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EXECUTIVE SUMMARY

STUDY PURPOSE AND SCOPE

The purpose and scope of the Socioeconomic Impact of Gambling on lowans Study, as
required by the lowa Legidlative Council, was to determine:

e Socioeconomic characteristics of gamblers

e Economic impact of gambling at existing lowa casinos on the local community
e Socia impact of gambling on the local community

e Impact of problem gambling

The above objectives were met through addressing the following Pertinent Key Issue
Questions as set forth by the lowa Legislative Council:

1. What are the socioeconomic characteristics of casino gamblers?

2. What are the economic and social impacts of existing casinosin lowa on the local
community?

3. What isthe impact of problem gambling on the local community?

The baseline year for the socioeconomic impact of existing casinosin lowawas 2004. The
economic and socia benefits and costs of gambling on adjacent states were not analyzed in
this study.

METHODOLOGY

Information for this study was elicited through surveys (telephone and el ectronic) of local
residents and key personnel in lowa. The later included law enforcement officers, economic
development officers, socia service providers, county engineers, recreation/attraction
managers, and beneficiaries of charitable contributions awarded by the nonprofit
organizations of lowa. Additional information was obtained through secondary sources and
existing literature. Four study areas were used. Study Areal refersto al the counties of lowa
and represents the entire State of lowa. Study Areall iscomprised of communities |ocated
within a 50-mile radius of the existing casinos. However, communities in the neighboring
states are excluded if located within a 50-mile radius. Study Arealll covers only the casino
counties: Clarke, Clayton, Clinton, Des Moines, Dubuque, Lee, Monona, Polk,
Pottawattamie, Scott, Tama, and Woodbury. Finally, Study Area |V, defined for the purpose
of economic impact analyses through casino employee zip codes, comprises of multiple
counties. A control group of counties was selected based similar age, income, and population
characteristics. Countiesin this group are Black Hawk, Cerro Gordo, Delaware, Hardin, Linn,
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Palo Alto, Pocahontas, Marshal, Muscatine, Johnson, and Story. Aggregated counts are used
to contrast data between casino counties and control group of counties.

A minimum of 100 residents (Study Arealll) per casino were interviewed to solicit
information on local perceptions of economic well-being, tourism, crime, gambling behavior,
quality of life, and the effect of gambling on those perceptions. A total of 1722 surveys were
collected. Approximately 300 key personnel in the casino counties were interviewed. The
estimated response rate was 65%.

After identifying average expenditures for al pertinent recreation sectors, ten IMPLAN
(Impact Analysis for Planning) models were used to cal cul ate the economic impact of casino
gambling on the State of lowa. IMPLAN is an input-output model that helps to understand the
economic structure, interdependencies of different sectors of the economy, the size and
structure of the recreation and tourism industry in agiven region and its linkages to the
economy. An eight latent construct scale was used to determine socia impact perceptions of
lowans. The constructs are quality of life, community safety, community involvement, social
changes in the community, congestion/crowding changes in the community, job opportunity
changes, desirability of gaming, and personal benefits from gaming. A set of potential
measurement items was devel oped for each scale. The item scales follow atypical format of
“strongly disagree” to “strongly agree” on afive point Likert scale. Factor analysis was used
to determine the extent to which shared variance existed among the selected items. Based on
clusters created by factor analysis, items were grouped into different categories.

FINDINGS

Socioeconomic Characteristics of Gamblers: Players club member demographics are
similar to the lowan gamblers. The magjority of the gamblers are above 40 years of age and
female with 60% married and 13% divorced. Forty-four percent of the respondents have an
annual income above $50,000. Average party size istwo. Forty-two percent are high school
graduates or less and 18% have a Bachelor’s degree. Approximately 7% percent have a
masters or a doctorate degree.

Gambling Behavior and Intentions of 1owans: 38% of the local residents have gambled in
the past twelve months and the average distance traveled one way is 24.1 miles. Average
spending each month on casino gambling in or out of lowato the most frequented casino is
$73.30 and average number of times gambled on onetrip in the past 12 monthsis 7.9. Fifty-
five percent of the gambling residents will not gamble and 25% will go to another state to
gambleif acasino did not exist in their area.

Economic Impact of Existing Casinosin lowa: The cumulative impact of casino visitor
expendituresis $3.5 billion for the 2004 calendar year out of which $2.3 billion are output
(industry production) and $1.2 billion are value added (total payroll, proprietary income, other
property taxes, and indirect business taxes) impacts. The output represents 1.24% of lowa
State total industry output for 2004 of about $185 billion, and the value added represents
1.33% of the lowa State total value added of approximately $93 billion. Employment impacts
add up to 34,364 jobs. The casinos are responsible for 9,394 secondary (indirect and induced)
jobs. These jobs are in addition to the 24,970 direct jobs associated with casino visitor
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spending. The 34,364 jobs represent about 1.9% of the total 2004 lowa employment by

industry of 1,882,214. State, city, and county taxes and charitable donations have created a

direct impact of approximately $323.7 million. The economic impacts in terms of output, total
payroll, and indirect business taxes (paid by area businesses) and employment for each casino
county are demonstrated in the following two graphs.
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employment. Thirty percent of the gambling expenditures incurred by local gamblers are
displaced expenditures. In other words, these expenditures would have been spent on other
forms of recreation and entertainment if the casinos were absent. An analysis of induced
impact dispersion indicates that lowan residents loose 31.5% of casino-generated jobs to the
neighboring states.

With regard to resident perceptions, the majority of the residents disagree that the
existing casinos have increased the prices of goods and services, high spending of visitors has
affected their cost of living, areas businesses have been negatively affected, less investment
has come to their community, employment opportunities have decreased, and the local
taxpayers money iswasted to improve public facilities for casino visitors. However, a
substantial percentage (between 30% and 40%) of residents agrees that the employment
opportunities have decreased and there is less investment in the community. Thisview is
supported by the secondary data on average unemployment rate. the average unemployment
rate in the casino and control groups of countiesis similar as seen in the following graph.
Contrary to expectations, the unemployment rate in casino counties has increased, while the
total adjusted gaming revenue from the non-tribal Indian casinos has grown.

Gaming Revenue and Averge Unemployment Rate in Casino and
Control Counties

6 1200

Casino Counties Gaming Revenue

5 | l l { 1000

—+ 600

Average Unemployment Rate
w
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Control Counties
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Social Impact: A mgjority of the residents and key personnel (law enforcement officers,
economic development officers, social service providers, county engineers, and the lowa
Department of Transportation) agree that crime, infrastructure, and the environment of the
casino counties and those within a 50-mile radius have not been negatively affected by the
existing casinos. The majority of the residents feel safe in their community. However, a
substantial percentage (between 30% and 40%) of residents perceive that the quality of
recreation opportunities has not increased, roads and public facilities have not been kept at a
high standard, and new and improved facilities have not been built. In addition, the
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aggregated secondary data show that crimein casino countiesis higher than that in the control
group of counties. The following graphs on total offenses and domestic abuse crime support
this assertion. However, the disparity between the casino and control counties existed before
casinos were built.
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A further analysis of the dataindicates that significant differencesin perceptions exist among
residents based on marital status, annual household income, education, and gambling

inclination categories. Analysis of the causal effects of socioeconomic characteristics and

pathological gambling perceptions indicates that residents earning less income are more

supportive of the benefits provided by the casinos. However, they agree more with the
economic costs associated with gambling relative to the other income groups. Problem

gambling perceptions were highly correlated with disruption and cost perceptions. Non-

gamblers agreed more with the costs and disruptions and disagreed more with the benefits

associated with casinos relative to gamblers. Households with more children and residentsin
the widowed category agreed more with the costs. With regard to safety, the females felt less

safe.

