or
dog tracks are legal, most people say they are awére of the legal status
of each, but'in each of these cases approximately 10 percent are wrong
because they tﬁink of these activities as illegal when indeed they are
not. This is not the case for the one other legal operation, Pickit.

EN

Over a fourth of the peoplé living in New Jersey say they don't know

Pickit is a legal game in thelr state and an additional 14 percent think

- it is ah illegal game. However, since Pickit went into operation in May

of 1975, 6nly two months before the time of the survey, this might account
for the lack of knowledge we found.

On. the other hand, in gtates where horse tracks, off-track betting,
and igtte£ies are ﬂot legal, only three quarters oi the people say they
are aware they are not legal. Most of the others are uncure. Bingokis
a different matter entirely. In states where bingo is not legal, about
the same number of people think it is legal as think it is not, while
16 percent say they are not sure. 1In actuality, they have every reason

to be confused since bingo games are almost equally available in both

sets of states.

None of the other. eight games are legal agywhere‘except in Nevada,

which has been excluded from this analysis.1 §ix‘of these: slot machines,

A}

1. See Chapter Eleven for an analysis of Nevada gambling.
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Table 4.1

Respondents Knowledge of the Laws in Their Statey

State Laws
' . Legal Not legal
% %

Horse Tracks

Believe legal 82 5

Believe illegal 10 76

Don't know 8 19
Off Track Bet.ting

Believe legal 86% 9

Believe illegal 12 71

Don‘t know 2 20
Bingo

Believe legal 76 43

Believe illegal 15 41

Don't know 9 16
State Lottery

Believe legal 88 8

Believe illegal 8 73

Don't know 4 19
Numbers or Pickit

Belleve legal 59%*% 1

Believe illegal 14 75

Don't know 27 24
Dog ‘tracks

Believe legal 78 20k %%

Believe illegal 12 %

Don't know 10 15
Slot Machines

Believe legal 5

Believe illegal 80

Don't know 15
Gambling Casinos

Believe legal - 3

Belleve illegal 83

Don't know 4
Sports Cards or Sheet

Believe legal 4

Believe 1llegal 75

Don't know 21
Sports Events with a bookie

Believe legal 1

Believe Illegal 84

Don't know 15
Pro Sports excluding friends

Bélieve legal 3

Believe illegal 81

Don't know 16
College Sports excluding friends

Believe legal 2

Belleve illegal . 83

Don't know 15
High School Sports excluding friends

Believe legal 2

Believe illegal 83

Don't krow 15

* NYC residents only

A% New Jersey residenta ohly

*kh3aged on tha total sample basced -on the question:
"Which of thesc ara legal in your state now?"
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casinos, sports events with bookies, and betting on pro, college, or high
school sports other than witﬁ friends are illegal according to 80 to 85
percent of the United States population, while most of the rest say they
don't know. Only 75 percent believe numbers and sports cards are illegal.

(Table 4.1)

4,2 AMttitudes Towards Legalization

About 80 percent of the respondents say they are interested in legal-
izing at least one of the 13 gambling activities we questioned them about,‘
{(Table 4.2-1) but there is so little consensus on which games should be
legal that no one game, unless it is believed already legal, is favored
for legalization by a majority of adults in the United States.

Bingo is an excellent example because it heads the list in terms of
favorability. Sixty-eight percent of the total population say they
favor legal bingo, 21 percent say they do nect, eight percent are unsure,
and three percent did not respond to our questions about bingo. (Téble
4.2-2) The 68 percent favorable responses, however, are a product of
B2 percent favorable responses from people who tell us bingo is already
legal in their state and 48 percent favorable responses from people who-
tell us bingo is mnot legal in their state. (Table 4.2-3) Despite some
clouding due to misunderstanding of the-laws, the overall conclusion still
holds-~even for bingo a majority of adult Americans in the United States
do not favor legalizing the game where it is not already legal. In fact,
people who live in states where bingo, horse tracks, or state lotteries

are legal, but are unaware of their legal status, report they are less



Table 4.2-1

Distribution of Index of Favorability

State Laws : 1974
Total No Legal One Legal Two Legal Three Legal Participation
Sample Facilities Facility Facilities Facilities Non Bettor Bettor
% Z % % p4 Z %
Favorable to legalizing:
Nothing 20 40 21 10 5 45 4
One game 7 10 9 4 4 11 5
50 56
Twc games 8 8 7 11 7 11 7
Three games 7 4 8 6 7 5 8
Four games 8 4 7 o 10 10 6 9
50 - = 52

Five games 7 7 5 10 -7 4 8 .
Six games 8 5 7 10 b 10 3 11 £
Seven games 6 5 4 9 50 2 9 52 '
Eight games 5 3 7 4 1 8
Nine games 6 3 7 5 3 7
Ten games 5 3 5 5 2 6
Eleven games 5 1 6 4 11 2 7
Twelve games 4 2 3 4 , 2 5
Thirteen games 4 5 4 8 6 3 6

100% 100% 100% 100% 100% 100% 100%
Based on the questions: "...which of these are legal in your state now?" "Any others?' and if legal, "Would you

like to see continued or would you like to see it abolished?" and if not legal "...How do you feel about
making legal? Are you definitely in favor of legalizing it, do you tend to be in favor of legalizing it,
do you tend to be against legalizing it, or are you definitely against legalizing it?"
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favorably disposed toward their legalization than those who live in states
where they are not actually legal. WNevertheless, in no single case did
we find a majority, that is over 50 percent, saying they want bingo or
horse tracks or state lotteries made legal in their state when it was not
already legal or beiieved to be legal. (Table 4.2-4)

Even though no game would easily win a referendum, if there were one,
some games are more desirable than others. Restricting our observations
to those individuals who believe an activity is not legal and desire to
make it legal, we find bingo tops the 1ist with 48 percent in faver,
closely followed by horse tracks and state lotteries each with 47 percent
in favor, followed by dog tracks, slot machines, and gambling casinos with
44, 40 and 40 percent respectively in favor, off-track betting with 36
percent, sports cards and professional sports betting with 32 and 30 per-
cent respectively, and at the bottom of the list, numbers with 22 percent,
college sports betting with 22 percent, bookie sports betting with 20
percent, and high school sports betting with 16 percent reported favor-
ability toward legalization. (Table 4.2-3)

Let us remember that when 48 or 47 or 44 percent of the people say
they are in favor of legalization of a game, it does not follow that all
others are against it. Some are unsure of how they feel and would make
up their minds only after listening to the arguments both pro and con
that would accompany an effort to legalize a game in their state. (Table

4.2-4) On the other hand, there are strong indications in this study that

most people favor the status guo.
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Table 4.2-2

Attitudes Toward Legalization

Positive Negative Unsure NA
% A 7% %
Bingo 68 21 8 2
Horse tracks 62 26 10
State lottery 61 29 6 4
Pickit* 60 12 17 11
Dog tracks 49 42 5 4
Slot machines 40 53 3 4
Gambling casinos 40 52 4 4
Off-track betting 38 51 5 6
Sports cards or sheets 32 54 8 6
Pro sports betting 31 61 4 4
Numbers, bolitas, policy 22 60 12 6
College sports betting 22 72 3 3
Sports events with bookie 20 71 6
High school sports betting 16 77 3 4

*New Jersey residents only

See Table 4.2-1 for questions asked.

Positive equals continue plus definitely plus tend to be in favor of
legalizing.

Negative equals abolish plus definitely against plus tend to be against definitely
legalizing.
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Table 4.2-3

Components of Positive Attitudes Toward Legalization

Total Desire To Desire To
Positive Toward Continue An Already Make An Illegal
Legalization Legal Facility? Activity Legal
% 7% A
Bingo 68 82 48
Off Track Betting (N.Y.) 67 » 69 -
Horse Tracks 62 73 47
State Lotteries 61 81 47
Picket 60 91 -
Dog Tracks 49 72 44
Slot Machines 40 53 40
Gambling Casinos 40 65 40
Off Track Betting 38 65 36
Sports Cards or Sheets 32 63 32
Pro Sports Betting 31 60 30
Numbers, Bolitas, Policy 22 36 S g 22
College Sports Betting 22 68 - 22
Bookie Sports Betting 20 42 A 20
H. 8. Sports Betting 16 62 16

See Table 4.2-1 for questidns agked.

8This 1s a perceived legality which is incorrect in some cases.
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Table 4.2-4

Attitudes Towards Legalization by State Laws

State Laws

Total
Game is Game is Sample
Legal Not Legal P
% % %
Bingo
Total positive 73 63 68
Continue 82 81** 82
Make legal 46% 50 48
Horse Tracks
Total positive 67 50 62
Continte 73 71%* 73
Make legal 39% 50 47
State Lottery
Total positive 77 49 61
Continue 81 72% 81
Make legal 39% 48 47

* Based on responses of individuals whose knowledge of their state law
is incorrect--sample size is small.

*% Based on responses of individuals whose knowledge of their state law
is incorrect--gample is substantial.
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The difference in attitudes toward legalization between people who
believe something is not legal and those who believe it is legal, whether
correct or not, is only one of the components in understanding who is
favorably inclined to legalize gambling games, and who is not. A major
source of variation is whether a persén now bets on that game through
whatever channels are available to him. In each case, those who actualiy
bet on the game say they are more favorable to its becoming legal than
those who do not bet on it. Because they bet on something does not, how—
ever, automatically make them desire its legality. In fact, only games
which have a history of legality, i.e. bingo, horse tracks, state lot-
teries, and dog tracks, have practically full acceptability among their
own participants (93-95 percent). Off-track betting has unusually high
acceptability as a legal game among people who place bets on the horses
with a bookie (84 percent). This is the only instance in which current
players of any game give a higher ranking than the rest of the population.
Betting participants on all other games, while favoring their legalizationm,
still rank the games essentially as the total population does. Looking
at the total population, no illegal game has a majority saying they are
in favor of its legalization. However, with the exception of betting on
college and high-school sports and with sports bookies, a majority of
bettors on each illegal game do favor fts legalizatiom.

