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MINUTES OF THE _HOUSE  COMMITTEE ON FEDERAL & STATE AFFAIRS
The meeting was called to order by Robert H. Milli;mmﬂmn at
_1:30 am/p.m. on March 19 1984in room _519 S. of the Capitol.

All members were present except:

Committee staff present:

Russ Mills, Research Department

Conferees appearing before the committee:

Representative Peterson

Representative Rolfs

Representative Crowell

Vaughn Henry

Charles Samuels

Jim Edwards, Kansas Chamber of Commerce & Industry

Dave Tolle

Jerry Holley, Stauffer Communications, Inc.

Jim Yonally, National Federation of Independent Businessmen
Jonathon Small, Kansans for Parimutuel

Pauline Clifton

Reverend Taylor, Kansans for Life at its Best

J. Elwood Slover, Washburn University retired law professor
Charles Wright

Ed Marling

Bob Groff

Reverend Ted Staudacher, St John's Lutheran Church

Dick Ketterman, Kansas Federation of Humane Societies

The meeting was called to order by Chairman Miller.
HCR5082 - Parimutuel wagering

Mike Peterson gave testimony in support of the resolution which if adopted
would allow the people of Kansas the opportunity to vote to amend the

Constitution to allow parimutuel wagering on horse races. See attachment A.
Representative Peterson distributed a summary of a poll taken. See attach-

ment B.

Representative Ed Rolfs gave testimony in support of the resolution.
Representative Crowell gave testimony in support of HCR5082.

Because of the weather Mr. Vaughn Henry, Professor at Colby Community College,

and Mr. Charles Samuels, Sheriff, Greenwood County, were unable to appear
and will be sending their written statement. See attachments C & D, /A%t

\Received
Jim Edwards, Kansas Chamber of Commerce and Industry, gave testimony in
support of the resolution. This is an issue that the voters of Kansas should
be allowed to vote their preference on. Unlike some groups that might testi-

fy in opposition to this bill, Mr. Edwards said that they don't believe that
the public lacks knowledge on this particular subject and the public would
vote responsibly at the polls. See attachment E.

Dave Tolle gave testimony in support of the resolution. He told the com-
mittee he was a native of Kansas; 1964 graduate of Seaman High Schoo; and
employed by the Santa Fe Railroad as an Instructor for locamotive engineer

training school. He owns six running quarterhorses and would like to have
the opportunity to run his horses here in Kansas. Parmimutuel is vital to
the success of horse racing in Kansas. He told the committee he would like

to express his opinion on parimutuel.

Unless speaitically noted, the individual remarks recorded herem have not
been transcnbed verbatim, Individual remarks as reported hereimn have not
been submitted to the imdividuals appearmg before the committee for 1 f

L'Llllmg or corrections Page
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Jerry Holley, Stauffer Communications, Inc, gave testimony in support of
the bill. Mr. Holley stated that he supports parimutuel wagering in Kansas
as a businessman and as a horseman and feels that the people of Kansas
should decide this question. See attachment F.
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Jim Yonally, National Federation of Independent Businessmen, gave testimony
in support of the resolution. He told the committee that he was President
of the Jayhawk Consulting Services, Inc., who took the poll distributed by
Representative Peterson. He explained how the survey was taken. See
attachment G. When asked if the people in the poll were supporting pari-
mutuel just for horses, Mr. Yonally said he wasn't sure how the question
read, but would provide the Chairman with the information.

Jonathon Small, Kansans for Parimutuel, gave testimony in support of the
resolution and said that Kansans overwhelmingly favor the opportunity to
vote on parimutuel horse racing in their state. Parimutuel horse racing
in Kansas can produce a substantial net return to the state treasury as

well as to local tourism and agricultural economics. See attachment H.

Mr. Small also referred to William T. Terrell's statement on "The Likely
Economic Impact of Parimutuel Horse Racing in Kansas'. See attachment H,.

Pauline Clifton, Wyandotte County, gave testimony in support of the resolu-
tion and stated that according to her own poll people in Wyandotte, Leaven-
worth and Johnson County are in favor of putting parimutuel on the ballot.
Ms. Clifton described herself as an ordinary housewife interested in the
constitutional rights of the people.

Reverend Taylor, Kansans for Life at its Best, gave testimony in opposition
to the resolution. He explained the impact of parimutuel wagering on Law
Enforcement as described by Tom Kelly in a report in 1981 before the Senate
Committee. He showed the committee Nebraska Newspaper articles to show there
is crime in Nebraska due to parimutuel wagering. See attachment TI.

In response to discussion about the rights of people, Reverend Taylor told
the committee they should do what they feel is right for the people of
Kansas, not necessarily what their constituents want.

J. Elwood Slover, Washburn University retired law professor, gave testimony
on the procedure under the Constitution of Kansas for amending the Consti-
tution by resolution of the legislature. See attachment J.

When asked if he felt that this resolution was improperly drawn or if there
was any argument with the people voting, Mr. Slover said that the resolution
was properly drawn and there was nothing wrong with the people voting after
the legislators have given it weighty consideration.

Charles Wright, former Mayor of Topeka, gave testimony in opposition to the
resolution and said that uninformed people believe that parimutuel wagering
will reduce property taxes, provide money for increased teacher salaries,
help elderly and benefit highways. Informed people know better. See
attachment K.

Ed Marling, retired retail furniture dealer, gave testimony in opposition to

the resolution. He said that parimutuel wagering is not economically feasible
and told of his experiences living in the Hot Springs area where there is
horse racing and parimutuel wagering. There is a different feeling among

the people during the racing season.

Bob Groff, Topeka Attorney and member of the Advisory Committee to Kansans
for Life at its Best, in opposition to HCR 5082. See attachment L.

Reverenc 0Olds, Pastor of the Lane Street Church of God, gave testimony in
opposition to the resolution. He told the committee he opposes commercial
gambling because it attracts organized crime, is a form of repressive taxa-
tion, encourages illegal gambling and increases law enforcement costs.
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Reverend Ted Staudacher, Pastor of St. John's Lutheran Church, Topeka, gave
testimony in opposition to the resolution and told of his experiences in the
Chicago area with persons going to the track. If you think Kansas 1is beyond
the criminal element, you are sadly mistaken. This resolution is a loaded
proposition and he told the committee he was glad to be away from Chicago
and to be in Kansas where the lifestyle is different.

Dick Ketterman, Kansas Federation of Humane Societies, gave testimony in
opposition to parimutuel betting because of the hidden cruelty to animals
involved in horseracing and greyhound racing. See attachment Aq

Hearings were concluded on HCR5082.

Representative Vancrum made a motion, seconded by Representative Roe, to
approve the minutes of the March 15 meeting. The motion carried.

The meeting was adjourned.
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HOUSE CONCURRENT RESOLUTION NO. 5082

Testimony - Representative Michaél J. Peterson

Mr. Chalrman, members of the committee, I appreciate the opportunity
to testify in favor of the adoption of House Concurrent Resolution
No. 5082. This issue has been before the Legislature many times

in the past, and as you know would allow the people of the State

of Kansas the opportunity to vote to amend the Constitution to
allow parimutuel wagering on horse races. This guestion will

be placed on the ballot in November of 1984, and if adopted would
allow each county in the State of Kansas to choose again by

popular vote whether or not they would like to have parimutuel
wagering on horse races in their county. This means simply that
the entire state would have to approve the measure, and if approved
each county would have to approve the measure before parimutuel
wagering could legally take place in that county.