Possible Impact of Problem Gambling: Approximately 40% of the residents and a

substantial percentage (37%) of key personnel perceive that local people borrow money to
gamble and bankruptcies have resulted because of gambling. The aggregate historical data

show that chapter seven (business) and chapter thirteen (personal) bankruptcies are higher in
the casino counties relative to the control group of counties as indicated in the following
graphs. Approximately 35% of the residents perceive that divorce rates have increased
because of gambling.
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Gaming Revenue and Chapter Thirteen Bankruptcy in Casino and
Control Counties
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The majority of the local residents are of the opinion that tax money should be spent on
education, fire and police protection, and youth programs. They also want to see the reduction

of property taxes and allocation of funds to rehabilitation programs associated with problem

gambling. Historical data show that the number of 1-800-BETSOFF calls has declined
relative to the growth in total gaming revenue. However, according to the lowa Department of
Public Health (lowa Gambling Treatment Program), this is because of the withdrawal of
funds allocated for media expenditures. Consequently, the number of educational messages on

problem gambling to the public has been fewer. The following graph shows the relationship

between calls received and media expenditures.
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SUMMARY

The existing casino industry has generated both benefits and costs for the State of lowa. On
one end of the continuum, it is portrayed by residents as a legitimate and family-friendly spur
to economic development. On the other end of the continuum, it is regarded as an industry
responsible for many bankruptcies.

The combined economic benefits for the year 2004 are estimated to be $3.5 billion
with 34,364 new jobs.

The gambling sector has generated an output and value added of $1.1 billion and
$555.9 million respectively with 11,425 jobs. In addition, it has resulted in $306.6
million in total payroll and $70 million in indirect business taxes.

Of the 4,825 induced jobs, approximately 31.5% are held by the out-of-state
employees.

Historical data do not show adecrease in unemployment rate for casino counties.

The study results show that 69% of the casino visitor expenditures are retained (not
siphoned-off from other businesses) and 30% are displaced (would have been spent
elsewhere). The displacement effect is competition offered to other sources of
entertainment by the gaming facilities for afixed portion of the customer’s
discretionary income.

The casinos contributed $323.7 million approximately last year in taxes and charitable
contributions. The charitable contributions made by the existing casinos through the
nonprofit organizations are estimated to be $27.4 million.

Problem gambling is perceived to be a serious concern by the lowa residents.

- Thesurvey data points to significant ties between bankruptcy and gambling.
- Thesurvey data aso shows that a substantial number of residents perceive that
divorce rates have increased because of casino gambling.

The study respondents emphasize the need for more funds to communicate educational
messages about problem gambling and the establishment of rehabilitation programs
for problem gamblers.

- They believe funds should be alocated to education, fire and police
protection, youth programs, and senior citizens.

- Residents also fedl that the gambling tax revenue should be applied towards
lower property taxes.

In general, the residents are evenly divided in their opinion of the positive and
negative impacts of the existing casinos.
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SOCIOECONOMIC IMPACT OF GAMBLING ON IOWANS

1. INTRODUCTION

Gambling can be viewed as economic development in different guises. It can be
considered a conventional tourist sector that exports gambling services and serves non-local
demand. It can also be perceived as alocal service that serveslocal demand and simply
redistributes existing economic activity. It can be an extractive industry that serves only
external demand, generates few positive benefits locally, but leaves behind alegacy of local
negative externaities. The literature offers many arguments for and against gambling. On the
positive side, researchers have discovered that casinos have accel erated tax revenue and
economic development in terms of local income, employment, and output with gambling
being accepted as aleisure activity (Dense & Borrow, 2003; Eadington, 1996; Gabe, Kinsey,
& Loveridge, 1996; Gazel, 1997; Hing et a., 2001; Ham, 2004; Nicholas, Stitt, & Giacopassi,
2002; Piscitelli & Albanese, 2000). Gambling has also been viewed as an import substitution
activity serving local demand that would have flowed out of the economy, had gambling not
existed. On the negative side, increased spending on gambling has been noted to come from
local residents, leading to more crimes and pathological gambling (Moffet & Peck, 2001,
Piscitelli & Albanese, 2000). Gambling is sometimes presented as an economic devel opment
activity that creates undesirable outputs and externalities at the local level (Felsentein &
Freeman, 1998).

This study investigates the positive and negative socioeconomic impacts of non-tribal
casino gambling on the State of lowa, which hasl3 casinos and racetracks. Ameristar Casino
and Hotel (Pottawattamie), Argosy of Sioux City (Woodbury), Bluffs Run Casino and
Harrah's (Pottawattamie), Catfish Bend Casino (Lee and Des Moines), Diamond Jo Casino
and Dubuque Greyhound Park and Casino (Dubuque), Isle of Capri Bettendorf and Rhythm
City Casino (Scott), Isle of Capri Marquette (Clayton), Terrible Lakeside Casino Resort
(Clarke), Mississippi Belle Il (Clinton), and Prairie Meadows Racetrack and Casino (Polk).
Six Casinos provide lodging facilities: Rhythm City (121 rooms), Lakeside Casino Resort
(60), Isle of Capri Marquette (25 rooms), Harrah’s (251 rooms), I1sle of Capri Bettendorf (256
rooms), and Ameristar Casino and Hotel (160 rooms). The social impact includes the casino
counties that have tribal Indian casinos.

Recently, aneed for a study of the socioeconomic impact of casino gambling was
recognized because of the 2003 referendum that resulted in approval by several lowa counties
to permit excursion boat gambling. As aresult, several casino proposals are currently being
considered. Under the 2004 lowa Acts, House File 2302, section 61, the lowa Legidative
Council was required to commission a study to assess the socioeconomic impact of gambling
on lowansin terms of benefits and costs. On October 27, the contract to conduct the impact
study was awarded to the University of Northern lowa.

2. STUDY OBJECTIVES

This study strived to assist the decision makers in understanding the impacts of
existing casinos. In addition to secondary data, the researchers collected primary data to
determine the economic impact of casino visitors. Furthermore, this study used primary data
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to ascertain the impact of existing casinos on local residents’ quality of life and lifestyle. The
local residents’ perceptions of gambling and their gambling behavior in terms of frequency
and losses were ascertained. Residents within a 50-mile radius of the existing casinos were
randomly interviewed over the telephone. One hundred surveys per casino trade area were
collected.

In summary, the proposed study fulfilled the objectives of understanding the impacts
of lowa casinos by assessing:

1. Socioeconomic characteristics of gamblers

2. Economic impact of gambling at existing lowa casinos on the local community
3. Social impact of gambling on the local community

4. Impact of problem gambling

3. METHODOLOGY

3.1 Methods: The study gathered data from various communities of lowa. Four types of study
areawere used for data collection. Study Areal refersto al the counties of lowa. As
illustrated in Exhibit 1, Study Areall consisted of communities located within a 50-mile
radius of the existing casinos. Approximately 50% to 60% of the casino visitors have club
player memberships (atracking mechanism employed by each casino through which club
player memberships are offered to all new consumers). An analysis of the player club member
data shows that the major primary (average per capitawinning is over $200) and secondary
(average per capita winning between $50 and $200) trade areas are located within a 50-mile
radius of the casino locations (Stone, Otto & Siegelman, 2004).

Exhibit 1: Study Arealll
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The trade area was mapped for lowa counties. Communities in the neighboring states
located within the 50-mile radius were excluded. Study AreaIll was comprised of the casino
counties. Finally, Study Area |V was ascertained for economic impact analyses through
casino employee zip codes and consisted of multiple counties. In addition, 11 control
communities were selected with age, income, and popul ation characteristics comparable to
casino counties. These were Black Hawk, Cerro Gordo, Delaware, Hardin, Johnson, Linn,
Marshal, Muscatine, Palo Alto, Pocahontas, and Story counties.

3.1.1 Historical Data: secondary data were congregated for casino counties and control
communities on lowa demographics, family relations, family finances, education,
employment and crime. The sources used were the U.S. Census Bureau, lowa Workforce
Development, Bureau of Labor statistics, Office of Social and Economic Trend Analysis,
lowa Department of Public Safety, lowa Gambling Treatment Program (lowa Department of
Public Health), Consumer Credit of Des Moines, Federal Financial Institutions Examination
Council, lowa Finance Authority, and lowa Institute of Community Alliances. Rates per
100,000 of the population are provided wherever possible. In the event of non-availability of
rates, percentage of the population is ascertained to permit cross-county comparisons.