Among the questions posed were "How do you feel about making betting
on sports with a bookie legal?" and "Restricting your answer to bets
other than bets with friends, how do you feel about making betting omn

professional sports events legal?" Although the questions seem to refer
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Attitude Towards Legalization by Participation

Total Current
Sample Bettors
% Z
Bingo 68 94
Horse Tracks 62 94
State Lotteries 61 93
Pickit 60 NA
Dog Tracks 49 95
Slot Machine 40 698
Casinos 40 73
0ff Track Betting 38 84
Sports Cards or Sheets 32 73
Pro Sports Betting 31 68
Numbers, Bolitas or Policy 22 69
College Sports Betting 22 47
Bookie Sports Betting 20 49
High School Sports Betting 16 27b

a .
Casino better base.

bAny illegal sports bettor base.
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to very similar things, we got quite different answers. Sixty-eight per-;
cent said they favored legalizing professional sports betting but only

49 percent said they favored legalizing bookie betting. There are two ways
of accounting for the difference in attitudes. First, favorability toward
legalized bookie betting is adversely affected by the possibility of col-
lege and high school sports betting. Second, and more likely, is that
respondents are expressing less interest in legalizing bookies than in es-

tablishing sports parlors. (Table 4.2-5)

RegionallDifferences. Another major factor which influences attitudes‘
towards legalization is the geographic region. The Northeast region of
the United States has the greatest variety and quantity of legal gambling.
In addition to bingo, tracks, and lotteries, New York has legal off-track
betting, New Jersey has recently legalized a numbers game, and Conmecticut
is planning Jai Alai, lofteries. and is considering legalizing other
games. Wherever games are already legally in operation in the Northeast,
approximately 85 percent say they want to keep them that way, with the
exception of horsetracks which has a somewhat lower constituency in favor of
keeping it (74 percent). In those parts of the Northeast where bingo is not al-
ready legal an absolute majority is in favor of making it legal. WNo other ille-
gal game in the Northeast is favored for legalization by a majority. Horse races,
dog tracks and casinos reach 48 and 47 percent favorably, respectively, fol-

lowed by off-track betting and slot machines with 43 and 41 percent.
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Table 4.2-6

f\Comparison of Reported and Actual Legal Status
of Four Commercial Games by Region of the United States

|
\
\\

Total North
Northeast Central South West
act. Trep. act. rep. acte rep. act. rep. act. rep.
% % % % 7% % % A % A
Lottery
Legal 44 43 99 98 55 57 18 8 0 14
Not legal 56 44 1 1 45 35 82 68 100 73
Bingo
Legal 55 61 65 85 83 77 32 40 37 42
Not legal 45 27 35 11 17 16 68 39 63 45
Horse Tracks
Legal 70 59 89 81 60 47 52 40 92 84
Not legal 30 30 11 16 40 41 48 42 - 8 7
Dog Tracks
Legal 18 20 15 21 5 10 32 25 20 23
Not legal 82 65 85 69 95 73 68 54 80 65

Notes. (1) Reported state laws do not add to 100% due to a varying number of
"don't know" responses.
(2) Actual refers to proportion of "sample'" living in states where
activity is legal. It is not proportion of states within the
region with legal games specified.
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Favorability to Legalization by Region of Country

Table 4.2-7

North
Northeast Central South West
4 % Z 4
Bingo
Total positive 83 76 51 66
Continue 87 80 75 83
Make legal 64 62 36 56
Horse Tracks
Total positive 69 63 .51 73
Continue 74 68 69 81
Make legal 47 59 39 &
State Lotteries
Total positive 84 63 37 62
Continue 85 78 64 81
¥ake legal b 56 36 59
Dog Tracks
Total positive 55 51 40 52
Continue 84 58 64 83
Make legal 48 51 33 44
Slot Machines
Total. positive 42 43 k1§ 48
Make legal 41 44 31 47
Casinos
Total positive 47 43 28 49
Make legal 47 43 28 48
Qff Track Betting
Total positive 50 40 27 39
Mske legal 43 41 28 38
Sporti Cards or Sheets
Total positive 37 39 22 3l
Make legal 38 37 22 29
Pro Sports Betting
Total positive 34 33 25 34
Make legal 34 34 25 32
Numbers, Bolitas, Policy
Total positive 37 18 17 i8
Make legal 37 18 17 i8
College Sports Betting
Total positive 23 26 17 22
Make legal 23 25 17 19
Bookie Sports Betting
Total positive 23 25 14 20
‘Make legal 23 24 14 21
High School Sports Betting
Total positive 16 20 14 15
Make legal ie 10 13 13

*Small sample size



-150~

Sports cards, numbers, and pro-sports betting are favored by over a third
of those in the Northeast, college and high school sports and sports books
by less than 25 percent each. The only totally divergent pattern of fav~
orability in the Northeast compared to other parts of the country is the
numbers game. Thirty-seven percent of adults in the Northeast say they
want numbers made legal, which is twice the proportion favoring its legal-
ization in any other part of the United States. Even there, an absolute
majority (54 percent) oppose its legalization.

People living in the North Central portion of the United States
are the most favorably disposed group to making horse tracks, bingo, dog
tracks, and lotteries legal where they are not already legal. All four
have majority support. While the continuation of games already legal is
supported by large numbers in the North Central states, the proportion
in favor of their continuation is less than in the Northeast and West of
the United States. The North Central region parallels the Northeast region
on favorability towards legalization of other games with the exception of
numbers, as previously noted.

There are significantly fewer legal gambling facilities in the
South of this country and except for bingo, Southerners are not particu-
larly aware of those that do exist. Only horse tracks are avallable to
more than 50 percent of the South's population. We have previously
pointed out that people .strive to maintain the status quo and that
begting participation is lower in the South. Therefore it is not surpris-
ing that desire to legalize any gambling game is significantly lower in

the South. In fact no games not already legal in the state have as many
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as 40 percent who say they are in favor of their legalization anywhere in
the South. Even desire for continuation of legal games is lower here, with
an average of two thirds in favor of continuation.

The West has an unusual pattern of legal betting facilities. There
are no state lotteries, but practically everyone has access to legal
horse tracks. Legal bingo is available to only slightly more than one

third of the population. Wherever some form of gambling is legal, there

is a strong comstituency that wants to keep it that way. There is also

a majority who say they are in favor of making bingo and state lotteries
legal where not already legal. No other games achieve a favorable major-
ity in the West but there is more support for slot machines and casinos
than anywhere else (47 and 48 percent). (Tables 4.2-6 and 4.2-7)

In summary, there is no solid support for legalization of games not
already legal, with the exception of bingo in the Northeast and North
Central regions; horge tracks and dog tracks in the North Central region;v
and state lotteries in the North Centragl and Western regions. Wherever
games are legal now, a sizable majority favors their continvation. State
laws and current betting participation affect attitudes toward legaliza-
tion. The more legal facilities there are already in the state, the
larger the proportion of people living in those states who say they are
favorable to legalizing more gambling games. Bettors are more favorable
to legalizing gambling games than non~bettors. Bettors or each game are
the most favorable but even among them there is no consensus that their
game should be legal and there is no majority in favor of legalizing

college, high school, or bookie sports betting even among its practitioners. -
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Finally, across the nation 88-97 percent expressed definite views on the

question of gambling legalization.

Demographic Differences. Attitudes toward legalization also vary by demo-

graphic group. Interest in legalization declines with age. In some in-
stances (0TB, lotteries, numbers, casinos, and sports books) it is higher
among the 25 to 44 year age group than the 18 to 24 year group, but then
declines. Without exception males say they arc more favorable to legal-
ization than females. With the exception of bingo, lotteries, sports cards,
and dog tracks, non-whites give more favorable opinions about legalizaiifcn
than whites.

Jews are more favorable to legalization than Catholics, who are more .
favorable to it than Protestants. There are three minor exceptions:
Catholics say they 4re more favorably disposed toward the legalization
of sports cards and betting on college and high school sports than Jéws
say they are.

With only n~ne exception more divorced and never-married individuals
favor legalization than married people. The exceptior: is off-track bet-
ting where married people follow divorced but are shead of never-mar=-
ried individuals. Widowed individuals are always least favorable.

Favorability to legalization tends to rise with income, but there
are several notable exceptions. Favorability towards legalization of
slot machines is lowest in the low income bracket, rises iﬁ the $5,000
to $10,000 a year group and holds steady beyond that, Favorability to
legalizing sports books declines in the $10,000-$15,000 braqket but then

continues to climb with income., Favorability to legalizing college and






Operation and Regulation of Games 4f They Become' Legal
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Table 4.2-8
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OTB Casinos Numbers Sports Gamblers in General
%-of % of % of % of % of Z of % of Z of % of % of Non
Total Sample Total Sample Total Sample Total Sample Non Bettors
Sample Answering Sample Answering Sample Answering Sample Ansvering  Bettors Answering
Should be operated by
Government Employees 30 35 28 34 42 65 42 47 24 42
Private Businessmen 55 65 54 66 38 ‘35 47 53 33 58
Non responsive answers 15 18 20 11 43
*
Should be regulated by
Federal Government 18 18 15 15 19 26 21 22 21 33
State Government 42 43 58 58 34 48 59 61 27 42
Local Government 37 37 i7 17 19 26 16 i7 15 24
Don't Care 3 2 10 10 - —— - - - -
Non responsive answers - - - —— 38 —— 4 - 37 1

*
Responses of lifetime participants only for non-bettor column.
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high school sports rises up to the $15,000 a year level and then declines
slightly.