This measure has been introduced for two basic reasons. Number
one, no one knows better that the Legislature that the State of
Kansas currently faces financial crises. We are desperately

in need of alternative sources of income. If adopted, House
Concurrent Resolution 5082 would provide a mechanism whereby
revenues could be raised to help offset taxes that are paid by

our already overburdened Kansas residents. Money is flowing out
of the State of Kansas into the states of Nebraska, Colorado,

and Oklahoma, and this money is paylng gas tax, sales tax, property
tax, and parimutuel wagering tax in each of those states. The
residents of the State of Kansas are providing tax relief for our
bordering states, and it is time that the people of the State of
Kansas be given the opportunity to at least vote on a measure that

would provide tax relief for themselves at the expense of people
from other states.
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Secondly, this resolution is offered because opinion polls taken

in the State of Kansas clearly indicate that fully three fourths

of the people feel that they should at least be given the opportunity
to express their opinion on this issue. How can we as their

elected representatives deny them this opportunity when they

have in overwhelming numbers declared their intent.

To belabor the obvious, parimutuel wagering would have a
substantial economic impact on the State of Kansas. Obviously
there would be a need for individuals to operate the tracks,
thus providing a needed stimulus to our unemployment which is
still a major problem. There would be a need for motels,
restaurants, service stations, to serve the patrons of an
individual track. The benefits of this economic development
are obvious, both to the State of Kansas and to the local
government entities.

The issue is clear as I know each member of this committee has
been supplied with statistics and opinions, both for and against
this resolution. I believe that it is time that we allow the
two and one half million people of the State of Kansas to choose
which direction to take. The question is simply do we continue
to tax the people of the State of Kansas, or do we allow them

to choose to tax tourists. Basically and simply, Kansas would
benefit from parimutuel wagering, not because it is forced upon_
anyone, but because it is the choice of those who wager to help
support the State of Kansas and its people. What better method

of taxation is there than a tax or taxes that people choose
to pay?

Kansas is among the national leaders in the Quarterhorse Industry,
| and even has a famous horse race named after it, The Kansas Futurity.
| I believe it is a disgrace that this famous horse race attended
by individuals from all across this nation is run in the State of
| New Mexico. I feel it a disgrace that at least upon one occasion
| the Governor of this state traveled to New Mexico to present the
trophy to the winner of a race that is named after this state.
I believe that this committee would understand the feeling of the
people of Kentucky, if it were announced that the Kentucky Derby
would not be run at Churchill Downs, but that it was to be run
in a neighboring state. I am sure that if this were announced, the
Legislature of the State of Kentucky would have many new faces.

Again, we are not concerned with passing a measure which provides
parimutuel wagering, but only allowing the people to vote on this
measure. As we all know, the vote in the basic tool of expression
in our form of government. It is the essential tool of choice.
The vote is the only true method of measurement of public opinion

on any issue. To allow the people the opportunity to vote is
fundamental to our society.




In a pure democracy, the people would be allowed to vote on all
issues. Knowing how cumbersome and expensive this would be, our
government is representative in nature. We are elected to
represent our districts according to their wishes, and if we
don't, the people we represent are given the opportunity to
reject us, and elect someone in our place.

Our Constitution is our basic law, and because of this we can
amend it only when there is overwhelming sentiment to do so.

The only way to measure the extent of public sentiment, short of

a vote of the people, is by opinion polls. All of the polls taken
on this issue, clearly show that the people do wish to express
themselves. Even a substantial number of those who state they
would vote against parimutuel wagering are of the opinion that

the people should be allowed to make the choice.

All I, and the other sponsors of this resolution, ask is that

the people be allowed to make their choice. Let's put this

issue to rest, and place it in the hands of the people. I don't
know how any of us can conscientiously vote against this resolution.
To do so would tell our constituents that they do not possess

the ability to make a proper choice.

A vote for this resolution simply states to your people that you

trust their judgment. Thank you for allowing me to appear before
the committee.



SUMMARY

SENATOR - Serrxate‘Dist.A ' No.é Selected N/A or Disc. Refused No. Responses Quest. #1 Quest. #2
A Yes No Undec. Yes No Undec.
Gordon - 1 400 73 21 306 226 39 41 135 118 53
Winter - 2 450 120 97 233 200 21 12 134 60 39
Meyers - 8 425 72 67 286 258 16 12 175 67 44
CAllen -11 408 69 50 289 223 38 28 163 87 39
Thiessen - 15 402 : 77 18 307 238 35 34 135 109 63
Karr - 17 430 83 40 307 213 62 32 137 101 69
Parrish - 19 " 408 70 51 287 237 36 14 164 97 26
Montgomery - 21 | 372 59 25 288 215 42 31 144 86 58
Harder - 25 | : 435 - ?2 52 311 184 88 39 83 166 62
Kerr - 33 211 64 26 321 282 20 19 W8 120 53
Zhrlich - 35 429 . - v/ 30 312 245 33 34 1L 91 50
Arasmith - 36 390 53 25 312 270 20 22 165 91 56
Hayden - 120 219 32 9 178 133 20 25 79 52 47
Totals 5,179 931 511 3,737 2,924 470 1,833 1
z 100% 18% 10% 72% (“’7'8%3?%%) fﬁ%‘%%_%




LEGISLATIVE
TESTIMONY

Kansas Chamber of Commerce and Industry 4

500 First National Tower One Townsite Plaza Topeka, KS 66603-3460 (913) 357-6321 A consolidation of the
Kansas State Chamber
of Commerce,
Associated Industries

of Kansas,
Kansas Retail Council
HCR 5082 March 19, 1984

KANSAS CHAMBER OF COMMERCE AND'INDUSTRY
Testimony Before the

HOUSE FEDERAL AND STATE AFFAIRS COMMITTEE
Mr. Chairman and Members of the Committee:
My name is Jim Edwards, Director of Public Affairs for the Kansas Chamber of

Commerce and Industry, and I am here today to review KCCI's policy position on HCR

5082.

The Kansas Chamber of Commerce and Industry (KCCI) is a statewide organization
dedicated to the promotion of economic growth and job creation within Kansas, and to
the protection and support of the private competitive enterprise system.

KCCI is comprised of more than 3,000 businesses plus 215 local and regional chambers
of commerce and trade organizations which represent over 161,000 business men and
women. The organization represents both large and small employers in Kansas, with
55% of KCCI's members having less than 25 employees, and 86% having less than 100
employees.

The KCCI Board of Directors establishes policies through the work of hundreds of the
organization's members who make up its various committees. These policies are the
guiding principles of the organization and translate into views such as those ex-
pressed here.

Pari-mutuel wagering on races is not a new form of entertainment nor likewise is
it a new issue to the Kansas Legislature. It has been reviewed and discussed by the

body several times in past years.
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Once again, the issue has been introduced and I am here to say that this is an
issue that the voters of Kansas should be allowed to vote their preference on. Unlike
some groups that might‘testify in opposition to this bill, we don't believe that the
public Tacks knowledge on this particular subject. We believe therefore that the

public could, and would, vote responsibly at the polls.

Consequently, we urge you to pass this resolution from this Committee with a

favorable recommendation.

Thank you for the opportunity to appear before you today.



MY NAME IS JERRY HOLLEY. I AM VICE PRESIDENT OF BROADCASTING
FOR STAUFFER COMMUNICATIONS, INC., AND A HORSEMAN. I AM ALSO SECRETARY
OF THE KANSAS HIQH SCHOOL RODEO ASSOCIATION. I APPRECIATE THE CHANCE
TO APPEAR BEFORE THIS COMMITTEE, MR. CHAIRMAN. I HAVE WRITTEN COPIES
OF THIS TESTIMONY FOR THE RECORD.