3.1.2 Social Impact: Telephone interview surveys were conducted in Study Areall to
ascertain the social impact of casino gambling on lowans. The information elicited from the
survey consisted of data on local gambling behavior and perceived social impact on the local
residents. A modified version of an eight latent construct scale discussed by Perdue, Kang,
and Long (1999) was used. The constructs were quality of life, community safety, community
involvement, social changes in the community, congestion/crowding changes in the
community, job opportunity changes, desirability of gaming, and personal benefits from
gaming. A preliminary list of measurement items and the pretest instrument were submitted
for comments to Black Hawk County residents and academicians with expertise on social
impacts. The pretesting process reduced the set of items. Construct validity assessment and
convergent validity were used to test content validity. Most variable scales used followed a
typical format of “strongly disagree” to “strongly agree” on afive point Likert scale. Basic
information on the residents included number of years of residence, age, annual household
income, gender, number of adults in the family, number of children in the family, age of the
youngest child, marital status, education, and gambling behavior. The questionnaire was
finalized after rigorous examination of the coverage of relevant subject matter,
comprehension by public adults, and ease of administration. These included reviews by the
Center for Social Behavior Research staff and mock interviews. Some questions were
reworded to be more specific. Some were reordered to improve the flow for the respondents.
The questionnaire went through eight drafts to reach the final version. Testing suggested the
actual interview length would be approximately 14 minutes on average.

Interviewing at the CSBR lab used CATI (Computer Assisted Telephone
Interviewing) software that required questionnaire programming. This programming
displayed the questionsin the correct order on a screen for the interviewer to read, and the
responses were entered automatically into a database from the keyboard. The sample of
telephone numbers was distributed to the calling stations by the program; however, the
numbers were manually dialed to avoid any annoying connect sounds or delays for the
respondent. Call dispositioning occurred at the same time as the interviewing to track the
history of call attempts and call outcomes for every number dialed. The staff Assistant
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Interviewer Supervisor and Information Technologist worked together to complete this
programming and to test it. With only slight modifications, the programming was quickly put
into place and was ready for use for actual social impact data collection. Finally, the sampling
plan for the general public interviews called for devising 50-mile radius zones around each of
lowa's 17 casino sites. Those zones excluded any areas outside the state boundaries. Using
GIS (Geographic Information System) technology, these zones were constructed, and the zip
codes that fell within these boundaries were identified. Thisinformation was provided to a
reliable vendor (Survey Sampling, Inc. of Connecticut) of telephone samples. The vendor
associated the zip codes with telephone exchanges and drew a sample of 900 residential
telephone numbers for each of the 17 casino areas. The numbers were cleaned of known
business numbers and sent to CSBR. The goal was to complete 100 interviews within each of
these 17 areas. A total of 1722 surveys were assimilated.

SPSS was used to anayze the data and split-half method based upon means was used
to test samplereliability. Average value of age, household size, and selected Likert scale
items on the first half of the sample were compared with the measure on the remaining half to
determine if the halves had similar means. The estimated sampling error is 2.5%. Frequencies
were calculated for categorical variables, and univariate analyses were used for continuous
variables. Scale purification of the data began with factor analysis.

Items in the social impact survey were subject to principal axis factoring method with
varimax rotation. Rotation is a process by which afactor solution is made more interpretable
without changing the underlying mathematical structure. Varimax rotation results in aloading
matrix (amatrix of correlations between all observed variables and factors). Here the size of
the loading reflects the extent of the relationship between each observed variable and each
factor. Cronbach’ s alpha was computed to determine item-to-item correlation. According to
Zaichokowsky (1985), items with corrected item-to-item correlation values below .50 should
be eliminated. Analysis of Variance tests were conducted to test differencesin social impact
perceptions among male and femal e respondents, gambl ers and non-gamblers and the various
income, marital status, and education level categories. Bivariate regression models were used
at theinitial stage. However, the R2 value of these models was negligible. Rz values determine
the explanatory power of the model. In other words, they tell us what variation in the model is
explained by the independent variables. For the purpose of this study, it was decided to use
multiple regression models to identify the influence of demographics on perceptions. Such
models make use of multiple independent variables (explanatory attributes), with the
underlying rational e that severa factors can influence perceptions and controlling for those
characteristics is imperative. Independent variables used were age, family size, number of
children in the household, gender, and age of the youngest child. Age of the youngest child
was dropped because it did not have a significant effect on any of the factorial perceptions.

3.1.3 Key Personnel Interviews. Key personnel of the casino counties (Study Arealll) were
interviewed to solicit their perceptions and opinion of casino gaming. They were the social
service providers, law enforcement and economic development officers. The interview survey
incorporated questions that were both quantitative (numeric) and qualitative. Qualitative
guestions were open-ended and were designed to seek personal opinions. SPSS was used to
analyze quantitative data, and the qualitative data were tested for content validity.

3.1.4 Economic I mpact: This study made use of IMPLAN to assess economic impacts of
gambling. IMPLAN is a computer database and modeling system that makes use of
Input/Output (1/0) models for any combination of U.S. counties. IMPLAN was selected
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because its database represents economic activity at county level and shows effects of
changing demand or supply of some product in the economy, in addition to describing
regiona economies. The IMPLAN package includes the following: final demands and
payments estimation developed from government data, average matrix of technical
coefficients at the national level, user-friendly structure of the input/output model, and
flexible tools to enable the user to modify data, conduct impact analysis, and generate reports.
Ten IMPLAN models were built in this study to analyze the contribution of casino visitor
expenditures for ten casino countiesin terms of direct, indirect, and induced impacts. In
addition, the lowa Department of Transportation, law enforcement officers from Study Area
I1, and county engineers from Study Area |1l were asked to provide information on additional
costs on infrastructure because of the existing casinos.

3.2.LIMITATIONS

The methodol ogies used above were subject to severa limitations. Thefirst limitation
was non-availability of historical data at the county level or the longitudinal level or both for
several variables such as health insurance, pension benefits, job absenteeism rates, changesin
type of employment, car purchases, home improvements, homel essness, and average school
attendance rates. The second limitation was non-availability of visitor statistics from the
Convention and Visitor Bureaus of the casino counties and control counties. Attractions had
to be contacted on an individual basisto elicit annual visitation counts from the pre-casino
period. Many of them do not maintain records. In addition, some of the annual visitations
were not all available from the pre-casino period (1991, 1992, or 1993). The third limitation
was lack of cooperation on telephone interviews from several key personnel (social service
providers, economic development officers, and law enforcement officers) of the casino
counties. Economic devel opment officers stated that it was their policy not to comment on
gambling impacts. Social service personnel stated that CSBR should talk with those who
provide the gambling addiction treatment services (they were also being contacted). Both
these groups were trying to avoid providing information. The law enforcement officers were
lessresistant, but still not very eager to provide information. Everyone seemed reluctant to
express either a persona opinion or aview that would be interpreted as representing their
agency.

Severa historical data were not accessible. The research team was not able to obtain
data on suicide rate, health quantity and type, and average age of death for the pre-casino
period from the vital statistics section of the Department of Public Health. The Division of
Motor Vehicles at the state level was not able to provide data on new car purchases because of
software update. According to the lowa Division of Motor Vehicles (J. Johnson, personal
communication, April 4, 2005), the State of lowa underwent amajor vehicletitle and
registration redesign that was implemented early this year and the new system is still in the
process of being updated. In addition, data on Emergency 911 (E-911) calls from many
PSAPs (Public Safety Answering Points) could not be collected because of extensive work
involved in retrieving the requested data by the PSAP administrators. The percentage visitors
who gambled in the casino counties could not be assessed because casino visitors cal culated
from the total admissions to the existing casinos include local residents and repeat visitors.