Attitudes Towards Regulation and Operation. If any or all of these

games were made legal, the question would arise as to the form of the le-
galization--who should regulate them and who should operate them. We asked
all bettors and non~bettors these questions and the answers clearly indi-
cate that if any game except numbers were legalized, the preferred
operator would be private business rather than government. This is espe-
clally true for OTIB and casino operations. Numbers players say they pre-
fer government supervision to private business. Many people, especially
non~bettors did not feel they could answer this question. Regulation by
the state instead of either local or federal government is preferred if
legalization were to occur. OTB, unlike all other games, has many more
proponents of local control but state regulation is preferred even there.
(Table 4.2-8)

Anticipated Consequences. There are many pros and cons about legali-

zing gambling. We asked random sets of bettors about the effects they
anticipated 1if different games were made legal and we asked the total
non-bettors about the effects they anticipated if there were legal gam-
bling. They were questioned about four potentially positive and four
potentially negative effects. On the positive side a majority of bettors
generally agreed that legalization of any of the five games: off-track
betting, casinos, lotteries, numbers, and sports, would lead to more jobs
for people and increased revenue to finance the government.

The majority cf bettors said they did not believe there would be less

money for organized crime or more of a chance for the common man to get
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rich. There were two exceptions. A majority thought legalizing numbers
would lead to less méney for organized crime and legalizing lotteries would
provide more of a chance for the common man to get rich.

A majority of the non-bettors reported they did not think any of the
four positive results would be achieved.

Fewer generalizations can be made across games when we look at the
responses to potential negative consequences of legalizing gambling acti~:.
vities.

A majority of bettors feel legalizing OTB and sports betting will
result in: more people working less because they are gambling, more of
a chance that childreon will be influenced to gamble, and more people
gambling more than they can afford. On the other hand they do not see
legalizatlion of off-track betting or sports betting increasing the number
of racketeers.

A majority of bettors said they think. legal casino betting will lead
to more children beirng influenced to gamble, more racketeers, and more
people gambling more than they can afford.

The majority of bettors did not associate any negative consequerces
with legal lotteries.

'A majority of bettors say they fear legalization of numbers will
lead #o more children being influenced to gamble and more pebple gambling
more than they can afford, but few. think peopie will work less, and lesz
than a majority fear more racketeers will become involved in it.

On the other hand, non-bettors in large numbers fear children will

be influenced to Qémble, that there will be more people gambling more than
N _

Y
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Table 4.2-9

Percent of Respondents in Agreement with Eight Possible Consequences
of Legalizing Each of 5 Different Games

Non
Bettors
Random subsets. of Bettors Gambling
OTB Casinos Lotteries Numbers Sports in General
% A % % % Z
More jobs for people 71 69 57 64 63 41
A lot more money to run
the government 53 66 65 58 67 38
Less money for
organized crime 33 45 47 55 27 33
More of a chance for the
common man to get rich 49 18 56 30 48 14

More people working less
because they are
gambling 63 43 13 25 67 57

Moxrz of a chance that
children will be

influenced to gamble 60 66 48 61 53 82
More racketeers
connected to it 13 61 31 46 22 71

More people gambling
more than they can
afford 55 76 42 62 59 81
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Table 4.2-10

Beliefs About the Kffects of Legalization on Corruptiorf

Non
Bettor
Rapéom subsets. of Bettors "EEEEII&E‘
OTB Casinos Lotteries Numbers Sports in General
Z /A Z A Z %
Respect for Law ; »
More 17 17 19 18 15 13
Less 21 20 7 14 15 38
No Change 57 62 70 64 70 36
Police Corruption
More 22 26 8 21 26 42
Less 21 16 15 23 23 15
No Change 49 53 71 51 50 ~ 27
Political Corruption
More 36 32 24 30 37 40
Less 11 10 9 18 10 11
No Change 46 51 57 42 47 28

Note: Where responses do not add to 100 percent the remainder is no answer.
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they can afford, and more racketeers would be involved. A less sizable
majority of them also say if gambling were legal, more people would work
less because they are gambling. (Table 4.2-9)

Theré are three other consequences of legalizing gambling which could
not be addressed with an agree or disagree format. We asked respondents
if they thought legalizing each game would lead to more, to less, or to
no change in respect for law, in police corruption, and in political
corruption.

Generally speaking the majority of bettors in the sample said they
believe legalizing gambling games will not change how much people respect
the law, or the amount of police or political corruption. Non-bettors on
the other hand, said there would be less respect for the law and more po-

lice and political corruption.

Those bettors who said legalizing gambling would effect a change,
more often said the effect would be undesirable in terms of police and

political corruption. (Table 4.2-10)

Legal Statutes, Attitu&eslkand Gambling Behavior. The pattern of

gambling statutes varies widely among states, and it is no surprise to find
that the more gambling is permitted by a state, the more people are ob-
served to gamble. But gambling is not confindd to what is legal, and it
is surprising to discover that the extent of illegal gambling is higher in
states where more facilities are legal.:

Figure 4.2-1 and Table 4.2-11 show this relationship. As we can

see, even in states with no legal gambling, 41 percent said they made a
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bet of some kind during 1974. ‘Many of these did nothing more than make
casual bets with friends, but 24 percent of this population engaged in
some kind of legal commercial gambling, and nine percent bet illegally.
In states with more legal gambling, we observe not only more commercial
legalngambling, but more gambling amoﬁg friends and more illegal gambling
as well. |

The correlation of legality with total gambling behavior raises a
chicken-egg problem. Are state laws and gambling activiity merely dif-
ferent manifestations_of the same underlying attitude toward gambling,
or do changes in the law themselves modify attitudes and behavior?

Sinée our survey elicited information on attitudes toward gambling
as well as participation, we can attack this question by examining the
gambling behavior of a group of people all of wﬁom have the same attitude
toward gambling. If we find the same correlation of legality with be-
havior in such a group, it would tend to support the idea that changes
in gambling laws--by altering the social climate surrvounding gambling-—
directly contribute to alteration of behavior.

The measure of attitude toward gambling was obtained by asking each
respondent whether each of 13 games should be legalized (if it was il-
legal) or should be maintained as legal (if it was already legal). The
number of responses favorable to legalization was then counted, and taken
as an index of how favorable the respondent was toward gambling. The dis-
tribution of the scale was given in Table 4.2-1.

The group of people wh; indicated a favorable attitude toward legal-

izing 10 or more of the 13 games were designated as those with the strongest
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Table 4.2-11

Gambling Participation by Number of Legal Facilities in State

Total No Legal One Legal Two Legal ' Three Legal

U.S. Facilities - Facility Facilities Facilities
% % Z yA pA
Any Gambling 61 41 58 71 81
Legal Commercial Gambling 44 24 36 60 67
Only 16 13 14 20 7
Combined 84 87 86 80 93
Tllegal Gambling 19 8 12 22
Only * 0 % % *
Combined 99 100 99 99 99
Friend Garhling 350 35 S5 54 72
Only 26 34 20 19 11
Combined 74 66 80 81 89

Figure 4.2-1
Gambling Participation and Legal Gambling Facilities

9
9
g Total participation
7 Friend participation
% of 7 Commercial participatican
Gambling 6
Participation §
5
5
4
4
5
0
0 Illegal participation
5
0
L 1 1 1

Number of legal facilities in state
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positive attitude toward gambling. This group was subdivided according
to the number of legal gambling facilities available in the states in
which they lived and the behavior of each subgroup was examined. Similar
treatment was accorded the group of persons who expressed a favorable at-
titude toward legalizing fhree or fewer games. The results, plotted in
Figure 4.2-2, show a steady rise in gawmbling behavior in both groups as
the extent of legal facilities increase. Although the group with the less
favorable attitudes gambles less than those with highly favorable attitudes.
the correlation of gambling behavior with legal facilities is clearly
marked. Moreover, the same correlation is obgerved when only illegal
gawbling is examined (Figure 4.2-3). There is an apparent exception among
people well disposed toward gambling who live in states where there are no
legal outlets at all. It would appear that when some legal facilities
are provided for such people, their illegal gambling declines, but as more
and more legal gambling becomes available their total gambling activity--—
and along with it their illegal gambling--rises. Respondents who are not
well disposed toward legalization of gambling also gamble illegally and
gamble more where there are more legal facilities, although, again, to a
smaller extent than those with more favorable attitudes.

The conclusion appears inescapable tﬁat the’mere presence of more
opportunity to gamble increases the amount of gambling done. Moreover,
the greater the total volume of gambling, the more favorable the environ-

ment is for illegal operators.
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~ Figure 4.2-3
Illegal Gambling Participation

29 34 Respondents favorable
27 to legalization
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13 Respondents unfavorable
to legalization
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Figure 4.2-2
Any Gambling Participation
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4.3 Effect of Legalization on Illegal Gambling

Because of the startling nature of this conclusion and because one
of the reasons frequently advanced for legalization is the expectation
that legal facilities will discourage illegal operations, we explorad
the effect of legalization in another way. Observed differences in gam-
bling behavior may be associated with differences in state laws, but
they are also associated with differences in income, ethnic background,
religious beliefs, and many other factors. If we are to detect the effect
of laws, therefore, it is important to control for a large number of
other determinants of gambling behavior. For this purpose we employed
a multivariate analysis to adjust for the influence of the demographic
variables related to gambling behavior.

The factors taken into account in the analysis are shown in Table
4.3-1 ranked in order of their importance in contributing to sorting
the population into those who participated in illegal gambling and
those who did not. As might be expected from general observation, the
most important correlate of illegal gambling is sex. Illegal partici-
pation is much higher among men than women. Sex is the most important
correlate of whether a person gambles with horse books, with sports books,
and on sports cards but is seventh in rank in identifying numbers players.
For numbers play, the most important identifying characteristic is
living near the center of a large metropolitan area. Since numbers are
an urban phenomenon, this is hardly a surprising finding.

The second most important characteristlc is the region of the coun-
try in which a person lives. Region is about equally important in identi-

fying players of individual games.