I MUST EXPLAIN THAf I AM FOR THE RIGHT OF THE PEOPLE OF KANSAS
TO VOTE ON WHETHER THEY WANT PARI-MUTUEL WAGERING IN OUR STATE. WE
CAN DEBATE THE ISSUES FOR MANY YEARS AND, IN FACT, WE HAVE...BUT NO
MATTER WHAT ONE'S PERSONAL BELIEFS ARE...THE QUESTION SHOULD BE DECIDED

BY THE PEOPLE OF KANSAS. A QUESTION OF THIS MAGNITUDE SHOULD BE

DECIDED BY THE ELECTORATE.

]
]
]

I SUPPORT PARI-MUTUEL WAGERING IN KANSAS AS A BUSINESSMAN AND

AS A HORSEMAN. MY COMPANY FOR A PERIOD OF NINE YEARS TELECAST THE TRIPLE
CROWN OF QUARTERHORSE RACING FROM RUIDOSO DOWNS, NEW MEXICO...NATIONWIDE
TO MORE THAN 100 TELEVISION STATIONS COAST TO COAST AND BORDER TO BORDER.
I NOT ONLY HELPED PRODUCE THE PROGRAM BUT WAS ON THE AIR INTERVIEWING

NEW MEXICO STATE OFFICIALS, HORSEMEN, TRAINERS, JOCKEYS, ETC. ONE OF

THE IRONIES OF THIS NINE YEAR PERIOD IS THAT THE SECOND JEWEL OF THE
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TRIPLE CROWN OF QUARTERHORSE RACING IS THE KANSAS QUARTER HORSE
FUTURITY, AT THAT TIME, THE 2ND RICHEST HORSE RACE IN THE WORLD AND
IT HAD TO BE STAGED IN NEW MEXICO BECAUSE OF THE ANTIQUATED LAWS OF
KANSAS. 1IT IS STILL ONE OF THE TOP QUARTERHORSE RACES IN THE WORLD
AND IT IS STILL RUN IN NEW MEXICO.
I HAVE BEEN ACCUSED BY OPPONENTS OF THE BILL, AS BEING ONE OF
THOSE MONEY-THIRSTY HORSEMEN WHO WANT TO ROB MONEY FROM THE POCKETS
OF THE POOR IN KANSAS. I HARDLY SEE HOW MY 12-ACRE QUARTERHORSE
BREEDING STATION WOULD BE A THREAT TO ANYBODY INCLUDING THE OPPOSITION.
WHILE PRODUCING THE RACES IN NEW MEXICO, I WAS ABLE TO SEE
FIRSTHAND THE EXCITEMENT GENERATED NATIONWIDE BY QUARTERHORSE RACING.
I WAS ABLE TO TALK TO THE GOVERNOR, LT. GOVERNOR, MEMBERS OF THE
STATE FAIR BOARD, THE LEADER OF THE NEW MEXICO HOUSE OF REPRESENTATIVES,
WHO BY THE WAY, IS A TRANSPLANTED KANSAN FROM PAOLA, AS TO THE BENEFITS
THE STATE OF NEW MEXICO GAINS FROM THE TAXES AND TOURISM FROM HORSE
RACING.
EVERY SINGLE THING THAT HAS A BAD CONNOTATION HAS BEEN LEVELED
AGAINST THESE GOOD PEOPLE WHO ARE HONEST HORSEMEN OF KANSAS. A STATE
WHICH HAS FOR YEARS PRODUCED EXCELLENT STOCK AND FINE RACING QUARTER-

HORSES. SCARE TACTICS HAVE INCLUDED THE THREAT OF ORGANIZED CRIME,



1“3 POOR WAGE EARNER LOSING HIS MONEY AND NOT BEING ABLE TO BUY THE
FAMILY GROCERIES. STATE OFFICIALS HAVE BEEN MISQUOTED OR THEIR REMARKS
HAVE BEEN TAKEN OUT OF CONTEXT.

j KANSAS IS ALREADY SURROUNDED ON THREE SIDES BY STATES THAT HAVE
PARI-MUTUEL WAGEBING. THE BUS TRIPS FROM WESTERN KANSAS TO DENVER,
FROM NOTHERN KANSAS TO NEBRASKA, FROM SOUTHEAST KANSAS TO HOT SPRINGS,
ARKANSAS, AND PRETTY SOON THE SOUTHERN HALF OF THE STATE INTO OKLAHOMA
CONTINUE TO SIPHON MORE AND MORE TOURIST DOLLARS AWAY FROM KANSAS, WITH
EDUCATION, OUR HIGHWAY SYSTEM AND THE ELDERLY BECOMING THE BIG LOSERS.

IT IS TIME FOR THE LAWMAKERS OF KANSAS TO REALIZE THAT THERE
HAVE BEEN TOO MANY PUBLIC OPINION POLLS, POLLS TAKEN JUST THIS YEAR,
THAT INDICATE THAT WITHOUT A SHADOW OF A DOUBT, THE PEOPLE OF KANSAS
WANT TO VOTE ON THIS ISSUE. IF THE QUESTION LOSES IN A STATEWIDE
ELECTION BY THE ELECTORATE...SO BE IT. BUT FOR THE GOOD OF PROPER AND
SANE GOVERNMENT, AT LEAST LET THE PEOPLE HAVE A CHANCE. THE ISSUE IS
TOO BIG TO BE DECIDED BY A COMMITTEE OR BY THE OPPOSITION. IT SHOULD

BE DECIDED BY THE PEOPLE OF KANSAS. THANK YOU.
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TESTIMONY BEFORE THE HOUSE FEDERAL AND
STATE AFFAIRS COMMITTEE ON HCR 5082

JIM YONALLY

Mr. Chairman, members of the committee, my name is Jim Yonally,
Director of Goverumenlal Relations for the Kansas Chapter of the
National Federation of Independent Business. Our legislative program
is based upon a vote of our (approximately) 9,000 members.

Our members voted, on our 1983 ballot,that the legislature
should approve a resolution on pari-mutuel wagering and place this
issue on the ballot. Our vote was 75% in favor, 23% opposed and 2%
undecided.

Mr. Chairman, [ am also president of Jayhawk Consulting Services,
Inc., a company that does public opinion polling, in addition to
lobbying services. We were contracted by Kansans For Pari-Mutuel
to conduct polls, on the issue of pari-mutuel wagering, in twelve (12)
senate districts and one (1) house district. We randomly selected
approximately 400-450 telephone numbers in each senate district. This
number (400) gives us a statistical reliability of approximately 95%.
In other words, if a similar poll was conducted 100 times, you would
expect to get the same results that we did on 95 occasions. The
other 5 times you would gel different resultls, one way or the other.

Within each senate district, the results were sub-divided into
House of Representative districts. Obviously, the reliability of
the polls is significantly less since it's based on a much smaller
sample, In some house districts several hundred calls were made,
and in some there were less than 20. The most important figure,
of course, are the state wide totals. Based on over 4,000 telephone
numbers, the reliability is extremely high.

I stil1 retain the original worksheets for these polls and would
be happy to show any legislator the telephone numbers called, go
through their local directory polinting out the "randomness" of
their selection, and allow them to re-call these numbers and make
their own tally. [ will not disclose the response from any individual
respondent, but I am confident that the results (of the total sample)
will be the same as what we have reported.