Finally, the research team acknowledges limitations of the economic impact data. It
was not possible to include the tribal casino datain the economic impact analysis. In addition,
admission counts provided by the existing casinos are ambiguous when equated to casino
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visitors. According to the lowa Gaming Association, “admissions are defined as each time a
person walks through the entrance to the casino gaming areawhich is electronicaly tallied”
(W. Ehrecke, personnel communication, 3 March, 2005). The lowa Gaming Association
further states that admissions are very close to the actual number of visitorsto a casino, as
employees and those visiting administrative offices, go through a separate entrance and are
not counted. However, information from a casino shows that there is no way to distinguish
between casino visitors and those visiting administrative offices or to track down repeat
visitorsin one day. There is also a possibility of double counting for casinos with lodging
facilities. The research team was not able to assess percentage error associated with the
estimation of casino visitors. In addition, it was not possible to assess the percentage of local
visitors who were non-club players. It is estimated that casino expenditures of 30% of the
local non-club players are displaced expenditures. For this reason, the economic impacts
ascertained for this study are subject to overestimation. Furthermore, because the percentage
of visitors who stay overnight could not be assessed, lodging expenditures could not be
included in the economic impact. Thisindicates a possibility that the economic impact is
underestimated. Furthermore, the IMPLAN model was based upon several assumptions. The
model assumes that the production function has constant returns to scale (al inputs will
increase the same proportion with additional output), supply is unconstrained (unlimited
access to raw materials), commodity input structureis fixed (afirm will not buy substitute
goods because of price changes), sector output is homogeneous (regardless of output, all
commodity proportions produced by the industry remain the same), and industry makes use of
the same technology to produce al its products (MIG, Inc., 2000). Nevertheless, a significant
number of studiesin the United States have employed the Input/Output model to explore total
economic effects. This study substituted input data in the gambling sector with actual data on
total employee count and payroll provided by each casino for its respective county.

4. DEFINITIONS

Adjusted Gross Revenue

Consumer spending is referred by gaming industry analysts as “ adjusted gross revenues,” that
are defined as gross dollars wagered minus the dollars casinos pay in the form of winnings
(Barron, Staten, & Wilshusen, 2000). Adjusted Gross Revenue is referred to as gaming
revenue in this study.

Average Daily Attendance
Average Daily Attendance is calculated by days present by 180 student contact days.

Business-related Crimes

The lowa Department of Public Safety defines business-related crimes as crimes that include
burglary/breaking and entering, credit card/automatic teller machine fraud, embezzlement,
shoplifting, theft from a building, and theft from a coin-operated machine or device.

Economic impact

Total economic impact in this study is defined as an aggregate of direct, indirect, and induced
effectsin terms of output, value added, and employment. Direct impacts happen from the
initial spending (demand) of the visitors, and indirect impacts result when businesses purchase
from other businesses to meet the initial demand. The induced impacts indicate the increasein
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household spending that happens as aresult of increase in employee compensation in
businesses that experience direct and indirect impacts. These impacts were measured in terms
of output, value added, and employment. Output represents the value of the total production
of the industry in millions of dollars. Four components represent value added: employee
compensation (total payroll costs), proprietary income (income of self-employed individuals),
other property type income (payments for rents, royalties, and dividends), and indirect
business taxes (excise taxes, property taxes, licenses, and sales taxes). Finaly, the single
number of jobs for each industry or all the industries defines employment.

Factor Analysis

Factor analysisis a procedure that determines shared variance among a set of variables. This
variance is defined by the intercorrel ations among a set of variables. Factor analysis attempts
to allocate variances in terms of a smaller number of underlying hypothetical variables that
are called factors (Williams, 1992). In other words, factor anaysis reduces variables by
determining which of them cluster together, and factors are groupings of variables that
measure a common construct (Mertler & Vannata, 2002). The main set of results obtained
from this kind of analysisis comprised of factor loadings, which isinterpreted as the Pearson
correlation of an original variable with afactor. These loadings range from -1.00 through O to
+1.00. The decision on how many factors to retain and interpret is based upon a commonly
accepted criterion known as “Kaiser’srule.” Thisrule states that components with
eigenvalues higher than 1 should be retained. An eigenvaue is the amount of total variance
explained by each factor subject to the total amount of variability in the analysis being equal
to the number of original variablesin the analysis (Mertler & Vannata, 2002). Factor analysis
isreferred to as a purification process because items with lower |oadings are dropped.

Gambling Offenses

Gambling offenses are defined as offenses that are comprised of unlawfully betting or
wagering money or something else of value; assisting or operating a game of chance for
money or some other stake; possessing or transmitting wagering information, manufacturing,
selling, purchasing, possessing, or transporting gambling equipment, devices, or goods; or
tampering with the outcome of a sporting event or contest to gain a gambling advantage.

Health Insurance

The Census Bureau broadly classifies health insurance coverage as either private or
government-sponsored coverage (Census Bureau, 2004). Private health insurance planis
defined as a health plan that is either employment based (through one's own employment or a
relative’ s) or directly purchased from a private company. Government health insurance
includes plans funded by governments at the federal, state, or local level.

I nput/Output Model

Input/Output models describe the flows of money within aregion’s economy. Flows are
predicted by knowing what each industry must buy from every other industry to produce a
dollar’ sworth of output. Using each industry’ s function, 1/0O models also determine the
proportions of sales that go to wage and salary income, proprietor’sincome, and taxes. Thus,
the models emphasi ze economic interdependence and are readily available to calculate
multipliers for delineations. An economic base model is aspecia case of an I/O. It consists of
agrouping of export and local support industries in atwo-sector framework.
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Multipliers

Type | and Type SAM multipliers are used to study the direct, indirect, and induced effects.
Type | multipliers measure direct and indirect effects, and Type SAM measure direct,
indirect, and induced effects.

Pathological Gambling

Pathological gambling (PG) is characterized by a persistent mal adaptive pattern of gambling
behavior (Grant, Kushner, & Kim, 2002). It is described as a preoccupation with and loss of
control related to gambling behaviors (American Psychiatric Association, 1994). Pathol ogical
gamblers are often categorized as Level 3 gamblers (Shaffer, Hall & VanderBilt, 1999).
According to Shaffer, Hall, and VanderBilt (1999), and approximately 1.6% of Americans fall
into the Level 3 category at some point in their lives.

Stealing from Others
According to the lowa Department of Public Safety, stealing from others comprises of
bribery, impersonation, kidnapping/abduction, larceny/theft offenses, and robbery.

Substitution Effects

Substitution refers to the question of whether spending on gambling activity has been diverted
from non-casino businesses. Gambling can siphon off money from other tourism-related
businesses and other local enterprises.
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5. FINDINGS

Findings are broadly divided into six sections. The first section discusses casino
visitor demographics. The second focuses on the economic impact of casino gambling; it also
discusses beneficiaries of county, state, and city revenue and charitable donations. The third
section provides an analysis of the data collected on the social impact perceptions from Study
Areall and the key personnel of casino counties. Sections 4 and 5 discuss the negative
impacts of gambling in terms of substitution and pathological gambling. Section 6 provides
historical data on lowa, while tracking changes from the pre-casino period for the casino and
control counties on demographics, family relations, family finances, education, and
employment.

5.1. Casino Visitor Demographics

Casino visitor demographics were elicited from the 13 non-tribal Indian casinos and the social
impact survey of lowa residents. The casino data offers statistics on age, gender, and place of
residence (local, in-state, and out-of-state) of players club members. Alternatively, gambler
demographic information as solicited from the social impact survey is provided. As Exhibits 2
and 3illustrate, players club members 40 and above make up the largest group, and more than
half are females. The majority of the casinos serve the out-of-state market. These do not
include Prairie Meadows, Lakeside Casino, Argosy, and Catfish Bend.

Exhibit 2: Visitor Demographics (Players Club Members) from [owa Casinos

Argosy Ameristar Ideof Diamond Catfish ~ Dubuque Mississippi
Capri Jo Bend Greyhound Bédlell
Marquette
Gender
Male 37.6% 48.5% 47.0% 36.0% 47.0% 39.4% 42.0%
Female 43.3% 48.8% 52.0% 42.0% 53.0% 57.0% 58.0%
Residence
Loca 33.0% 5.6% 7.0% 13.0% 29.0% 17.5% 8.0%
In-State®  24.0% 13.6% 26.0% 24.0% 22.0% 25.0% 17.0%
Out-of - 43.0% 80.8% 67.0% 63.0% 49.0% 57.5% 75.0%
State
Age
21-29 11.0% 11.5% 6.0% 4.7% 14% 2.0% 2.0%
30-39 13.2% 12.7% 10.0% 5.9% 12% 4.0% 7.0%
40-49 17.2% 19.4% 17.0% 12.0% 18% 11.0% 14.0%
50-59 17.9% 22.4% 24.0% 20.5% 20% 22.0% 20.0%
> 60 35.0% 34.0% 43.0% 50.3% 36% 61.0% 57.0%

a: In-Sate (non-local)

Note: Some of the percentage allocations do not total 100% because of an unknown category due to some
patrons registering with their initials only.