Rank Order of 13 Variables'

Table 4.3-1

Contribution to Whether

People Bet on Four Illegal Activities

Total
Illegal Horse Sports Sports
Variables Bettors Book Book Cards Numbers

Rank | Beta | Rank | Beta | Rank | Beta | Rank | Beta | Rank | Beta
Sex 1 .199 1 .125 1 .121 1 .185 .066
Region 2 <155 .087 2 .102 2 .083 .101
Age 3 .126 .052 5 .053 3 .081 .052
Family income 4 .084 10 .027 3 .058 4 .059 11 .029
Legal lottery 5 .076 12 .025 8 .037 7 .023 i0 .049
Distance from 25 largest cities 6 .065 11 .026 11 .018 13 .009 1 L1312
Education 7 .063 5 .068 7 . 047 9 .017 5 .086
Ethnic background 8 .043 .090 .051 .058 2 .104
Religion 9 .039 9 .029 .054 047 8 .062

NY/NJ Metropelitan gambling
facilities 10 .039 .083 9 .029 11 .015 4 .094
Legal bingo 111 .034 8 .039 13 .004 8 .022 .074
Legal Yorse tracks 12 .018 .044 12 .006 10 .017 12 .005
Legal dog tracks 13 1,-010 13 .013 10 .025 12 .010 13 .002
Rz .102 .053 .038 .059 .083
F I 6.23 3.06 2.17 3.45 4.98

=-%91-
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Age of the person ranks third overall, but, except for sports cards,
is much less important in identifying participation in individual activi-~
ties. Family income ranks fourth in overall importance, but is more help~
ful in identifying people who gamble illegally om anything than in pick-
ing out the particular type of illegal gambling.

The fifth overall factor is whether the person lives in a state
with a legal lottery. Again, however, this is less useful in identifying
participants of a specific type of illegal gambling. Distance from a
large metropolitan area is sixth overall, but most important in identi-
fying numbers players. FEducation is seventh, pretty much across the
board.

Ethnic background ranks eighth in ability to distinguish illegal
gamblers from others, but is much more important (second for horse
books and numbers) in picking out the type of game preferred. Religion
is ninth in overall impoftance, but works somewhat better in identifying
sports bettors. The last four ranks are whether the person lives in
New York/New Jersey or in the rest of the nation, and whether or not
bingo, horse tracks, and dog tracks are legal. Again, the importance of
these factors in identifying illegal behavior in general differs from
ability to identify players of particular games. For example legality
of harse tracks has an important bearing on whether residents of the
state bet with illegal horse books, and legality of bingo is important
to the question of participation in numbers.

Tor technical reasons, the cost of calculating coefficients of
partial correlation for individual factors is prohibitive in this kind of
analysis, but Table 4.3-~1 includes beta coefficients that serve as useful

approximations. The beta coefficient attached to each factor provides a
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basis for appréising its importance in the total explanation of gambling
behavior as combared to any other individual factor. Thus, ig_predicting
whether a given person is an illegal gambler, knowledge of inéome (beta=,199)
is over three times as important as knowledge of educational achievement
(beta=.063). .
Multiple Rz, indicating the power of the entire set of 13 factors to
distinguish illegal gamblers from other people in the population, is given
at the foot of the table together with the accompanying F statistic. The
.01 level of significance level in this analysis iz about F=1.5. That F
uniformly exceeds this value by a substantial m.. 3in attests to the very

high statistical significance of the analysis.

Supply of Illegal Gambling. It will be noted that all the factors

examined relate to whether individuals participate in illegal gambling or
not. But the act of illegal gambling requires not only desire on the

part of the consumer (demand) but also the existence of illegal facilities
to satisfy that desire (supply). Available evidence from suppiiers strongly
indicates that both operating costs and risks are much the same everywhere.l
Hence, a supply is ubiquitous and illegal services appear in response to
demand. This means that the results of the analysis can be identified with

differentials in demand rather than differences in supply of illegal facilities.

1The number of persons arrested for gambling offenses, per 100,000 varies
substantially. For the 57 cities with populations over 250,000, the rate
in 1973 ‘aried from more than 300 per 100,000 to less than one. However,
outside of the state of New Jersey, less than one percent of those arrested
were incarcerated and fines averaged less than $100. This suggests than,
again with the exception of New Jersey, the illegal gambling operation
would be little deterred by law enforcement. This point is treated at
length in other studies of the Gambling Commission.
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Lotteries. Application of the multivariate procedure can best be
illustrated with respect to state lotteries. In the population as a
whole, 10.9 percent of adults engage in some form of illeggl gambling.

When we examine resident; of states with legal lotteries, however, we
find 13.7 percent gambled illegally (2.8 points above the average) com-
pared to only 8.7 percent (2.2 points below average) in states without
1otteries.. But the difference in behavior reflects more than merely the
presence of the lottery, for residents of the two classes of states
differ in a number of other ways that must be taken into account before
the influence of the lottery can be observed.

This was done as follows. Illegal betting behavior was first sta-
tistically related to observed personal, social, and eéonomic characteris-
tics of each person in the sample. The statistical relationship was thenr
applied to the characteristics of the population of states with legal lot-
teries to obtain an estimate of illegal betting frequency to be expected
there on the basis of personal, social, and economic characteristics alone.
The difference between what would be expected and the frequency actually
observed was then an estimate of the contribution of the lotrery to betting
frequency. A éimilar estimate is made for non-lottery stateg, and the im~

pact of lotteries was estimated by the swing between the two results.

As Table 4.3-2 shows, after adjusting for these variables the frequency

of gambling in lottery states is 2.7 percentage points below what would be'
expected, given the characteristics of the population, while in non-~lottery
states we find frequency 2.1 percentage points higher than expected after.

other characteristics are accounted for.



Table 4.3-2

Effect of Legal Facilities on Illegal Participation

Any Illegal Horse Bookie Sports Bookie Sports Card Numbers

Adj. Adj. Adj. Adj. Adj.
Dev. Dev. Dev. Dev. Dev. Dev. Dev. Dev. Dev. Dev.
Lottery .
No -2.2 2.1 ~-1.0 0.3 -0.5 0.4 -0.6 0.4 -2.0 =-0.7 .
Yes 2.8 -2.7 1.2 -0.4 0.6 -0.6 0.7 -0.4 +2.5 0.9
Bingo
No -0.7 0.6 0.3 0.7 -0.4 0.1 -0.3 0.4 0.7 1.4
Yes 0.6 =0.5 -0.2 -0.5 0.4 -0.1 0.2- -0.3 -0.6 —1.1‘
: ]
Horses . E
No A -1.4 =-0.5 -1.3 =-1.0 0.5 0.1 0.3 0.4 -1.7 0.1 1
Yes 0.6 0.2 0.6 0.4 -0.2 -0.1 -0.1 -~0.2 0.7 -=0.1
Dogs
No , 0.6 -0.1 0.2 0.1 0.3 0.2 0.1 =-0.1 0.4 -0.1
Yes ] ' -2.5 0.4 -0.9 -0.4 -1.1 -0.7 -0.6 0.4 -2.0 0.6
New York/New Jersey 10.7 3.2 5.7 3.7 1.0 -1.2 0.9 -0.8 8.7 4.8

" Others -1.2 -3.6  -0.6 -0.4 -.1 0.1 -0.1 0.1 -0.1 -0.5
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In other words, the presence of a state lottery decreases illegal

gambling and accounts for a difference of almost five percentage points
compared to a situation without a lottery. Since average participation
in illegal gambling involves less than 11 percent of the population,
this is a substantial swing in béhavior. In the unadjusted dafa, the
true effect of the lottery had been completely obscured by the influence
of other important factors.

Reading across the table we see that legalization of the lottery
tends to reduce the volume of illegal betting as a whole by reducing
barticipati&n in horse books, sports bodks, aﬁd sports cards. "It is
interesting to note, however, Fhat after properiadjuétment foribther
factors, the presence of a state lottery appears to encourage, rather
than discourage gambling on numbers. Since the two types of gaﬁbling
are related in form, it may be that the atmosphere created by the ex-
istence of the lottery and the accompanying pubiicity encourages num-
bers playing as well.

0ddly enough, howe&er, reduction in illegal participatibn is accom~
panied by a substantial increase in the number of dollars wagered by those
who bet illegally. As shown in Table 4.3-3, after adjustment for other
factors the existence of a state lottery raises the average volume of il-
legal betting above expected levels. This swing represents aniincrease of
$190 per bettor per year in total illegal wagers, but there are.consider-
able differences among games. After adjustment, wagering with horse books
is higher per bettor than expected where there are lotteries. Bets on
sports cards are also raised above expectation, although the swing is
smaller. Average béts with sports_books and on nuxbers are reduced.

In other words, the impact‘of>1otteries on the aﬁerageilleggl wager tends

to offset the effect on participation on horsebooks and sports cards. Some-



Table 4.3-3

Effect of Legal Facilities on Amounts Bet Illegally

Amounts Bet

Any Illegal Horse Bookie Sports Bookie Sports Card Numbers
($275) ($417) ($621) ($44) ($273)
Adj. Adj. Adj. Adj. Adj.
Dev. Dev. Dev. Dev. Dev. Dev. Dev. Dev. Dev. Dev.
$ $ $ $ $ $ § $ $ $
Lottery
No -167 =105 ~274 =642 =167 +281 - 21 - 48 -204 +419
Yes +135 + 85 +119 +272 +121 -208 + 18 + 41 + 44 - 90
Bingo
No + 48 4153 + 44 - 58 - 53 4415 +22 - 6 + 68 + 46
Yes - 35 =112 - 41 + 55 + 28 =220 - 16 + 5 - 88 - 60
Horses * % * %
No -156 - 99 =340 =311 -219 4110 =22 =12 =245 =951
Yes + 56 + 35 + 54 + 49 +132 - 66 + 11 + 6 + 30 +114
Dogs )
No + 11 - 20 + 27, + 87, -103, -240, + 6 + 4 + 11, + 52,
Yes - 66 +123 =297 <416 +1293 +3015 - 32 = 24 -145 -688
New York/New Jersey +278 +109 + 38 =534 4974 +1441 - 21 - 47 + 63 =237
Others % 71 - 28 - 22 4309 -181 =267 + 3 + 7 - 43 - +161
*
Small N

*%Adjusted for small sample base.