P.5. The exact wording on the 1983 NFIB/Kansas ballot was, "Should

the Kansas Legislature approve (for submission to voters) a constitutional
amendment to allow pari-mutuel wagering on horse/dog racing on a county

option basis?t

Thanks for allowing me to submit this written statement. /Q%;/? C;
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‘ Trust The onplz

Let :.' Yote!
PARI- MUTUEL



STATEMENT IN SUPPORT

1984 HCR 5082

March 19, 1984

Jonathan P. Small
Attorney/Lobbyist

KANSANS FOR PARI-MUTUEL
RAMADA INN DOWNTOWN, SUITE 34
TOPEKA, KANSAS 66603

"The basis of our political system is the
right of the people to make and to alter
their constitutions of government."

GEORGE WASHINGTON

Farewell Address to the People
of the United States
September, 1796.
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Mr. Chairman and members of the House Committee on Federal and
State Affairs:

I am Jonathan Small, registered lobbyist and attorney for
Kansans for Pari-Mutuel (KPM), a non-profit organization of over
1200 Kansans from all corners of the state dedicated to the pPro-
position that the citizens of Kansas should be allowed to exercise
their right to vote on the constitutional amendment to allow pari-
mutue]l horse racing in Kansas. In this 1984 Session, KPM strongly
urges your favorable approval of 1984 HCR 5082. Several key
points in addition to those I have discussed with you individually
are offered here in support thereof:

1. Kansans overwhelmingly favor the oppdrtunity
to vote on pari-mutuel horse racing in their state.

As we approach the end of the twentieth century, Kansans can
appreciate that 35 states now have pari-mutuel racing and that 83%
of the population of the United States enjoy pari-mutuel racing in
their home state. Currently, Nebraska and Colorado allow such
racing activities. It is not suprising to many of us that a
significant contribution of Kansas dollars is and will continue to
be made to the economies of those states.

The people and the legislatures of those states are not so
dissimilar from us. Could they sincerely permit such a recreational
activity if it truly were not healthy for them? We have lived
coextensively with them for a good many decades, in this Union of
ours, and while they may do some things differently than we do,
their judgment on such a fundamental issue is not, nor does it
even approach, being suspect.

Kansans from all across our state understand this and the
issue before you. The surveys taken earlier in the year (Exhibit
A) demonstrate statistically that the clear majority of Kansans,
whether they agree totally with the pari-mutuel issue or not, want
to vote the matter once and for all.

: It is this same body of citizens who further understand the
fundamental issue at its critical level: The Kansas Constitution
belongs to the people of Kansas, it is their right to examine
certain issues of state-wide concern and to participate with the
legislature in adjusting such provisions thereof as the majority
wish.

BUSINESS OFFICE: RAMADA INN DOWNTOWN e 420 E. 6TH e SUITE 34 « TOPEKA, KANSAS 66607
MAILING ADDRESS: P.O. BOX 2008 ¢ TOPEKA, KANSAS 66601  TEL. (94‘3) 233-1984




The bingo experience makes for an excellent and timely com-
parison. Kansans examined that issue with maturity and intelli-
gence and authorized the necessary adjustment, much to the enjoy-
ment of literally thousands. There is no reason to believe (nor
can one be offered) that we cannot do so again. Indeed, as the
attached surveys persuasively reveal, Kansans are themselves,
convinced of their ability to deal with the matter in the only
form our Constitution guarantees to them: the voting booth.

2. 1984 HCR 5082 embodies two significant provisions
to safeguard local interests.

A. The proposed resolution before you (1984 HCR 5082) addresses
local concerns which may arise with a carefully structured mechanism
to prevent the pari-mutuel racing activity from being conducted in
any county where a majority of the voters simply do not want it:
i.e., the "county option."

We know that some particular areas in Kansas are keenly
interested in having pari-mutuel racing in their county: e.g.,
Wyandotte, Johnson, Sedgwick, Greenwood, etc. However, as we all
know, it takes a two-thirds majority in both houses to permit a
vote for any constitutional amendment. What this amounts to is
that some, even though their particular location may never approve
the activity, will prevent everyone else, including those who do
want it, from enjoying it in any fashion, save the long and expensive
trip out of state.

B. 1984 HCR 5082 also entails a specific type of pari-mutuel
horseracing: non-profit. What this simply and effectively provides
is a device to eliminate the oft-suggested problems of possible
"organized crime." For as long as this issue has presented itself
before the Legislature, opponents have continually hypothesized
that pari-mutuel horse racing, even non-profit, will bring with it
the dark side of society. Curiously, they have never proferred
evidence to support that. Nebraska racing and law enforcement
officials, who have lived with non-profit pari-mutuel horse racing
for nearly a half century have clearly over the past few years in
response to inquiries from Kansas, opinioned otherwise. (Exhibit
B).

If there be a motive to attract any "criminal element" whatever,
it is quite simply the profits produced from the activity; if you
eliminate the profit you quickly eliminate whatever enthusiasm you
have from any would be criminal element, assuming of course that
there would be one to start with.

3. Pari-mutuel horse racing in Kansas can produce a
substantial net return to the state treasury as well as
to local tourism and agricultural economics.

Dr. William T. Terrell was commissioned in 1980 to examine
the potential economic benefits pari-mutuel horse racing would
have for Kansas. His exhaustive and well-reasoned analysis is

attached as Exhibit C. Here are a few of the benefits which can
be reasonably expected:
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(a) nonrecurring capital investment in Kansas: $220,000,000;

(b) new direct and indirect state revenue from all taxes:
$32,629,621:

(c) new Kansas personal income recurring annually: $193,567,930;

(d) new employment: 9,583

4. There are a number of recurring arguments addressing
social concerns which should be examined more carefully. I have
attached Exhibit D in which these social concerns are outlined and
addressed in the proponents' viewpoint.

Your approval this day is requested not as a vote for or
against pari-mutuel wagering. Rather it is a plea to you to give
Kansans an opportunity at last to participate in the constitutional
process of our state. Let the people of Kansas have their say
about their state's policy on pari-mutuel wagering.
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s/hawk Consulting Services, Inc.
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Dear RS
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@
As you may kuow, Jayhawk Consuliing Scrvices was cmploycd Lo
conduct a public opinion polt in your lepriglative district on
the lusuc of pari-mutucl pambling in Ransas,

A

w0

The process by which the poll was conducted was as 'ollows:

L. Using the maps provided by the Lepislative Hesearch
Depurtiment, the population was determined (using Lhe
LUBY - Federal Consus) For cach city listed., For citieu
off less than L,uU00, the populatlion of Lhe Lownship was
used,

2. Une telephone nanber was randomly selected lor each
LOU people (approximate).

3. Tulephone calls (copy of question rorm 1s altached)
Cwere made Lo unwnswered nunbers at least 3 Limes oun

al teast 2 different days.

The results of the poll in your disleict are presented on Lhe
ffollowing payeu.

L' you hiwve any qQuestions ceparding Lhe details off Lhis poll,
please Uewl Uree Lo cunbacl e,

Sincerely,

S Yty
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PARTI-MUTUEL SURVEY QULSTLONS

Hello, my name 1is and your ctelephoue number hus

buen randomly selecrted to participate in a pullic Oplnlun poll on
the question of pari-mutuel gambling in Kansas.

1.

Pari-mutuel gambling is an issue chat has been debated by the
Kansas legislature for several years. Should the legislacture
adop~ a resolucion that would permit Kansas voters to vote
on tuls issue at the uext election?