Source: SGIS HPELS UNI
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Exhibit 3: Visitor Demographics (Players Club Members) from lowa Casinos

Lakeside
Gender
Mae 48.0%
Female 46.0%
Residence
Locd 4.0%
In State® 96.0%
Out of State
Age
21-29 7.0%
30-39 9.0%
40-49 15.0%
50-59 22.0%
> 60 47.0%

a: In Sate (non-local)
Note: Some of the percentage allocations do not total 100% because of an unknown allocation category due to
some patrons registering with their initials only.

Source: SGI

Exhibits 4, 5, 6, and 7 present demographics of lowa casino gamblers from the social
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45.8%
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6.7%
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15.9%
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45.9%

impact survey. Average age of the respondents was 51.6 years with a median value of 50
years and standard deviation of 16.3 years. The magjority of the gamblers were married

(60.4%) and 53% were females. Approximately, 13% and .4% were divorced and separated

respectively. Eleven percent were widowed, 10.8% were single (never married), and 3.6%
were amember of an unmarried couple. Forty-four percent had an annual household income
of above $50,000. With regard to education, 42% had earned a high school education or less,

32% had some college, 17% had a bachelor’ s degree, and 7.3% had either earned a master’s

or adoctorate degree.

Exhibit 4: Age Breakdown of owa Gamblers (N=639) - %
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Exhibit 5: Education Level of Gambling Residents

Education Level of lowa Gamblers (N=643) - %
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Elementary or some High school Some college or Bachelor's degree Master's degree
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Source: SGIS, HPELS. UNI

Exhibit 6: Gender of Gambling Residents

Doctorate degree

Gender of Gambling Residents (N=647)

Males
47%
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53%

o Males

m Females

Source: SGIS, HPELS UNI
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Exhibit 7: Annual Household Income of Gambling Residents

Annual Household Income of Gambling lowans

(N=598)
$75,000 and Less than
abowve $25,000
22% 22%

Between
Between $25,000 and
34,999
$50,000 and Between $ .
$74,999 $35,000 and

22% $49,999
20%

Source: SGIS, HPELS UNI

Data for the players club members parallels those for the general casino visitor
population. There are striking similarities across both categories, implying that club player
demographics are representative of the total casino visitor population. These visitor statistics
are akin to the general visitor statistics provided by the lowa Department of Economic
Development Tourism Office (lowa Welcome Centers, 2003).

5.2 Economic I mpact

This section first providesinformation on all visitors to lowa. Second, the casino
visitor expenditures on gambling, restaurants, gasoline, shopping, recreation and
entertainment, and lodging are estimated. Consequently, the next step requires a breakdown of
visitor expenditures by category. Using the total casino visitor counts, all but the lodging
sector spending were transformed to total expenditures for each casino county. It was not
possible to assess total expenditure on lodging because the casinos with hotels were not able
to provide an estimate of the percentage of visitors staying overnight at their lodging facilities.
Finally, direct, indirect, and induced economic impacts of the available sectors were assessed
in terms of output, value added (includes employee compensation and indirect business
taxes), and employment.

5.2.1 General Visitor Information: Fifteen Welcome Centers of lowa asked travelers who
stopped at their centers to complete asurvey. A minimum of one survey for every 46" travel
party was administered. Data were collected on demographics, trip behavior, and spending of
the visitors (lowa Welcome Centers Survey Results, 2003). According to the data collected in
20083, the average age of the visitor was 54.6 years and average party size was 2.5. Average
daysin lowawere 3.8. With regard to expenditures, atravel party daily spent an average of
$59.35, $23.49, $35.53, $43.66, and $27.73 on lodging, entertainment, transportation, food,
and shopping, respectively.

5.2.2. Expenditure Estimation of Casino Visitors. The next step was to ascertain average
per person per day expenditures for the following categories: restaurants, lodging, gasoline,
recreation/entertainment, events, and shopping. Because the casinos did not have data on the
listed sectors and they declined the research team'’ s request to conduct an onsite survey of
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casino visitors, estimates of average expenditures per sector were ascertained for the entire
State of lowa. These were based on estimates provided by previous studies conducted on the
visitorsin lowa (Cedar Falls/Waterloo Tourism Advertisement Conversion Study, 2003-2004;
Cedar Rapids Tourism Advertisement Conversion Study, 2003-2004), data from lowa
Welcome Centers (2003), and the literature review (Borden et al., 1996; Roehl, 1996; Truitt,
1996). The estimated average party size was 2. Average expenditures per person per day on
restaurants, lodging, gasoline, recreation/entertainment, and shopping sectors were estimated
to be $11.25, $73.48, $7.50, $9.37, and $13.67, respectively. These were multiplied by total
visitors (excluding 30% of the local players club members because their expenditures were
displaced) to each casino to estimate total expenditures for the year 2004. For the gaming
expenditures, win per capita per casino was multiplied with the total number of estimated
casino visitors. Exhibit 8 provides total expenditures for the selected casino visitor spending
sectors.

Exhibit 8: Total Expendituresfor Each Casino County (million $)

Gambling  Restaurants Gas Shopping Recreation/ Total County
Entertainment  Expenditures

Clayton 42.58 7.15 4.77 8.69 5.95 69.14
Clarke 58.59 10.82 7.21 13.15 9.01 98.78
Clinton 27.02 5.76 3.84 7.00 4.80 48.42

Des Moines 15.69 3.18 212 3.86 2.65 27.50
Dubuque 94.49 2241 14.94 27.22 18.66 177.72

Lee 15.69 3.18 212 3.86 2.65 27.50

Polk 161.29 28.31 18.87 34.40 23.58 266.45
Pottawattamie 421.04 91.91 61.28 111.69 76.55 762.47
Scott 182.44 35.88 23.92 43.60 29.88 315.72
Woodbury 49.81 10.92 7.28 13.27 9.10 90.38
Total for lowa 1068.64 21952  146.35 266.74 182.83 1884.08

Source: SGIS, HPELS UNI

The above expenditures were used to assess economic impact on casino and adjacent
counties. Total expenditures for counties with more than one casino were aggregated to
represent the whole county (Exhibit 8). As Exhibit 8 shows, total expenditures generated by
the casino visitors were approximately $1.9 billion. Pottawattamie County produced the
highest total visitor expenditures of $762 million followed by Scott and Polk counties.

5.2.3 Economic I mpact Assessment: Multipliers were generated for all the casino counties.
Exhibits A10.1.1-A10.1.10 (Appendix 10.1) provide a detailed breakdown of Type | and
SAM multipliers. Type | Output multiplier was the smallest for Lee County (1.04) in the
amusement/gambling sector and highest for Dubuque County in the recreation/entertainment
sector. SAM output multiplier was lowest for Lee County (1.15) in the amusement/gambling
sector and highest for Polk County (1.94) in the recreation/entertainment sector. Type | Vaue
Added multipliers ranged from 1.02 (Lee County in the amusement/gambling sector) to 2.77
(Woodbury County in the recreation/entertainment sector), and Type SAM Vaue Added
multipliers ranged from 1.10 (Lee County in the gasoline sector) to 3.79 (Woodbury County
in the recreation/entertainment sector). Finally, Type | Employment multiplier was the lowest
for Clarke and Clayton counties (1.02 for the miscellaneous retail sector) and the highest for
Polk County (1.43 for the recreation/entertainment sector). Type SAM Employment
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multiplier ranged from 1.06 (Clarke County in the miscellaneous retail sector) to 1.87 (Polk
County in the entertainment/recreation sector). The magnitude of a multiplier suggests

linkages internal to the economy. Low multipliersindicate substantial |eakages out of the
local economy. In other words, area businesses have outside suppliers.