~0L1~
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what fewer bettors on horse books and sports cards are combined with some-
what higher bets per bettor, whereas somewhat larger participation in num-
bers betting is coupled with smaller bets per customer. These results are
reasonable, for it would be expected that the lottery would attract the
smaller, more casual player away from illegal gambling, leaving behind a
hard core of more devoted, larger-stakes players. By the same token,

people attracted to numbers playing by the appearance df a lottery would tend
to be the marginal, small-stakes players. The only activity in which both
participation and average bet declined is the sports book.

Bingo. As in the case of lottery, illegal gambling participation
appeared somewhat greater in states where bingo is legal than where it
is not. However, when the characteristics of the population have been
adjusted for, the presence of legal bingo is seen to reduce illegal par-
ticipation: the swing amounting to a reduction of 1.1 percentage points.
This reduced participation is fournd across the board in all forms of ille~
gal gambling, with the greatest reduction--a swing of 2.5 percentage points—-
found for numbers.

Considering betting as a total, bingo also appears to reduce the
average het per illegal bettor. A substantial part of this consists of
the reduction in average wager at sports books.

Horse Tracks. Before adjustment for population characteristics,
greater participation on illegal gambling was observed among residents
in states that offered paramutuel horse betting than in states that did
pot, the swing amounting to a 2.0 percentage point increase associated
with legal horse tracks. After adjustment for population characteristics,
we still find that the existence of parimutuel horse betting contributes
to illegal gambling, but the swing is reduced to 0.7 percentage points.

Table 4.3-2 shows net reduction in participation in all forms of illegal
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gambling except horse books. As would be expected, the greater popular
interest in horse racing naturilly accompanying existence and advertising
of racing and publication of results augments the demand for illegal’
betting facilities. The magnitude of the increase is more than enough:
to compensate for reduced participation in other illegal forms of gambling.
" Existence of horse racing also appears to increase the average amount |
wagered illegally per bettor, particularly with horse books and on numbers.
(although the latter effect is uncertain because of the small number of K

people represented).

Dog Races. Unlike all the preceding, legal dog tracks are accom- '

panied by lower illegal gambling participation before any adjustment -for

-4

population characteristics. After adjustment, however, existence of le-
gal dog racing can be seen to contribute to increased total illegal par—
ticipation, although the swing is only 0.5 percentage points. In terms. of
individual games, presence of dog tracks appeérs to reduce participation
in illegal horse books and sports books, but to increase participation
in sports cards and numbers. )

Average bet per illegal bettor is also increased somewhat, but the
entire increase is comcentrated in a very large increase in average bet

with sports books, based on a very small number of observations.

Multiple Legal Facilities: New York and New Jersey. In addition to

inspecting legal facilities one at a time, it is useful to analyze what
happensbwhen we examine situations in which a lafge number of legal
facilities are availablé. New York and New Jersey not only have more le-
gal gambling facilities ﬁhan any other states'except Nevada, ﬁhey aléo have
forms (OTB in New York, Pickit in New Jersey) that are not found elsewhere.

This permits us to apply the same multivariate procedure for exploring the



-173-

influence of a large number of facilities together. The procedure was the
same as before. That is, the relationship of gambling behavior to person-
al, social, and economic characteristics was used to estimate expected par-
ticipation in illegal gambling. Moreover, allowance was made for the avail-
ability of lotteries, bingo, and horse and dog tracks. We then examined ex—
pected and observed illegal participation for residents of New York and New

Jersey and compared the results with similar calculations made for residents

of other states.

Before adjustment for population characteristics and for availability
of legal facilities, participation in illegal betting was much higher in
New York and New Jersey than in other states. Adjustments for character-
istics and individual legal facilities show that some part of this differ~
ence is still attributable to the combination of a large number of legal
facilities in one place because even after adjustment, the differences in
illegal betting participation in New York and New Jersey is 6.8 percen-
tage points higher than elsewhere. ‘

The increase occurs in numbers (a swing of 5.3 percentage points) and
horse books (4.5 points). Only participation in'sports books and cards
show small swings in the other direction.

Total illegal wagering per bettor in New York and New Jersey was
likewise greater than in the rest of the nation, but this increase is
entirely assoclated with a very large dollar swing by bettors on sports
books. After adjustment, the average per bettor bet with illegal horse
books, numbers, and on sports cards were lower in New York and New Jersey

than elsevhere.
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Nevada

The extent to which increased legalization contributes té intérest in
and social acceptability of gambliﬁg, and hence leads to greater péréici—t‘
pation is well documented by the behavior of Nevada residents. In fhe staté

where practically all forms of gambling are both legal and conveniently

_avallable, 76 percent of local residents reported participation in one or

another form of commercial legal gambling. This compares to 44 percent in
the rest of the country. Moreover, the number of dollars wagered per het-
tor was nearly double the average for the entire United States.

The most popular game with a participation rate of 72.1 percent, was
slot machines. 54.2 percent reported playing keno, and 27.3 percent par-
ticipacted in casino table games.  Even the ubiquitous bingo was more pop-
ular in Nevada (24.1 percent) than in the United States as a whole (18.7
percént).

Although frequency of participation in illegal gambling was a third
of that of the United States as a whole ( 4 percent compared to 11), it
was by no means absent. Indeed 2.9 percent reported participation in
1llegal sports books~-more than the 1.9 percent rate for the United States
as a whole. This was despite the existence of legal sports-betting par-
lors patronized by 8.1 percent of adults., Existence of this illegal ac-
tivity in the face of the legal substitute was presumably attributable to
the 10 percent federal excise tax then in force on legal betting of this
kind.

The response to the legal environment is further exemplified by the
relatively low popularity of betting on horses. Only 6 percent of Nevadans,

compared to 8 percent of New Yorkers, patronized off-track horse parlors
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and only 1.9 percent of Nevadans compared to 2.4 percent of Americans at large,
patronized an illegal h;rse b;ok during 1974. These low participation rates are
doubtless associated with the absence of thoroughbred racing in Nevada and the
attendant low interest in the activity.

In short, Nevada is a prime example of the dynamic influence of legaliQ
zation of gambling on social behavior. It has a current commercial participation
yate nearly double that of the rest of the country, nearly twice as many dollars

are ventured per bettor, and gambling involves nearly four times as many dollars

wagered per capita in Nevada as in the United States as a whole.






CHAPTER FIVE

BETTING ON HOKSES

5.1 Participation

Betting on horse races is the most widespread form of legalized gam-
bling in the United States, although not the most popular. In 1974, bet-
ting on horse races in one form or another was legal in 30 states, and in
those states, 16 percent of the sample reported placing a bet at the track.
This compares with eight and one half percent who live in states where dog
racing is legal and placed bets at dog tracks, and 48 percent who live in
states with legal lotteries and purchased lottery tickets.

Of the total population 18 years old and above which was sampled,

35 percent reported having bet at the racetrack in their lifetime. TFour-
teen percent, which projects to 20.2 miliion people, said they placed a

bet at the track in 1974, yielding a total handle in 1974 of 7.9 billion
dollars. The official track figure for the 1974 handle is 7.5 billion
dollars, indicating that the interview data figure is within five and one-
third percent. The average take-out rate at horse tracks is 16.6 percenf,
which means that adult Americans spent (i.é., lost) about 1.25 billion dol-
lars betting on horses at the track in 1974.

About seven and one~half percent of the sample placed an illegal bet
on the horses with a bookie sometime in their life, while about two and one-
half percent, or 3.6 million people, did so in 1974, The total volume of

"horse bets with bookies was about 1.4 billion dollars in 1974. The take-out

177~
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rate for bookie bets on horses is, on the average, 17 percent, indicating
a totalrof about 227 million dollars spent (i.e., lost) by Americans in
1974 on horse bets with bookies.

Nine percent of the public reported betting at a track in their own
state in 1974. The average in~state track attendance for these people was
eight da&s in the year. In addition, six percent of the sample said they
went to an out-of-state track in 1974. The average number of days at out-
of-state tracks for these people was four days. Overall, fourteen percent
reported going to a track either in their own state or in another state in
1974. The average track attendance during 1974 for people who went to the
track within their own state or another or both was seven days.

People who bet on the horses with bookies, on the other hand, placed
a bet with a bookie an average of 28 different days in 1974. This is sim-
ilar to the average of 27 days bet at New York's legal OTB system in 1974
by bettors who.patronize that facility. It thus appears that the institu-
tion of a legal off-track betting system results in a frequency df horseb
betting which is quite similar to the frequency of betting with the ille-

gal horse book operations.

5.2 Who Bets on Horse Races?

Men reported betting at the track to a somewhat greater extent than
women, but over five times as many men as women said they placed an ille-
gal bet on the’horses in 1974. Horse betting, both legal and illegal, was
reported by a greater proportion of the non~white than the white population.

This stands in contrast to sports betting where just the reverse is true.
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People'nith Italian and Spanish speaking backgrounds. report betting
on horses‘both legaily and illegally in 1974 more than those fron'other
backgrounds Those of East European and African backgrounds bet at the
track more than average but did not report above average illegal betting.
As income increases there is a fairly steady increase in the percentage
of people who report betting at the track or with a bookie. |

Generall§ speaking there is a steady decline in the percent of the
population reporting illegal bets on horses ag age 1ncreases, but legal
betting on horses increases from the lowest age groups to the 25-44 year
old group, then declines. People 65 years old or over, as in other forms
of betting, participate to a markedly lesser extent. This relationshin
is in ali nrobabiiity due to the rednced financial resources of most older
respondents. ; | |

As with most other forms of betting, singie people‘who are’not wid—-
owed show a much higher participation rate in legalnhorse betting than is
found in'anj other marital status group. In illegal betting on horses,
only those who are divorced or separated show above average participation.‘

Betting at the track is more of a suburban phenomenon while illegal
horse betting 13 somewhat more of an urban phenomenon. Legal horse bet-
ting is far less prevalent in areas 50 miles or more distant from the 23
largest cities in the United States.