Yes No Undecided

If such an election were approved and held tomorrow, how would you
vote?

Yes No Undecided ,

Why do you take that position?

~

r - o —
hale o dﬂbﬁ}f chisfquesciof ™ B We rofcurious - do you

ch oufself a R public emocrat Ar Independent?
—_— £

i1 . - v
Restphbiebedpidraiit - HemoTTdaY v Indepéngent———
Our final question - have your let your senator or repcescntative

know how you feel about this issue by talking to them

s WULLLNE o
leccer, signing 4 pecition or auy such means?

Yes No No Answer

/

“:74 " /% }/5)LL /.



.

SUMMARY

SENATOR - Senate Dist. No.s Selected N/A or Disc. Refused No. Responses Quest. #1 Quest. #2
o Yes No Undec. Yes No TUndec.
Gorden - 1 400 73 21 3C6 226 39 41 135 118 53
Winter - 2 450 120 97 233 200 21 12 134 60 39
Meyers - 8 425 72 67 286 258 16 12 175 67 44
Allen -1 408 69 50 289 223 38 28 163 87 39
Thiessen - 15 402 : 77 18 307 238 35 34 135 109 63
Kerr - 17 430 83 40 307 213 62 32 137 101 69
Parrish - 19 " 408 70 51 287 237 3% 14 164 97 26
Montgomery - 21 372 59 25 288 215 42 Bi 144 8 58
Harder - 25 : 435 - 72 52 311 184 83 39 83 166 62
Kerr - 33 411 64 26 321 282 20 19 148 120 53
Thrlich - 35 429 . : 87 30 312 245 33 34 171 91 50
Arasmith - 36 3% 53 25 312 270 20 22 165 91 56
Hayden - 120 219 32 9 178 133 20 25 79 52 47
Totals 5,179 931 511 3,737 2,924 470 1,83
: 100% 189 10% 728 @ﬁﬁ% @.ﬁg—fg}




The Michita

aqle-1

eacon

WICHITA, KANSAS 67201,

SUNDAY, JANUARY 1,

1984

'2"'3 ..

' ek | ] |

Kansas Survey "

WILLING TO PAY
HIGHER TAXES
FOR EDUCATION

Willing -

Unwilling ™)

No Answer

QuALITY
EDUCATION
KANSANS’
MAIN CONCERN

27

Very
Important

Somewhal Not No

Heré ’s How Kansans
Feel About State Issues

LIQUOR BY THE

DRINK
260
_ i 33
Favor Oppose  No Aaswer

Oppose No Answer

STA r£ FUTURE 4
W FOR YOURSELF
LOTTERY DY  AND FAMILY

Optimisiic

Important Impoitant Answer

“SENATOR NANCY
KASSEBAUM
PERFORMANCE

Approve  Disapprove No Answer
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QUOTES FROM OUR NEIGHBORS , .

*

"We have no particular problems brought on by the racetrack.
There is a minimal problem caused by the influx of people in

and out of the city because the track does draw a tremendous
amount of out-of-town visitors."

Richard R. Anderson
Chief of Police

Omaha, Nebraska

"Pari-Mutuel horse racing has not brought with it any criminal
element. In Hot Springs during the racing season, we have the

same problem you have in Norman and Stillwater during the foot-
ball season - a traffic problem,"

Clay White
Former FBI Agent &
Garland County Sheriff
Hot Springs, Arkansas

"There is no organized crime involvement in Arkansas racing. No
one has ever even made that allegation."

Byron Freeland
Investigator
Arkansas Racing Commission

"T have been in Toledo some 14 years and I can't remember any
news media story reflecting adversely on the operation of Raceway
Park here or indicating any unusual criminal activity."

Kent J, Galvin, Director of Public Relations
Toledo éhamber of Commerce
Toledo, Ohio

BUSINESS OFFICE: RAMADA INN DOWNTOWN e 420 E. 6TH o SUITE 34 » TOPEKA, KANSAS 66607
MAILING ADDRESS: P.O. BOX 2008 e TOPEKA, KANSAS 66601 o TEL. (913) 233-1984




"We consider Churchill Downs a significant asset to this
community and do not in any way associate it with a criminal
element, Churchill Downs and its predecessor track have been
in operation for more than 100 yesrs, It is Louisville's
number one tourist attraction and a popular recreational
facility for local residents of all ages".

Clara Allen, Research Dept,
Louisville Chamber of Commerce
Louisville, Kentucky

"The old bugaboo that racing attracts a lot of criminal element
is simply not true as far as Omaha is concerned, Racing at Ak-
Sar-Ben receives excellant supervision, outstanding policing,
and serves as a popular form of recreation for thousands of
people who live not only in Nebraska and Iowa but all of the
surrounding states, I doubt that there is any sport so closely
supervised and well-policed as Throughbred racing.,"

Keith Carter, Executive Vice-President
Greater Omaha Chamber of Commerce
Omaha, Nebraska

"...the economic impact of horseracing on the economy of

Arlington Heights is very positive. We have had no undue amount of
problems with undesirable people nor has there been any increase
in crime and other problems. 1In Arlington Heights, we feel that
the race track is a very definate asset to our community. If

there were any problems to be noted, it should be that concerned
with traffic congestion just before and right after each day's
races, "

Earl W, Johnson, Executive Manager
Arlington Heights Chamber of Commerce
Arlington Heights, Illinois
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State of. ARKANSAS Recine Commission.

1 Have vou exnerienced any nroh'emns w}fh orFrani zed
crime in their recing onersti-ns? N

2. Source of information? Track Security .

3. Have they experienced any race track re'sated criminal
activity? . NONE . |

L,, Has their been any di.scussion made in theiy statg that
racing has further disadvantaged the poor in their
racing area? very little,

Joan Baldwin
Name of person contacted: .

' ) Supervisor Arkansas Racing Comm.
Date: 3-16-8) Time: 12...0 PM__-

i

Arkansas Racing Commiasion

Hot S»rinrs, Arkensaes
(501-623-1199)

Ms. Baldwin waes contacted bv nhone this date- from the
Kansans For Pari-Matiie® office here ir Toneks., She
renorta nn khownh organized crimina activityv in the
Litt e Rock arers due tn the treck there or ntherwise.

Due to exce''ant track securitv thev have evnerienced
no criminsg’® activitv at the track Af anv kind.

There hes been verv "itt e comn’aint nf thre racing onerati-n
further dissdventaging the vnnar. Converse'v. the aress
economy is much better due tn tre track and ncal officia’s
have only praise for their racing one ations.

We have nermission to nse Ms, Ra’dwins nsme and information,

5. There aré not anv finencia® nraob’ems at the Hnt Sorings

facilty,

. 6607
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State of NEBRASKA Racine Commission,

1. Hsve you exverienced anv nrobhlemns with orgenized

crgme in their recing nnersti-ns? None has ever surfaced
and none has ever been nrosecuted,

5. Source of information? _Comminity hased hon-nrofit
rargani zati ne resnnansibe for trace onerat’ -ng,

3, Have they experienced any race track re'sted criminal
activity? No L

L., Has their been any discussion made in their state that
racing has further disadvantaged the poor in their
racing area? _There are a'ways those fo ‘be found who
would be better off if they did not freouent tracks.
However, in Nebraska it is minime’ and not & nredominsnt

Name of person contacted:_Dennis Oeschloger

L Executive Secretary (L02-471-14155)
Date: 3-16-8) Time: 1.n"PY .