Exhibit 9: Total Impacts (Output + Value Added) (million $)

Direct Indirect Induced Totd
Clayton 90.39 14.54 14.22 119.17
Clarke 126.68 15.0 18.13 159.80
Clinton 61.03 10.08 13.18 84.28
Des Moines 34.16 7.26 7.61 49.04
Dubuque 218.03 59.53 49.27 326.83
Lee 39.32 3.15 5.09 47.56
Polk 367.26 90.96 100.57 558.80
Pottawattamie 868.43 273.47 229.16 1,371.06
Scott 426.14 95.04 115.92 637.08
Woodbury 112.34 30.78 27.92 171.04
Total for lowa 2343.78 599.81 581.06 3524.66
Source: SGIS, HPELS UNI
Exhibit 10: Employment I mpacts

Direct Indirect Induced Totd
Clayton 1,137 95 108 1,340
Clarke 1,490 113 168 1,771
Clinton 711 92 118 921
Des Moines 396 65 68 529
Dubuque 2,409 473 426 3,308
Lee 368 28 49 446
Polk 3,110 621 725 4,456
Pottawattamie 10,215 2,128 1,985 14,319
Scott 4,023 705 942 5,669
Woodbury 1,111 249 236 1,595
Total for lowa 24,970 4,569 4,825 34,364

Source: SGIS HPELS UNI

As Exhibits 9 and 10 show, maximum total impact was generated by Pottawattamie
County which also produced the highest number of jobs (14,318). Scott County and Polk
County generated 5,669 and 4,456 jobs, respectively. The above exhibits show induced
impacts generated by the casino county; however, all the induced benefits did not stay in the
casino counties. Severa regionsinside lowa and the neighboring states have benefited from
the induced impacts. As Exhibit 11 shows, Dubuqgue and Polk counties were able to retain the
maximum portion of induced benefits. A substantial percentage of employees working in
Pottawattamie casinos reside in Nebraska. The neighboring states that have benefited the
most from the induced impacts are Nebraska, Wisconsin, and Illinois. Approximately 31.5%
of the overall induced impacts leak to the neighboring states.
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Exhibit 11: Breakdown of Induced | mpacts

Casino County Adjacent Counties Neighboring State(s)
Ameristar Pottawattamie (49%) Mills (4%), Harris (2%) 43%
Argosy Woodbury (69%) Negligible 24%
Catfish Bend Lee (43%), DesMoines  Henry (2%), Louisa (.5%), 13%
(41%) Van Buren (.5%)

Harrah's Bluffs Run Pottawattamie (52%) Negligible 48%
Diamond Jo Dubugue (71%) Jackson (5%) 23%
Dubugue Greyhound Dubugue (83%) Negligible 17%
Harrah's Council Bluffs Pottawattamie (43%) Mills (4%), Harrison (3%) 50%
Isle of Capri, Bettendorf Scott (50%) Clinton (2%) 47%
Isle of Capri, Marquette Clayton (46%) Allamakee (12%) 42%
Lakeside Casino Resort Clarke (49%) Decatur (17%), Lucas (9%), Negligible

Union (5%), Warren (4%)
Mississippi Belle 1l Clinton (70%) Dubuque (10%) 18%
Prairie Meadows Polk (82%) Jasper (8%), Warren (4%) Negligible
Rhythm City Scott (52%) Negligible 44%

Source: SGIS, HPELS UNI

Next, direct, indirect, and induced impacts were cal culated from these expendituresin
terms of output, employee compensation, labor income, and indirect business taxes. The
aggregate economic impact of existing casinos on the State of lowawas $3.5 billion. A total
of 34,364 jobs were created in the recreation and tourism industry because of casino visitor
spending. Exhibits 12-14 provide information on these impacts. As the exhibits show, the
aggregated economic impact was the highest for Pottawattamie County and the lowest for Lee
and Des Moines counties. Employee compensation (total payroll) and indirect business taxes
were a so highest for Pottawattamie County followed by Scott County. Total payroll
generated for the State of lowawas $679.31 million. Total indirect businesses were $141.25
million.

Exhibit 12: Output and Value Added Impacts (million $)

Direct Indirect Induced Total

Output VA Output VA  Output VA Output VA
Clayton 58.16 3223 9.66 4.88 8.79 5.43 76.62 4255
Clarke 82.39 4429 9.65 535 11.02 711 103.05 56.75
Clinton 39.79 2124 6.44 3.64 8.14 5.04 54.36 29.92
Des Moines 22.72 1144 4.62 2.64 4.69 2.92 32.03 17.01
Dubuque 144.50 7353 37.99 2154 30.77 1849 213.27 113.57
Lee 22.72 16.60 2.01 114 3.15 1.94 27.88 19.68
Polk 223.20 144.06 56.69 3428 6181 38.76 341.70 217.10
Pottawattamie 625.18 24325 171.13 102.34 140.06 88.10 937.37 433.68
Scott 261.58 164.56 59.68 3536 7148 4443 392.73 244.35
Woodbury 74.07 38.27 19.49 11.29 1731 10.61 110.87 60.17

Total for lowa 155431 78947 377.36 22246 358.22 222.83 2289.88 1234.78

Source: SGIS, HPELS UNI
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Exhibit 13: Employee Compensation (million $)

Indirect Induced Total

Clayton 18.33 2.17 1.97 22.48
Clarke 27.14 2.29 2.84 32.27
Clinton 11.84 1.79 2.16 15.79
Des Moines 7.46 1.40 1.40 10.26
Dubuque 40.88 10.97 9.28 61.13
Lee 6.15 57 .87 7.59
Polk 78.62 16.78 19.01 114.41
Pottawattamie 181.83 44.41 41.78 268.02
Scott 77.67 16.85 21.81 116.32
Woodbury 20.58 533 5.13 31.04
Total for lowa 470.54 102.56 106.25 679.31
Source: SGIS, HPELS UNI

Exhibit 14: Indirect Business Taxes (million $)

Direct Indirect Induced Total

Clayton 3.6 .37 .66 459
Clarke 5.53 .39 .83 6.75
Clinton 2.27 .28 .55 3.10
Des Moines 1.36 .19 .32 1.86
Dubuque 9.51 1.86 2.04 1341
Lee 1.49 .09 21 1.79
Polk 13.72 3.00 4.27 21.03
Pottawattamie 35.91 9.34 10.07 55.32
Scott 18.04 3.23 4.96 26.23
Woodbury 5.02 .98 1.16 7.16
Total for lowa 96.45 19.73 25.07 141.25

Source: SGIS, HPELS UNI

In addition, Law enforcement officers from non-casino counties of Study Areall,
casino county engineers, and the lowa Department of Transportation were asked to specify
costs that might have occurred because to the existing casinos. The mgjority of the law
enforcement officers and the county engineers were of the opinion that there were no
additional costs. Some of the answers from the law enforcement officers were as follows
(individual answers are separated by semicolons): | don’t know about other counties, | do
know our crime rate has increased due to meth problemsin our county (Sioux County); Yes,
our county’s (Warren County) crimerate is slightly higher than other lowa counties of the
same population. However, most of that crime rate can be attributed to the proximity of our
county to Des Moines and not so much to casinos or gambling; | have not seem any cost
increases in our county that could be linked directly or indirectly to casinos; We certainly
have citizens who frequent these establishments, however as | stated, we do not specifically
track or document casino related crime (Dallas County). No additional employees have been
hired or facility expansion undertaken due to the proximity of any nearby casino. Any
increase in crime could be attributed to the growth and increase in population; We
occasionally get someone distraught over gambling losses, but | think it is very infrequent.