Those of the Jewish faithkreport betting at the track-far more than-
any other religious group. Catholics place a proportionately higher number
of illegal bets, but are followed closely by Jews in this respect., Many .

fewer of those who embrace the Protestant faiths and those who say they are
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Table 5.2~1

1974 Legal and Illegal Betting on Horses
by Demographic Variables

1974 Horseracing Bets

Legal Illegal
b4 4
TOTAL 14 2
Sex
Man 16 4
Women 12 1
Race
White 13 2
Non-white 17 4
Region .
Northeast 21 6
West 16 1
North Central 12 2
South 9 1
Ethnic Background
Italian 25 10
Spanish speaking 22 5
East European 22 2
African 18 2
West European 13 2
British 12 1
Irish 11 1
Other 10 3
Education
Less than hiigh s.chool 8 2
High School graduate 16 4
Some college 14 2
College graduate 23 1
Age .
18-24 years 15 3
25-44 years 18 3
45-64 years 13 2
65 and over 3 1
Marital Status
Divorced/separated 27 6
Never married 17 2
Married 13 2
Widowed 4 0
Digtance from Largest 25 Cities
24 miles or less 18 3
25-49 Miles 22 2
50 Miles or More 10 2
Religious Preference
Jewish 31 3
Catholic and Orthodox 20 4
All Protestant combined 11 2
Protestant bible oriented sects 7 2
Atheist, agnostic, or no preference - 12 0
Income
Less than §5,000 6 i
$5,000~$10,000 12 2
$10,000~15,000 10 3
$15,000 and over 19 3




~-181-

atheists, agnostics, or have no religious p¥eference bet on the horses.
The Protestant Bible-oriented sects reported betting on horses at thé
track the least.  With respect to illegal betting on horses, the Protes-
tant Bible-oriented sects and all Protestants combined were almost equal-
ly represented while atheists, agnostics, and those with no preference
had virtually a zero participation rate.

The least amount of legal and illegal horse betting is reported by
those with the least education. The percentages climb among respondents
who have received a high school education and drop slightly“among those
who have had some college. The percentage continues tq_drop for illegal
betting among college graduates, but college graduates; on the other hand,
show the highest proportion of legal horse betting. = (Table 5.2-1)

A question our survey set out to answer is whether thé>percent of
family income spent on horse race bets is higher for the lower income
groups. That is, does the take-out from legalized horse racing consti-
tute a-"regreséive tax" and would the take~out from légalized OTB be
regressive?

The taxes on legal horse track betting are fegressive. ‘People with
lower incomes are spending a greater proportion of their income than peo-—
ple of higher incomes. lAlthough there appe;rs to be a»slight dip at $10,000
to $15,000 annual income, it does not change therfindiggfﬁf regressivity.
Exactly the same pattern is found for betting with horsgxbobks. If we
look at OTB in New York City, the heaviest .tax burden is placed on the be-
low $10,000 income bracket but above $10,000 it begins to look 1iké~a pro-

gressive tax. (Table 5,2-2)
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Table 5.2-2

Mean Percent of Family Income Bet
on Horse Races in 1974

Mean Percent of Family Income Spent in 1974

Legally Illegally New York OTB
A % %

Family Iricome
Total Sample 0.50 0.06 1.15
Less than $5,000 0.63 0.09 }3.03
$5,000-$10,000 0.61 0.24
$10,000-515,000 0.35 0.07 0.41
$15,000-$20,000 0.57 0.03 0.87

$20. 000-$30., 000 0.25 0.05
$30,000 and over 0.22 0.05 }1'15
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5.3 ‘Leisure Time Use and Betting on Horses

Horse bettors, like other bettors and unlike non-bettors, spend less
time on home and church related activities and more time on outdoors and
sports activities. Horse bettors also spend more time on community activi-
ties, drink alcoholic beverages more frequently, and go to bars and night~
clubs more often. One aspect of leisure time use which differentiates horse
bettors from sports and nuwbers bettors is the tendency for horse bettors
to attend lectures, the opera, or go to museums more frequently and to spend
more time on arts and érafts. As is the case with sports and numbers bet~
tors, horse bettors spend more money on recreation and vacations than non-

bettors and the total betting population. (Tables 5.3-1 to 5.3-3)

5.4 Betting on Horses and Other Betting

Those who bet legally on horse races in 1974 also report betting more
on other legal activities than both the total population and the bettor
population. Over half of those who bet at the tracks in 1974 said they
also bet on sports with friends, 6ver forty percent bought lottery tickets,
and over a third played bingo for money. A quarter of those who bet at the
tracks in i974 alse bet at casinos, and about 13 percent also bet on dog |
races. Betting on dog races has the lowest level of participation of any
dther form.;f legal gambiing by horse bettors. This might suggest ﬁhat
horse and dog tracks will not compete for any sizable proportion of the
same clientele. (Table 5.4-1)

A greater percentage of those who bet legally on the horses in 1974
bet on illegal games than did the total population. Thegpercentage of

those who placed illegal bets on the horses and also placed other illegal
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Table 5.3-1

Patterns of Leisure Time Use and Betting on Horses

.. Mean Number of Days in 1974 ,
Total 1974 Non- -1974 Horse Bettors

_ Sample. Bettors - Legal == Illegal
Watch television 213 215 209 226
Read newspapers or magazines 209 181 241 237
Nap/daydream 106 115 ilO ‘ 88
Read books ‘ 93 92 116 - 100
Home. improvements/gardening . 84 92 . 74 69
Socialize with friends and

relatives 84 81 86 - 86
Church activities . ‘ \ 57 ] 78 39 ‘ 30
Knitting/sewing, etc. 46 59 28 11
Drink alcoholic beverages'

(except with meals) A 44 17 71 110
Active non-team sports 27 13 40 39
Fishing, hunting, camping, etc. 25 18 27 29
Arts and crafts ' 21 ' 18 23 38
Attend. sports events iy 19 13 . 26 . 31
Active team sports 18 9 33 40 -
Nightclubs, bars, dancing ‘18 6 35 57
Community activities - SRR - 15 21 34
Movies or theatre ‘ - 13 8 ‘ 21 18

Opera, lectures, museums 7 6 9 12
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bets in 1974 is greater than the percentage among the total populatioh,
the bettor population, and those who placed an& other type of illegal bet
in 1974. These results provide further evidence that horse bettors tend
to be the action seekers in the population. They report betting propor-
tionately more on all forms of gambling,blegal and illegal, than do other

groups. (Table 5.4-2)

5.5 Exposure to Betting on Horses

The data from this study provide strong evidence that exposure to
others betting on the horses, whether as a child or an adult, increases the
likelihood that one will engage in betting on the horses. This statement
holds for both legal and illegal betting. Over twice as many people who
bet legally on the horses in-1974 sald that as children they had known
"quite a lot of" people who bet on the horses than was the case in the
total sample. When the 1974 track bettors are compared td non~-bettors,
this ratio increases to about ten to one., These differences are practi-
cally twice as laige when those who placed illegal bets on the horses in
1974 are compared to the total sample or to non-bettors.,. The same trends
exist when the question was how many people the respondents now know who
bet legally on the ho:ises. Although the ratios are not quite as large in-
the latter case, the percentages increase dramatically. (Tables,S‘S-l
and 2) | | |

The differential betting prevalence by level of exposure to illegal
betting on the horses as a child or as an adult is sufficiently great to

indicate that widespread availability of horse betting will probably
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Table 5.3~2

Recreation Expenditures and Betting on Horses

Average dollars spent Total 1974 Non 1974 Horse Bettors
per week on recreation Sample Bettors Legal Illegal.
in 1974 7% % % %
Lesx than $5 31 53 13 13
$5-%9 _ 20 16 14 19
$10-814 15 13 18 14
$15-824 17 12 23 12
$25 and over 17 6 32 42
Table 5.3-3

Vacation Expenditures and Betting on Horses

Average dollars spent Total Non 1974 Horse Bettors
on vacations in 1974 Sample Bettors Legal Illegal
% % % 7%
No vacation 23 36 8 - 18
Spent nothing 2 2 2 0
Under $100 15 20 10
$100-$299 17 14 14 13
$300~-$499 14 10 15 15
$500~$749 i1 7 17 13
$750 and over 18 11 34 35
Mean vacation days, 1974 18 15 20 21

days days days days
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Table 5.4-1

Betting on Horses and Other Forms of Legal Gambling

Total 1974 Bettor 1974 Legal

Gambling Activity Sample Sample Horse Bettors

% % %
Sports with friends 28 46 50
Lotteries 24 40 43
Bingo 19 31 37
Casinos 10 16 26
Dog races 4 6 13

Table 5.4-2

Betting on Horses and Illegal Betting

A1l 1974 Horse Bettors

, Total 1974 Tllegal 1974 1974
Gambling Attivity Sample Bettors Bettors Legal Illegal
% % Z % 7
Any illegal outlet 11 18 100 30 100
Illegal sports bets 36 12 45
Numbers 5 28 10 44 -

\
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Table 5.5-1

Exposure to Legal Betting on Horses
and Extent of 1974 Horse Betting

Total Non 1974 Horse Betting
Sample  Bettors Legal Illegal
% 4 % %
People known as a child who
bet legally on horses
Most people/quite a lot 13 4 29 49
A few/practically nobody 87 96 7L 51
No answer 0 0 0 0]
People ‘known now who bet
legally on horses
Most people/quite a iot 26 11 59 84
A few/practically nobody 73 89 40 16
No answer 1 0 1 0
Table 5.5-2

Exposure to Illegal Betting on Horses
and Extent of 1974 Horse Betting

Total Non 1974 Horse Betting
Sample  Bettors Legal Illegal
% % % Z
People known as a child who
bet 1llecally on horses
Most people/quite a lot 6 3 14 37
A few/practically nobody 93 97 76 62
No answer 1 0 0 1
People known now who bet
illegally on horses
Most people/quite a lot 12 6 24 67
A few/practically nobody 87 93 75 32

No answer - 1 1 1 1
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~result in increased betting. If this premise is accepted, a moment's re-
flection reveals tﬁe probable circularity of events and possible ex~
tremely rapid increase of betting prevalence up to certain limiting~con—
ditions. Availability provides exposure, which results in increasing pre-
valence of betting, which in turn results in increasing numbers of people
exposed to betting. Granted, the phenomenon involved is more complex.
Some people are exposed and never bet, economic fluctuations have an ef-
fect, etc. However, if this simplistic model serves to explain betting
behavior to any appreciable extent, it is a marketer's dream come true.
All that is necessary is ﬁé'make the product widely available, advertise
a bit, and business will increase at a rapid pace. Whether such an out-
come is desirable is 2 policy issue rather than a research gquestion.