Nebraska Rscing Commission
State Canito™- ‘

Linco'n, -Nebraskes
(LN2-171-72311)

L. (Cont) problem, Those who can afford to go to the track
are those who make it go.

5. There are three (3) Quarter Horse tracks in Nebraska that

do not show & "arge nrofit nor are AHr were thev bnilt

to make such nrofit, Thev were created to bolster "ow
nopu’ ated and denressed areas nf the estate. They have

" peen succesafu’ for the burnnse ot which” thev wvere
Pui't ss. the economv of 811 these areacs has been ‘mnroved,

We have mermission tn ounte Mr, Oesch’ oger,
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‘VIII

MORAL AND SOCIAL CONCERMNS

Since the proposal of any form of gambling receives objections based upon
religious considerations, it was thought appropriate by the President's Commis-
sion on the Review of the Mational Policy on Gambling in America (1976 Peport)

to ascertain the source of these objections. The following is taken from pages
164-165 of that report:

" I. SOURCES OF AUTHORITY FOR MORAL VIEWS ON GAMBLING

All the religious bodies surveyed hold the Bible to be

central, not ultimate, as the liter-ary source of autho-
rity for ethical principles; however, there is no specific
Biblical commandment: 'Thou shalt not gamble.' -

The absence of any clear prohibition or extensive discus-
sion of gambling in the 01d Testament books of law, the
teachings of Jesus, of the writings of Paul would seem to
indicate that in those Biblical periods most fruitful for
ethical determinations, gambling was not considered a
serious threat to religious faith or social order. Where
a gambling ethic exists in a religious body considered in
this study, it arose in post-Biblical milieus when gam-
bling was perceived to be a subverter of the individual
character and the socio—economic order believed intended
in Biblical ethics."

QONCLUSION: Based upon the above precepts, it is understandable that there are
some religious groups who oppose parimutuel wagering. It is interesting to
note, however, that many religious groups were in the forefront of the movement
to permit bingo in Kansas. The logical question to arise is—how or why is one
type of wagering acceptable to a religious group, but another is not?

Motwithstanding the fact that there is no specific Biblical commandment
prohibiting gambling, there have been expressions of social concerns about
gambling by various religious organizations. To place these concerns in

proper perspective, the next several pages discuss specific social concerns
which have been raised.

It is submitted that after a review of these concerns, any objective reader
will agree that there are no studies or statistics that one may use to document

these concerns; that they are just that—justified questions, but not of such a

nature as to require Kansans to foreqgo the known benefits that will accrue both
to the economy and to state revenues.

B



SOCIAL CONCERNS

The social concerns that have been expressed in conjunction with the sub-
ject of parimutuel wagering can be categorized as (1) those pertaining to crime
and law enforcement problems, (2) its effect on welfare and those in the lower
economic levels and (3) the encouragement of those allegedly suffering from a

sychological disorder, referred to as "compulsive gambling." Each of these
will be explored by the following questicns and answers:

ALLEGATION: Parimutuel attracts organized crime.

FACT : An oft-made claim is that organized crime profits from racetrack
operations. While this may be true in some states allowing pari-
mutuel horse racing, it is not true in Nebraska, which has the
only non-profit parimutuel horseracing system in the country.
Omaha, Nebraska's police chief, Dick Anderson, who has cne of the
fastest growing tracks in the country in his city, indicates there
is no organized crime element in his city because of the Ak-Sar-
Ben racetrack. His reason: Nebraska parimutuel is non-grofit
racing. Without profit in the track operations, there is no
incentive for organized crime to become involved.

indicates they have tight security on all their licensing and track operations:
—EBEach track has its own security system and personnel;

—--The Nebraska Racing Commission is tied into the National Crime
Computer system network and when the Commission wants to know
whereabouts of certain bookies or undesirable personnel, they
have instant access;

—Nebraska fingerprints every employee, jockey, trainer, groom and
track official who wants to work in racing. Ketterer: "It is a
hassle for the honest ones, sure, but one of the prices we pay for
keeping our racing clean. MNobody seems to mind much."

—Racing officials in Nebraska are prohibited by law from placing
bets anywhere in Nebraska.

—Racing Commissioners cannot race their own animals and cannot
bet on horses anywhere in Nebraska.

—Nebraska requires by law that track proceeds in excess of that
needed to pay salaries and expenses of the track be used either
for capital improvements to the track or stables, or to charity;

—--Ak-Sar-Ben does not run Sunday races; strictly Monday through
Saturday racing;

12




ALLBEGATION:

FACT

COMCLUSION:

SOCIAL CONCERNS (cont'd)

Parimutuel racing has law enforcement problems.,

Perhaps in other states, but NOT IN NEBRASKA. Nebraskans in
positions of authority who know parimutuel's impact state:

"Racing is the best policed sport in the world. We do not have
the criminal element because racing in Nebraska is non-profit and
must be sponsored by non-profit civic organizations. It is de-
signed to help our number one industry, which is agriculture." (J.
Morton Porter, Executive Director of the Mebraska Racing Commis-

sion, in the Quarter Racing Record, July, 1976)

“The old bugaboo that racing attracts a lot of crimimal element is
simply not true as far as Omaha is concerned. Racing at Ak-Sar-
Ben receives excellent supervision, outstanding policing and
serves as a popular form of recreation for thousands of people who
live not only in Nebraska and Iowa but all of the surrounding

states." (Keith Carter, Executive VP, Greater Omaha Chanber of
Commerce, ibid, 1976)

"We have no particular problems brought on by the racetrack.
There is a minimal problem caused by the influx of people in and
out of the city because the track does draw a tremendous number of
out-of-town visitors."” (Richard Anderson, Chief of Police, Omaha,

ibid, 1976).

"As states have made available legal horse tracks ... there is
no evidence that this has made the enforcement task of police

harder or easier." (Gambling Law Enforcement in Major American
Cities, National Institute for Law Enforcement and Criminal Jus-

tice, LEAA, U. S, Department of Justice, Sept. 1978, p. iv.)

Well-supervised and requlated racing with non-profit organizations

can be a financial contribution to daily life in Kansas, without law enforce-

ment problems—just as it is in MNebraska.

If Kansans approve a Nebraska-style system, the state legislature will set

up the framework within which the tracks shall operate. Organized crime cannot

move into a state where laws prohibit the environment within which crime ope-

rates,

13



ALLIGATION:

FACT

FACT :

COMCLUS ION:

SOCIAL CONCERNS (cont'd)

Parimutuel wagering "robs the poor."

Parimutuel horseracing is no more a “"robber" of the poor than the
state sales tax--which everyone pays, rich or poor. It is less

regressive than bingo--which is legal in Kansas. As Professor
Terrell points out:

"If the amount of tax as a proportion of total income for all
persons in a given income class tends to increase as higher income
classes are examined, the tax is said to be progressive. Alter-
nately, if the tax proportion of income decreases as income in-
creases, the tax is regressive. . . . This is the case of horse
track wagering. . .. There the percent who bet (the participa-
tion rate) generally increases with income and levels off at a
family income of $20,000 (in 1974 dollars) . . . . Relative to
other games, numbers and sports cards are highly regressive.
Lotteries, bingo and horse book(ies) show medium regressivity.

Horse track betting shows relatively low regressivity." (Terrell,
p. 11, 14)

"First, bingo is nearly twice as regressive as on-track parimutuel
wagering. Not only has Kansas already legalized bingo, but the
state recently increased its share of the bingo takeout (tax)."
(Terrell, p. 14)

Parimutuel does not "rob" anyone. More middle-income patrons play

parimutuel than do low-income, All bets in a parimutuel system are voluntary;

no one is coerced to attend.