35
June 2005 Final Report, University of Northern lowa



We do have a higher crime rate than most counties of similar population, but | do not lay that
at the feet of the casino. We have alarge packing plant and alarge meth problem. Both those
factors are bigger attributes to our crime rate (Louisa County); | can’t say for sureif increase
in serving papers on people who have not paid rent/house payment or other billsis dueto the
slower economy or gambling problems; A lot of our serious crimes seem to be related to
drug/alcohol activity (Muscatine County). A side note, afellow police officer who has a
riverboat casino in his city told me that at the first of the month he does notice an increasein
traffic from people who appear to have their social security checks/retirement checks in hand,
headed to the boat; No additional costs (Cass, Plymouth, and Linn counties). Furthermore,
according to the Highway Division of the lowa Department of Transportation, casino
development islooked at as any other development and no additional costs on the highways
have been recorded over the past ten years (K. Mahoney, personal communication, March 20,
2005).

5.2.4 Beneficiaries of gambling tax revenue

Economic benefits are provided by the casinos through taxes and charitable donations.
lowa casinos paid over $249 millionin local, county, and state taxes in 2004. State tax
revenue funded a variety of significant projects, including the renovation and building of
lowa® Capitol Complex, school infrastructure and teacher salaries, Vision lowa, historic
preservation, state and county fairs, school and university improvements, and numerous
environmental initiatives and programs. In addition, charitable requests were funded,
including lifesaving equipment for fire and ambul ance services, laptops for schools, United
Way, Red Cross, Make-a-Wish, and funding for daycare and community centers.

Gaming licenses have been awarded to ten nonprofit community-based organizations
to guide lowa®gaming facilities to respond to the needs of the state and the regions they
serve. An estimated sum of $27.4 million was awarded to them. Clarke County Development
sponsors the license for Terrible® Lakeside Casino; Clinton County Gaming Association is
the sponsor of the license for Mississippi Belle Il Casino; Dubuque Racing Association isthe
nonprofit sponsor of the license for Diamond Jo Casino and Dubuque Greyhound Park and
Casino. lowa West Racing Association sponsors the licenses for Ameristar Casino
Hotel, Harrah's Casino and Hotel and is the license holder of Bluffs Run Casino and
Greyhound Park. A recipient of funds from the lowa West Racing Association (IWRA) isthe
lowa West Foundation, which further distributes the receiptsin the form of grants. The lowa
West Foundation announces quarterly grants for nonprofit and governmental projects to
improve the quality of life for area citizens. Missouri River Historica Development isthe
sponsor of the license for Argosy® Belle of Sioux City; Racing Association of Central lowais
the sponsor of the license for Prairie Meadows; and Riverboat Development Authority isthe
nonprofit sponsor of the license for Rhythm City Casino. Finally, Southeast lowa Regiona
Riverboat Commission sponsors the license for Catfish Bend Casino; Scott County Regional
Authority sponsors the license for Isle of Capri Casino (Bettendorf); and Upper Mississippi
Gaming Corporation is the sponsor of the license for Isle of Capri (Marquette). Exhibit 15
provides a comparison of charitable contributions through ten licensee holders.
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Exhibit 15: Charitable Contributions from Nonprofit Associations

Grants Awarded (million $)

Missouri River Historical
Development :l $0.74

Clarke County Development D $0.24

West lowa Racing

Association $8.4p

Dubuque Racing
Association

Clinton County
Development Association :l $1.10

Racing Association of
Central lowa

$2.87

O Grants awarded (million $) ‘

| $4.51

Upper Mississippi Gaming
Corporation D $0.29

Riverboat Development

Authority | $3.57

Scott County Regional
Authority

Southeast lowa Regional
Boat Commission :l $1.14

$0.00 $1.00 $2.00 $3.00 $4.00 $5.00 $6.00 $7.00 $8.00 $9.00

| $4.58

Source: SGIS, HPELS UNI

As Exhibit 15 shows, the highest contribution was made by the lowa West Racing
Association followed by the Scott Regional Authority, Riverboat Development Authority,
Racing Association of Central lowa. These also include out-of-state benefactions to Nebraska,
Ilinois, and Wisconsin.

In addition, nine categories of recipients within each association were identified.
These were randomly contacted over the telephone to obtain an insight on the use of funds. It
isimportant to note that some of the estimates represent the 2003 calendar year. All except the
contributions made by Dubuque Racing Association are for the calendar year 2003 or 2004.
Exhibits 16 to 24 provide a breakdown of estimated contributions made in the following
categories: education; art, culture, music, and history; safety and shelter; religion; park,
recreation and leisure; city/county; health; environment; and miscellaneous. The
miscellaneous category includes recipients such as clubs, humane society, American Legions,
county fair associations, etc. Some of the exhibits show 2003 contributions because it was not
possible to obtain a breakdown for the 2004 calendar year. It was not possible to identify
grant recipients within the Southeast lowa Regional Riverboat Commission. Their proceeds
were evenly split among the cities of Burlington, Keokuk, and Fort Madison (W. Ehrecke,
personal communication, April 13, 2005). Burlington directed its proceeds to economic
development in 2004.
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Exhibit 16: Grant Recipient Categories of Clarke County Development

Clarke County Development Grant Recipients of $.45 million for Calendar Year 2003

Art, Culture, Music and
History
Safety and Shelter 2%
15%

City/County
Religion 27%

4%

Park, Recreation and Leisure
1%

Miscellaneous

0,
21% Education

9%

0%

Environment
21%

Source: SGIS, HPELS UNI

Exhibit 17: Grant Recipient Categories of Clinton County Development Association

Clinton County Community Development Association Grant Recipients of $.84 million for
Calendar Year 2003

Art, Culture, Music and
History
17%

Safety and Shelter
27%

City/County
4%

Education
4%

Environment
9%

Religion
2%

Health
Park, Recreation and Leisure 6%

14%

Miscellaneous
17%

Source: SGIS HPELS UNI
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Exhibit 18: Grant Recipient Categories of Dubuque Racing Association
Dubuque Racing Association Grant Recipients of $3.0 million for Fiscal Year 2003

Art, Culture, Music and
History

6%

City/County

4%

Safety and Shelter
12%

Religion
4%

Park, Recreation and Leisure
10%

Education
33%

Miscellaneous
23%

Environment
Health 1%
7%

Source: SGIS, HPELS UNI

Exhibit 19: Grant Recipient Categories of lowa West Racing Association s Recipient
Thelowa West Foundation

Grant Categories of lowa West Racing Association’s Recipient - The lowa West Foundation
for Calendar Year 2003*

Safety & Shelter
4%

Religion

0%

Park, Recreation & Leisure

2%
Miscellaneous
10%

rt, Culture, Music & History
5%

Health
5%

Environment
1%

Education
14%

City/County
59%

*In 2003, the lowa West Racing Association contributed $8.4 million to the foundation, a
501C(3)Organization, which allocated grants of $15.75 million to 122 nonprofit and governmental
projects in 2003 (J. Mathiasen, personal communication, June 16, 2005)

Source: SGIS HPELS UNI
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Exhibit 20: Grant Recipient Categories of Racing Association of Central lowa

Racing Association of Central lowa Grant Recipients of $3.64 million for Calendar Year 2004

Safety & Shelter
5%
Religion
0%

Art, Culture, Music and
History
6%

Park, Leisure and Recreation

8% City/County

14%

Education
10%

Enviroment
1%
Health
9%

Miscellaneous
A7%

Source: SGIS, HPELS UNI

Exhibit 21: Grant Recipient Categories of Riverboat Development Authority

Riverboat Development Authority Grant Recipients of $3.48 million for Calendar Year 2004

Safety and Shelter
3%

Religion

3%

Art, Culture, Music & History
19%

Park, Recreation and Leisure
21%

City/County
18%

Miscellaneous
18%

Education
10%

Health  Environment
5% 3%

Source: SGIS, HPELS UNI

June 2005 Final Report, University of Northern lowa

40



Exhibit 22: Grant Recipient Categories of Scott County Regional Authority

Scott County Regional Authority Grant Recipients of $4.61 million for Calendar Year 2004

Art, Culture, Music & History

Safety & Shelter 7%

10%

Religion

1% City/County

12%

Park, Recreation & Leisure
13%

Miscellaneous
13%

Education

Health 34%
7%

Environment
3%

Source: SGIS, HPELS UNI

Exhibit 23: Grant Recipient Categories of Upper Mississippi Gaming Cor poration

Upper Mississippi Gaming Corporation Grant Recipients of $.29 million for Calendar Year
2004