A related question is whether widespread availability of, and con-
sequent exposure to, legal horse betting is related to the amount of
money people bet illegally. One argument is that the legal system com-
petes successfully with the illegal system, depriviﬁg the illegal opera-
tors of revenue and consequently reducing corruption. A counter-argument
is that a legal system cannot compets successfully with an illegal system
due to the higher overhead and other expenses incurred by a legal system.
Legalization, according to this argument, merely attracts a new market,
leaving the old market with the illegal system, and perhaps increases the
illegal business by introducing the new customers to a product they can
buy more cheaply on the illegal market. Tablg 5.5~3 provides some evidence
bearing on this issue. Forty-five percent of the'heavy illesgal bettors in

1974 had, as children, been exposed to quite a lot of people who gambled at
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Table 5.5-3

Illegal Betting Volume as Related to Exposure
to Legal Horse Betting

No 1974 Illegal Betting Volume
Illegal - $1-$50 Over $50
Bets per year per year
7% % %
People known as a child who
bet legally on horses
Most people/quite a lot 11 21 45
A few/practically ncbody 94 79 55
No answer 1 0 0
People known now who bet
legally on horses
Most people/quite a lot 23 54 77
A few/practically nobody 90 45 23
No answer 1 1 0
People known as a child who
bet 1llegally on horses
Most people/quite a lot 5 17 30
A few/practically nobody 89 83 69
No answer 0 0 1
People known now who bet
illegally on horses
Most people/quite a lot 9 26 50
A few/practically nobody 87 73 47
No answer 1 1 3
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horse tracks and 77 percent currently know quite a lot of people who do so.
This compares to 21 percent and eleven percent reported childhood exposure
levels for light illegal gamblers and people who don't gamble illegally
respectively, and 54 and 23 percent reported current exposure levels.

The same general ﬁrend occurs for those who were exposed to illegal bet~
ting on the horses. The results indicate that exposure as a youngster or
as an adult to people who bet, legally or illegally, on the horses is re-

lated to both the prevalence of betting on the horses and the amount bet.

5.6 Legalization of Gambling and Betting on the Horses

Another line of evidence bearing on the issue is the prevalence of
illegal horse betting in states where there are tracks versus where there
are no tracks. Track betting is now legal in 30 states, and the total 1974
handle from track records was 7.5 billion dollars. If those tracks didn't
exist, the legal handle,vobviously, would have been zero but so would the
illegal handle for horses which depends on the tracks for its‘eiistence.
Nevertheless, as the situation stood in 1974 there were some states with
and some without legal tracks, and technically illegal books dé not refr
quire a track in the sgmé state for their operation.

In Table 5.6 we zee that a sizable proportion of people go to the
tracks even when they are not available locally. In fact, 20 percen# of
the total track attendees in 1974 lived in states where. there are no legal
tracks. In addition we can see that illegal books are operating in‘states‘
without tracks. .One percent of our sample living in those states report.

they bet with a horse book. This compares to three percent who bet with
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Table 5.6

1974 Betting on Horses by State Laws Regulating Track Operations

Total Legal Track
Sample Track State Not Legal
% % %
Bet at track 14 16
Bet with horse book 2 3 1
Bet illegally
Light bettor (under $50 per year) 4 4

Heavy bettor (over $50 per year)

Table 5.7~1

Legal Horse Bettors' Perceptions of Betting
on Horses as Luck or Skill

Track Betting = Bookie Betting

% %
Almost all luck/more luck than skill 48 44
Equal amounts of luck and skill 32 32
Almost 411 skill/more skill than luck 20 19

Don't know 0 5
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a horse book who live in states with a'track;'suggesting that while a local
track is not necessary for an illegal horse operation, it does stimulate
betting on the horses with a bookie. And while heavy illegal bettors are

found in both sets of states, there are more of them in states with tracks.

5.7 Luck and Skill

Among other attitudes towards and perceptions of betiting acti&ities,
respondents were asked how much luck or skill they thought was{involved iﬁ
each activity. All games were rated along a five-point‘scale«froﬁ "almost
all luck" to "almost all skill.' A greater percentage'of the respondents
who did not bet with bookies said they didn't know how much luck or skill
was involved in betting with bookies, and a greater percentage of respon-
dents who bet with bookies rated both betting on horses at the track and
with bookies as requiring more skill than luck. It is possible that those
who engage in illegal betting actually are better handicappers and recog-
nize the skill factor to a greater extent than those who utilize the legal
system. Or, it may be that the illegal bettors are deluding themselves to
a greater extent and the illusion of control is a factor in their involve-
ment in betting. In any event,.about half of both bet;orfgfoups—-track
bettors and bookie bettors——perceive betting on hprses as involving more

luck than skill and are ﬁilling to take the chance. (Tabies 5.7-1.and‘5.7-2)

5.8 Perception of "Fixed" Races

The respondents were also asked to rate the frequency with which, in
their opinion, horse races were "fixed." The mean ratiﬁgs'given by the

total sample, the non-bettors, the 1974 bettors on horses at the track,
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Table 5.7-2

Illegal Horse Betters' Perceptions of Betting
on Horses as Luck or Skill

Legal Betting Bookie Betting
% %

Almost all luck/more luck than skill 49 49

Equal amounts of luck and skill 26 -0 26

Almost all skill/more. skill than luck 25 25
Table 5.8

Mean Ratings of How Often Races are Fixed*

Total Non 1974 1974
Sample = Bettors Track Bettors Bookie Bettors

Mean 2.89 2.69 2.94 2.98

* .
Scale: 1 = Fixed most of the time; 2 = Fixed pretty often; 3 = Fixed .
sometimes; 4 = Almost never fixed; 5 = Never fixed. '
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and those who bet on the horses with bookies in 1974 are given in Table
5.8. The mean ratings for all groups fall between "fixed sometimes" and

"fixed pretty often." Although the differences are not large, bettors tend
to have more faith in the system than non-bettors. The fact remains, how-
ever, that almost half of the bettors regard betting on horses as mostly

luck, they perceive the probability of at least an occasional fix, and

still they bet.

5.9 Convenience and Availability

One factor which could reasonably be expected to influence betting is
the convenjence and availability of betting facilities. This is clearly
the case with respect to betting at horse tracks. More than twice as many
regpondents who did not place a bet at the track in 1974 as those who did
bet, reported there was no track in the area. Once there is a track in
the area, however, the proximity of the track and the availability of pub-
lic transportation to the track seem to have only a minor influence on
track attendance. 'Ten percent more bettors than non~bettors report a
track is only a short ride from where they live. The primary difference

between bettors and non-bettors with respect to public transportation to

the track is that a greater percentage of the non-bettors don't know whether

public transportation is available. Presumably, being non-bettors, it is
not important to them to find out whether or not it is available. (Table
5.9-1)

When one examines these data in another way the importance of avail-

ability and convenience, but not public transportation to the tracks is
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Table 5.9-1

Converiience and Availablity of Horse Tracks

1974 Track Betting

Bettors Non-bettors

% % '
Track in area 84 58
No track in area 15 36
Don't know 1 )
100 100
Public transportation to track available 52 53
No public transportation to track available 43 34
Don't know 13
No answer 1 0
100 100

Track in walking distance 2

Short ride to track 59 48
Long ride to track 39 45
Don't know 0 3
100 100
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underlined. Not surprisingly, comparing those who live in an area where

a track is available to those who do not, more than two and one half times
the proportion of the first group placed a bet. Comparing those who 1live
within a short drive to those for whom the trip to the track is a long

drive, seven percent more of those living within a short drive bet at the
track. A slightly greater proportion of those who reported that no public
transportation to the track was available bet than those who said public
transportation was available. This result is most likely due to the fact
that there is a higher incidence of betting on horses among the mere affluent,
who do not depend on public transportation. (Table 5.9-2)

The more urbanized the area the greater the availability of racetracks.
Almost 80 percent of those in the most urbanized areas report that there
is a track in the area, compared to under 60 percent of those in the least
urbanized areas. Public transportation to the track is also more available
in the urbanized areas, and the people living in the least uybanized areas
have to travel farther to get to a track when one is available. (Table
5.9-3)

Tracks are also more available in the Northeastern and the Western
regions of the United States than in the North Central or the South, and
the tracks in the North Central region are somewhat more inconvenient o
get to when they are available. The convenience of the tracks is diréctly’
reflected in betting participation by region. Betting on horses at the
track is highest in the Northeast, followed by the West, North Central,

and South, and -is lowest in the least urbanized areas. (Table 5.9-4)

r\\ .
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Table 5.9~2

Betting Prevélence,and Availability of Tracks

Yoo

Bet on horses;at the ‘track in 1974

Did not bet on horsés at the track
in 1974 : s

Bet on horses at the track in 1974

Did not bet on horses at the track
in 1974 I

Bet on Horses at the track in 1974

Did not Bet on horses at the track
in 1974

Track in Area

No Track in Area

o
o

%

26 10
74 90
Track In Area
Track in  Short Long
Walking Ride Ride Don't
Distance To Track To Track Know
% % % %
23 30 23 Q
77 70 77 100

Track In Area

Public Transportation

‘to Track Available

Yes
%
26.