14



ALLDGATION:

FACT

FACT

FACT

COMCLUSION:

SOCIAL OONCERNS (cont'd)
Parimutuel wagering will increase welfare rolls as poor people
lose their money and are forced onto welfare.

MOT IF NEBRASKA'S SYSTEM IS AN EXAMPLE! In a February 2, 1981
phone conversation with Mr. Michael Healey, Director of the
Douglas County (Omaha) Social Services Department in Omaha, Mr.
Healey was asked that question and said in the 13 years he has
been in that job, he has seen an increase in welfare rolls in his
county of less than one percent:

"Increases have come mostly in (the cost of) food stamps.
Parimutuel wagering has been here for 40 years. In fact,"
Healey said, "we've been asking our legislature for authority
to levy a local-county 1/2 cent sales tax for police and fire
needs. If welfare rolls had increased, I could have used such
increases in my justification for the tax levy. But they have
not. In fact, my slowest two months of the fiscal year in
terms of requests for emergency supplemental aid for welfare
receipients is May and June—which is right during the 60-day
racing season at .Ak-Sar-Ben racetrack." Healey said he would
be hardpressed £o justify a request for a sales tax for his
county solely on welfare increases because he could not show
that parimutuel has increased the Douglas County welfare

Welfare in Mebraska is still administered at the county level.

In a February 2, 1981, telephone conversation with Ginger Goomis
of Nebraska's Research Department, she indicated Nebraska has no
research which might show the effect of parimutuel racing on
Nebraska's welfare costs, and, in her opinion, there "is no
rolls in Nebraska."

Actual fiqures of increases in statewide General Assistance (GA)
in Kansas between July 1, 1979 and July 1, 1980 are:

TOTAL PERSONS* TOTAL PERSONS* PERCENT*
on GA, 7/1/79 on GA, 7/1/80 INCREASE
4,539 4,680 3.7%

Parimutuel does not add significantly to Nebraska welfare rolls

and there are no statistics to indicate an increase would happen in Kansas if

Parimutuel is implemented.

(*Source:

Governor Carlin's 1981 Budget Document)
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SOCIAL COMNCERMS (cont'd)

ALLEGATION:  Low-income Kansans relying on social services benefits will spend
their relief money on the tracks.
FACT : The foregoing allegation stereotypes General Assistance recie-

pients that is not borne out by the facts:

CGHARACTERISTICS OF GENERAL ASSISTANCE CASES*

KANSAS
GA 1976 GA 1977

SEX

Male 55.9% 48.9%

Female 44.1% 50.8%
RACE

White 69.7% 68.2%

Black 27.1% 29.4%

American Indian 1.3% 0.7%

Spanish Surname 1.7% 1.6%
EMPLOYMENT STATUS

Fulltime 4.7% 3.1%

Part time 6.9% 6.4%

Incapacitated 40,2% 46,0%

Needed in Home 2.4% 1.2%

In School 1.5% 1.7%

Layoff 0.4% 0.2%

Can't find work 43.9% 41.0%

CONCLUSION: If one takes the statistics from the previous page, indicating
that in 1980 there were some 4,680 individuals on general assistance in Kansas,
and if the statistics hold true, then only about 2,500 Kansans on welfare would
be physically able to go the the track, let alone bet! This is less than
1/10th of one percent of the state population! It assumes all poor people are
addicted to horseracing. Not all will want to go, or be in a position to go to
the track.

(*Source: GA Characteristic studies, 1976-77; prepared by SRS Research &
Statistics Section. Date: January 23, 1979)
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SOCIAL CONCERNS (cont'd)

ALLBGATION:  Parimutuel wagering will increase the incidence of compulsive
gambling.

FACT ¢ There are few scientific studies to substantiate the claim that
compulsive gambling increases with availability of gambling.
Most compulsive gamblers suffer from character disorcers. Psy-
chologists, however, cannot determine whether gambling is the

cause of the disorder or the result with gambling as the outward
manifestation of the disorder.

“The most authoritative study on Gambling In America prepared by the 1976
President's Commission on Gambling in America stated:

"Estimates of the numbers of compulsive gamblers in the United
States are doubtful authority. The most commonly cited one is
the Gamblers Anonymous, which claims there are between 6 and 9
million. The organization ¢ites no basis for this figure. But
in the absence of more creditle estimates, it has received wide
currency. Mo estimate exists of the extent to which wide spread
legalization would affect this number. (Emphasis added)

The report continued and developed a survey of "a personality-criented
questionnaire" designed to determine whether a respondent to the survey con-
ducted by the Commission was likely to become a compulsive gambler. As a
result of this clinical examination, the report concluded:

". .. It was estimated that 0.77 percent of the national sample
could be classified as 'probable' compulsive gamblers, with an-
other 2.33 percent as 'potential' compulsive gamblers. A projec-
tion of this figure indicates there are approximately l.l million
compulsive gamblers in the nation.

The 1976 President's Commission on Gambling in America had this to say
about compulsive gamblers:

"Edmund Bergler, the first to try to define the compulsive gam-
bler, listed five criteria:

# An attraction to gambling that is chronic, highly repeti-
tive, and totally absorbing;

# An inability to stop when winning;
# A willingness to risk more than can be afforded;

# A pathological belief in the ability to win, usually in
the very near future;

# A pleasurable-painful tension felt between the placing of
a bet and the outcome." (p. 95, emphasis added).

OQRICLUSION: If Bergler is right, the existence or non-existence of legalized
parimutuel racetracks in Kansas will have no effect on the increase or decrease
of incidences of compulsive gambling. The problem gambler craves action—which

is as close as the nearest telephone call to his bookie.
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—Editorials

Let the people decide

There are some things the Legislature
can, and should, do for the citizens of Kan-
sas. And there are some things the people
can, and should, do for themselves.

Among the latter is decide whether to
amend the state Constitution to permit
pari-mutuel gambling.

Advocates for and against pari-mutuel
have focused most of their efforts on con-
vincing the legislators of the merits and
demerits of the issue. To date the legisla-
tors have only zigged and zagged around
the question.

Betting on the dogs and ponies will come
up every year in the Legislature until the
lawmakers realize that the only way to

settle the issue is by referendum. In the last
few days, the Capitol was the scene of a
demonstration, complete with placards. by
about 250 people who kept chanting. “let us
vote,” and “trust us to vote.”

And why not? The people elected all these
legislators, 165 of them, with the implied
condition that they represent their constitu-
ents. What is so frightful about letting the
constituents vote again? .

Let’s get the question on the ballot. then
hear from proponents and opponents. Until
there is an opportunity for the people to
vote this issue up or down, we’ll continue to
get protests, platitudes, and promises. and
waste a lot of valuable time.

!

] a
The Topeka Capital-Journal O Inlon Sunday, March 4, 1984

In God We Trzm~—-i
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Let people
have voice

here is more to a
legislator’s voting
record than being for
or against a certain
issue. Sometimes the way
a person stands on a
certain issue shows a
deeper desire. '
Sen. Nancy Kassebaum
has said she’s against
banning abortions.
Reverand Richard
Taylor is, of.course,
reitterating his stand
against a statewide
referendum on pari-
mutuel gambling and a
state lotte
The County Commission
passed county-wide zoning
without referring it to a
vote of the people as

- Commissioner Marvin

Hatfield had suggested.
It’s an election year and
on both the national and
local level, the freedom of
choice will be a key issue
when the ballots are
counted and the course set
for the next four years.
While abortion, school
prayer, lotteries and
gambling will be the
convers&tion pieces, the

| right of the people to
decide their own fate will

“e the real issue at stake.