Art, Culture, Music & History
6%

City/County
8%

Education
3%

Environment
0%

Health
4%

Safety & Shelter
48%

Miscellaneous
19%

Park, Leisure & Recreation

Religion )
0% 12%

Source: SGIS, HPELS UNI
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Exhibit 24: Grant Recipient Categories of Missouri River Historical Development
Corporation

Missouri River Historical Development Grant Recipients of $.32 million for Calendar Year
2004

Art, Culture, Music and
History
6%

Safety & Shelter
23%

City/County
27%

Religion
6%

Park, Recreation & Leisure
7%

Education
14%

Miscellaneous
8%

Health Environment
6% 3%

Source: SGIS, HPELS UNI

As the exhibits show, percentage contributions were not consistent across the
associations. Most of the contributions were made in the city and county, safety and shelter,
education and miscellaneous categories. Education did not appear to be a priority for the
Upper Mississippi Gaming Commission, Clinton Development Association, Clarke County
Development Association, Riverboat Development Authority, and Racing Association of
Centra lowa. Grant awardees for each of the categories were randomly interviewed over the
telephone to elicit information on disbursement of fundsin 2003. Grants awarded in the
education category had been used for new playground equipment at an elementary school,
educational programs, guest speakers, installation of fiber-optic cabling to improve education
through better technology, an air- conditioning unit, white boards, supplies, personnel, and
new windows for a school, etc. Grants awarded in the art, culture, and music category were
spent on annual museum events, musical entertainment in the annual festivals, symphony, etc.
City/county grants focused on new office equipment for a Chamber of Commerce, new Little
League fields, bullet proof vests for the police department, build a community center,
equipment for historical slide shows, Missouri River Historical Development nature center,
and build acommunity center. For the miscellaneous category, grants were for children with
specia needs, vacation Bible School, a software circulation system at a public library,
educational programs for children and family, and the Humane Society. The heath category
was focused on hospices, Midwest cardiovascular Center, children’s clubs, promotion for the
2003 Race for the cure and breast health, and the American Red Cross. The environment
category focused on County Conservation and Living Lands and Water.
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5.3. Social Impact

This section provides information on the demographics and gambling behavior of
lowaresidents. In addition, perceived impacts of gambling by lowa residents, factor analysis
of residents’ perceptions, differencesin perceptions, and determinants of causal effects on
perceptions are provided. Finally, casino impact perceptions of casino counties key personnel

are given.

5.3.1. Demographics of |owa Residents: The results show that the median age of the
respondents was 50 years (with amedian value of 50 years and standard deviation of 16.5
years). Average number of peoplein the household was 2.1 with a standard deviation of 4.8,
and 57% were females. Average age of the youngest child in the household was 97 months
(8.1 years), with amedian value of 84 months (7 years) and standard deviation of 99 months
(8.3 years). Exhibits 25, 26, and 27 provide a breakdown of marital status, annua household
income, and number of years of education. Asthe figuresillustrate, the mgjority of the
respondents were married, with 43% earning annual household income above $50,000; 37%
were high school graduates, followed by 30% who had completed some college or technical

school, and 20% who had obtained a bachelor’ s degree.

Exhibit 25;: Marital status of lowa Residents

Unmarried couple
Single 3%
10%

Separated
1%
Widow ed
13%
Married
Divorce d 59%
14%

Marital Status

O Married

O Widow ed
0O Separated
| Single

O Unmarried

couple

Source: SGIS, HPELS UNI

Exhibit 26: Annual Household I ncome of | owa Residents

Annual Household Income (N=1541)

$75,000 and Less than
above $25,000
21% 23%

Between Between
$50,000 and $25,000 and
$74,999 Between $34,999
22% $35,000 and 14%

$49,999
20%

Source: SGIS, HPELS UNI
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Exhibit 27: Education L evel of | owa Residents

Highest level of school completed or highest degree received (N=1711) - %

40+
35+
30+
25+
20+
15+
10+

ElementaryHigh school Some Bachelor’'s Master’'s Doctorate
or some graduate college or degree degree degree
high school technical

school

Source: SGIS, HPELS UNI

5.3.2. Gambling Behavior of lowa Residents: Exhibit 28 indicates that approximately 62%
of residents had not gambled in lowain the past 12 months. Exhibit 29 shows that the
gambling residents traveled an average of 24 miles (median value of 19 miles) to visit a
casino, with a standard deviation of 19 miles. Average number of times gambled at the most
frequented casino in the last twelve months was 7.9 with a median value of 3.

Exhibit 28: Gambling in lowa

Have you gambled at a casino in lowa in the last twelve
months? (N=1722)

Yes
38%

No
62%

Source: SGIS HPELS UNI
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Exhibit 29: Gambling Behavior of lowans (within thelast 12 months)

Average Median Standard Maximum

Deviation
Distance Traveled® (miles) 24.10 19.00 28.52 300.00
Spending each month on casino gambling ($) 73.30 25.00 314.93 5000.00
Largest amount lost in lowa’® 90.62  37.50 42657  10,000.00
Largest amount lost outside lowa’ ® 127.10  25.00 44578  5000.00
Number of times gambled 7.9 3.00 19.64 260.00

a: oneway in or out of lowa to the most visited casino
b: in onetrip
Source: SGIS HPELS UNI

Exhibit 29 also reveal s that the average spending on gambling each month in the last
12 months was $73.30. The median value was $25 and the maximum money wagered was
$5000 per month. The largest amount lost inside lowain one trip in the last 12 months was
$90.62, and the largest amount lost outside lowain one trip was $127.10.

To determine the influence of casino proximity on gambling decisions, three questions
were asked: If a casino was not available in your town, would you be willing to drive to the
next town in lowa? If a casino was not available in your town, would you be willing to drive
to the farthest town in lowa? If a casino was not available in your town, would you be willing
to go to another state to gamble? As Exhibit 30 indicates, 75% of the gambling residents said
they would not drive to the next closest town, and 86% said they would not travel far in lowa
to gamble. Approximately, 75% said they would not travel to another state to gamble, and
56% said they would not have participated in another form of gambling such as bingo or the
lottery in the absence of casino gambling in their area.

Exhibit 30: Gambling Intentions of lowa Residents

If a casino was not available in my area, [ will ....... (%)
188 85:9
1 751 75.1
80 -
70 - 55.6 54.7
28 ] 44.4 45.3 @ No
40 + 24.9 24.9 | Yes
30 1 14.1
20 -
10
0
Go to the next Go farther in Go to another Participate in Not gamble at
closest lowa lowa to State to another form all
casino to gamble gamble of gambling
gamble

Source: SGIS, HPELS UNI

In addition, as Exhibit 30 reveals, 45% of the gamblers would not indulge in gambling
if the existing casinos were absent. Finally, to determine the impact on substitute sites, the
following question was asked: If a casino was not available in your town, would you have
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participated in another form of entertainment such as theater, museum, or recreation? Thirty
percent said yes and 69% said they would not participate in another form of entertainment
(Exhibit 31).

Exhibit 31: Retained and Displaced Expenditures

If a casino was not available in your area, would you
have participated in another form of entertainment?
(N=647)
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1% Yes

@30%

69%

Source: SGIS, HPELS UNI

Exhibit 31 indicates that 30% of the gambling expenditures by local residents are
displaced. In other words, this money is taken from other substitute businesses. However,
69% of these expenditures would not have occurred in the absence of a casino. Thisimplies
that the majority of the casino visitor expenditures are retained expenditures. Next, the
residents were asked to provide their opinion on how the gambling tax revenue should be
spent. As seen in Exhibit 32, the majority of the residents were of the opinion that tax revenue
should be spent on public schools, followed by police protection and youth programs.

Exhibit 32: Opinion of Gambling Tax Revenue Allocations

How do you think gambling tax revenue shoud be spent in your local
community? (%
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Source: SGIS, HPELS UNI

Exhibit 32 also shows that 27% of the respondents selected the * Other’ category. This
category lists suggestions made by respondents in addition to the categories offered in the
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