74

No Don't Know

7%
29

71

7
15

85
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Table 5.9-3

Availability of Tracks by Urbanicity
and Geographic Region

Total Distance from 25 Largest Cities
Bettor Less than 25-49 50 miles
Sample 25 miles miles or more
% % % ' %
Track in area 67 78 69 58
No track in area 30 19 30 38
Don't know 3 3 1 4
100 100 100 100
Public transportation to :
track available 53 68 50 39
No public transportation '
to track available 38 22 46 51
Don't know 9 10 4 10
100 100 100 100
Track in walking distance 3 3 2 2
Short ride to track 51 56 56 45
Long ride to track 45 39 40 52
Don't know 1 2 2 ' 1
100 100 100 100

Percent betting at track 14 18 22 10
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Table 5.9-4

of Tracks by Geographic Region

Total
Bettor North
Sample Northeast Central South  VWest
% % % % %
Track in area 67 78 60 52 76
No track in area 30 19 37 44 22
Don't know 3 3 3 4 2
100 100 100 100 100
Public transportation to
track available 53 53 39 50 71
No public transportation
to track available 38 38 52 40 20
Don't know 9 9 9 10 9
100 100 100 100 100
Track in walking distance 3 2 2 2 4
Short ride to track 51 54 40 54 58
Long ride to track 45 42 56 44 36
Don't know 1 2 2 0 2
100 100 100 100 100
Percent betting at track 14 21 12 9 16
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Illegal horse betting is also related to the convenience of placing
a bet and according to our data placing an illegal bet is convenient. Eighty-
four percent of those who placed an illegal horse bet in 1974 said the bet
could be ﬁlaced by phone. This compares to 55 percent reported phone avail-
ability by respondents who did not pléce a bet in 1974. Over three-fourths
of those who placed an illegal bet in 1974 said the bets could be placed
where they worked or lived, and 62 percent said they could place an-illegal
horse bet near where they worked or lived. Only 15 percent of those who did
not place a bet in 1974 reported that they could place an illegal horse bet
at or near their job or residence. (Table 5.9-5)

The convenience of betting on the horses illegally seems to be almost
as great in the less urban areas as in the more urbanized areas. A lower
proportion in the non-urban areas report that bets can be placed at or
near their residence or place of employment, but practically the same pro-
portion claims to be able to place a bet by phone or in a convenient loca-
tion as in the more urban dreas. ~

The region of the coiumtry one lives in is apparently a more dominant
factor in whether illegal facilities are convenient. The Northeast has
the greatest proportion of people claiming to be able to place a bet byv
phone or at or near their residence or place of work and the smallest-
percentage claiming it is impossible to place an illegal bet on the horses.
The North Central region is second in providing convenient illegal betting
facilities followed by the South and West, in that order. Again we observe

that betting participation rates follow convenience. (Table 5.9-6)
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Table 5.9-5

Convenience and Availability of Illegal Horse Betting*

it

How Illegal Horse Bets 1974 Illegal 1974 Hon 1974
Can be Placed Horse Bettors Bettors Bettors
% % %
By phone . 84 55 58
Where they work or live 78 15 32
Near where they work or live 62 13 31
Somewhere else easy to get to 48 12 25
Somewhere else hard to get to 31 4 12
Can't be done in area 5 11 15
Don't know 4 32 20

*
Note: Columns do not add to 100 percent due to multiple

responses.
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Table 5.9-6

Convenience and Availability of Illegal Horse Betting
by Urbanicity and Geographic Region®*

Total Distance from 25 Largest Cities
ggz ﬁilSEZiegorse bets Bettor Less than 25-49 50 Miles
Sample 25 Miles Miles or More
% % % 7%
By phone 58 58 59 57
Where they work or live 30 - 30 - 35 29
Near where they work or live 29 32 35 23
Somewhere else easy to get 24 . 24 . 23 23
Somewhere else hard to get 11 13 © 15 8
Can't be done in area 15 14 18 15

Don't know ’ N 21 21 18 22

S Geographic. Region

‘. North '
Northeast Central South - West
Z % % %
By phone 58 61 59 55 46
Where they work or live. 30 44 35 20 17
Near where they work oy live 29 46 24 . - 24~ 18 .
Somewhere else easy to get 24 35 19 o 22 . 17
Somewhere else hard to get 11 18 . 8 . .8 8.
Can't be done in area 15 8 15 17 22
Don't know 21 17 20 24 27

Betting with a horse book 2 6 2 1 1

* — : e .
Note: Columns do not add to 100 percent due to multiple responses.
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5.10 Off-track Betting in New York

In view of the fact that off-track betting on horses is legal in New
York, a supplemental sample was drawn from the greater New York City area
to enable 4 more detailed analysis of the use of off-track betting facili-
ties in the area. Eighteen percent of the New York respondents (287% of N.Y.
bettors) reported betting with OTB at some time and 13.5 percent said they
bet with OTB in 1974 (21% of N.Y. bettors). Those who bet reported betting
an average of 28 days in that year. This compares with only six percent of
the Nevada sample who bet with OTB an average of seven days. (Table 5.10-1)
The Nevada respondents, however, have a variety of other legal betting
opportunities and no tracks in the state.

The New York respondents who bet at OTB in 1974 repoft betting an
average of two races a day and eight dollars per race. In general, the
pattern of OTB betting is more similar to betting with a bookie than to
betting at the track. With OTB and bookies, bettors place bets more days
per year, bet fewer races per session, and place higher bets on the
races on which they bet.

Of the respondents who bet with OTB in 1974, 38‘percent said they
realized a net profit and 57 percent reported losing. TFive percent said
they broké'even. The average reported winning among those who won was
94 dollars, and the average reported loss among losers was 288 dollars.
(Table 5.10-2)

The projected total amount bet on OTB in 1974 based on the responses
of the New York City respondents was 967 million dollars, which compares with

the official figure of 814 million dollars.
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Table 5.10-1

OTB Use: New York and Nevada

Total N.Y.
New York Lifetime Nevada
Bettors Bettors Bettors

% 4 %
fver beét OTB o : 18 28 n.a.
Never bet OTB _ 82 .12 n.a.
100 100
Bet OTB-1974 13.5 21
Did not bet OTB-1974 86.5 79 94
100 100 100
Mean number of days bet at OTB in
1974 (Among those who used OTB) 28 days 7 days

| Table 5.10-2

Reported Wins and Losses at OTB (N.Y.)

1974 OTB Bettors
%

Won : 38
Lost 57
Broke even 5

SR ~ 100
Mean amount won (winners only) 894

Mean amount lost (losers only) - $288 -

S
it
A
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5.11 Needs

The rationale on which the concept of needs and néed fulfillment, or
the extent to which there is a discrepancy between how much a person has
and how much he wants, is discussed in Chapter Nine. Table 5.11 presents
the means, on a scale from one (low need) to eight (high need) for the total
gsample, the lifetime non-bettors, those who bet on horses at the track in
1974, and those who bet on the horses with bookies in 1974. 1974 track
bettors expressed a higher need for all of the things they were asked to
rate than non-bettors. Respondents who bet on the horses illegally in
1974 also rated their needs as greater than the non-bettors on evefything
but "hard work." The illegal bettors said they needed less "hard work"
than any other group.

The mean discrepancies between how much people say they need and how
much they say they have were also computed. (Table 5.11) A positive
discrepancy means people say they have more than they need, and a mega-
tive discrepancy means they say they need more than they have. Considering
the greatest discrepancies, the emergent pattern is people who placed ille-
gal bets on the horses in 1974 report needing more "luck", "money", "suc-
cess", '"savings", and "chances to get ahead" than they have, and less
"hard work" and "close, comfortable relationships" with other people than

they have.

5.12 Ratings of Excitement -

Excltement ratings1 for betting on horses at the track and with bookies

1. Details on the excitement ratings are provided in Chapter Nine.
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Need and Need Fulfillment and Horse Bettors*

Table 5.11

Mean Needa

Need Fulfillmentb

Total

Non

1974 Legal 1974 Illegal
Sample Bettors Horse Bettors Horse Bettors

Total
Sample Bettors

Non

1974 Legal
Horse Bettors

1974 Illegal
Horse Bettors

Control over own life

Close, comfortable
relationships

Interesting things to do
Well mannered associates
Things to look forward to
Success

Money

Chances to get ahead
Savings

Challenges

Time for recreation
Hard work

Luck

Excitement

Power

5.85

5.81
5.76
5.75
5.73

5.41

5.19
5.09
5.03
4.96
4.82
4,47
3.99
3.71
3.17

5.45

5.59
5.34
5.51
5.43
5.04
4.80
4.69
4.68
4.29
4,23
4.40
3.61

Z2.89"

2.85

6.16 6.00
6.16 6.00
6.04 5.90
6.14 6.30
6.14 6.51
5.84 6.08
5.81 6.02
5.55 6.11
5.52 5.96
5.42 5.74
5.75 5.48
5.37 5.67
4.76 4,17
4,37 5.05
4.74 4.68
3.66 ©3.54

-40

-3
-50

-32

-5
-34

+4

+45

-L0C~

*Note: Positive values indicate that people say they have more than they need;

they have.

35ee pages 55 and 56 of Appendix D: Questionnaire.

Derived by subtracting "need" from "have" scores and multiplying by 10 for ease of presentati&n;

negative values indicate they need more than

Scale: 1(Not at all ) to 8 (Very



~208=-

are presented in Table 5.12, For both on and off-track betting, non-bet-
tors gave significantly lower excitement ratings than track bettors, who
in turn gave significantly lower ratings than did the bookie bettors. Fur-
ther, all of the groups, including the bookie bettors, rated betting on
horses at the track as more exciting than betting on horses with a bookie.
As with other forms of betting discussed earlier, the participation rate

is related to the excitement, or degree of head-on competition, involved.

5.13 Reasons People Play

All respondents were asked to give as many as three reasons why they
bet on horses at the track and/or with a bookie if they had done so in
1974, 1If they had not done so, they were asked to .give as.many as three
reasons why they didn't bet on horées at the track and/or with bookies.

The reasons why respondents bet on the horses lent themselves readily -
to grouping into two catégotiegéAmoney related and_iﬁterest in the activi-
ty. A preponderance of the reasons given by people who bet only at the
track were activity related. The three reasons most frequently mentioned

by those who bet only at the track were "to have a good time," "

excitement,"
and "challenge." The three most frequently mentioned reasons'émong those
who b