&

responsibilities if we're
never allowed to exercise:
our own right of decision
making?

Lotteries, pari-mutuel
gambling and our state’s
archaic liquor laws are

just three areas where the.
- people — rather than the

special interests and
moralistic do-gooders —

“should have the final say.

Kansas tries to project
itself as a progressive,
democratic, picturesque
state. But when tourists
find they can’t attend
private clubs and
furthermore, can’t even
drink on planes flying
above the state, they’re
bound to come away with
negative feelings about
this state.

You may not agree with
pari-mutuel gambling, you
may firmly believe
abortion is murder. As
such you have the right,
nay, the responsibility to

~ let your voice be heard,

But those who do not
believe as you also have:
the same responsxbxlity
It’s called freedom of:.
speech.

¥

It's not that Kassebaum

| is for abortion, she’s
| against the ability of the

government — with the

| stroke of a pen and the

rap of a gavel — to take
away the people’s right to
choose for themselves.
While anti-abortionists

| claim she is advocating

murder, these same
people would not be
willing to adopt the
defective baby of a 16-

* year-old mother who

cannot support and care
for that child.
On the state scene, both

. the County Commission
. and Rev. Taylor seem to

have the same mindset,
Kansans are not capable
of making up their own
minds on what’s best for
themselves and the state,
even though the U.S,
Constitution guarantees a
government ‘‘By the
people.”

Make that, ‘‘By some
people.”

President Reagan came
to power promising to give
the government back to
the people. He said he -
would trim the reams of

| federal beauracracy and
| return more power to the

states. In some cases that
has happened. But what

| good is having

When the people’s right
to decide for themselves is
taken away, so is j
democracy. Those who
claim to know what’s best
have only their own
personal interests and
ambitions to guide them,
They are not

- representative of the

majority, only a very
narrowly-focused minorit-
y.

We elect our -
governments to take care
of the day-to-day business:
of keeping our country
intact and vital. We do not
elect them to arbitrarily
decide that we are not
intelligent enough or well
enough informed to make
the decisions that will
affect us all.

The right of referendum
is one we, the people, have
always had. But over the
years it's gone largely
ignored by those we put
into office.

Maybe it’s time we
elected people to office
who realize that their first
duty is to the people who
elected them, rather than
to the PACs and special
interests who wine and
dine them once they’re in
office,.

Maybe it’s time we all
stood up and said ‘“We

12}
count. "



PARI-MUTUEL BETTING:

By PAUL S. MOSTERT

I am writing about the bill to allow
a referendum on pari-mutuel betting
in the State of Kansas, partially in
response to a Journal-World editorial
of Oct. 20 and partially to supply
some - information not generally
known to the average Kansan.

You have already heard of some of
the direct economic benefits to be
derived from having one or more
controlled race tracks in Kansas.
(We now have some ‘‘bush’ tracks
that are not controlled. I will discuss
these a little later.)

You probably also have heard
about the economic benefits to be ob-
tained from the breeding, training,
and supplies industries that will
flourish should controlled (quality)
tracks be available and an attractive
political and economic environment
for horse breeding be present. (Kan-
sas has an excellent natural physical
environment for the breeding and
raigsing of fine horses.)

In spite of our wonderful physical
environment, Kansas-bred (i.e.,
Kansas-foaled) thoroughbreds sell
for a substantial discount over
similarly bred horses from one of the
major breeding centers, or over
Nebraska- and Arkansas-breds. Hav-
ing been forced to sell my stock in
this market, I am well aware of the
reasons.

LET US REVIEW the reasons ad-
vanced for not introducing pari-
mutuel betting. I do not consider
those who regard betting on the races
a “sin” as answerable. That is
religious conviction which either one
has or does not have. Dancing, drink-
ing alcoholic beverages, holding
hands in public, playing cards, etc.,
are '‘sins’ to some, pleasant diver-
sions to the most of us. Those who
regard any of these as sins are cer-
tainly welcome to their opinions and
can refrain from partaking in them.
Those of us who do not agree will not
force anyone to do any of them.

The main arguments that.I have
heard by persons who are not against
pari-mutuel betting for religious

reasons seem to be based on fears
that an ‘“‘undesirable’ group of peo-
ple will be attracted to Kansas. It is
this argument that [ wish first to ad-
dress.

MUCH OF IT may surprise some of
you. I can confidently, from ex-
perience, tell you that Kansas
already has all the worst that goes on
in the racing and breeding industry.
Pari-mutuel betting with quality,
controlled tracks, and with the entire

Comment

industry overseen by a strong,
knowledgeable, untainted and severe
racing commisson, will drive out
these elements and bring in people
who are dedicated to the betterment
of the breed and the sport. People
like the DuPonts, the Roosevelts, the
Firestones, the Whitneys, the Hunts,
the Gaineses, the Harrimans, etc.,
would never consider Kansas as a
place to run, to buy, to breed, or to
train their horses under present con-
ditions.

You have heard of many of the
unpleasant things that go on “‘at the
track’ — the drugging of horses, the
uses of electrical devices, the moving
of starting gates or tampering with
timing devices to establish speed
ratings, the fixing of races by jockeys
and trainers, etc. These things do, in-
deed, occur, just as unsavory things
occur in any industry. However, at
the controlled tracks, they are illegal
and are dealt with severely when
discovered.

SEARCHES AND survelllance are
frequent, pre- and post-race blood
and urine-testing for drugs are
regularly conducted by first-class
laboratories, and there is a fiim
monitoring of each race, with
penalties assessed for rough or
careless riding, or not attempting to
win, Trainers even possessing drug
paraphernalia or an {njectible
substance will be suspended. (I know
of one trainer who was suspended for
the remainder of a meet for the

Case made for controlled tracks in Kansas

possession of a 100cc bottle of
vitamin B-12 in lquid form.) A
jockey caught with an electrical
device would, in most cases, be bar-
red from racing in the state, and
other racing jurisdictions would most
likely follow suit. Anyone caught try-
ing to fix a race or run a ringer can be
expected to be barred for life from
even entering the grounds.

Yet all of these things go on
regularly and (essentially) openly at
the tracks in the state, such as in the
Anthony and Wichita areas and in
some parts of southeastern Kansas,
where control is minimal to non-
existent. Many trainers in Kansas,
some of whom have been ruled off the. .
tracks in controlled states, consider:
it just part of the training to use elec-:
trical devices to train their horses to
get out of the gates quickly. It ¥
normal practice to give a horse a nar-
cotic the day before a race and then
something (recently ‘‘elephant
juice’’) to hype him up shortly hefore
the race. )

Except for a small aumber of
owner-trainers whose livelihood does
not depend essentially on their in-
come from racing and training, I,
know of no trainer who trains to race:
at the “bush” tracks in Kansas who
can be trusted with a horse of a con~
cerned owner, I would like to see
these trainers and owners who per-
mit such practices driven from the
state and an environment created in
which well-meaning and honest
owners and trainers do not feel com-
pelled to compromise themselves in
order to compete with such unprin-
cipled types.

Only by firm control of the racing
industry in Kansas can thig-be done.
It makes best sense to finance that
control by pari-mutuel betting.

AND THEN people should be
aware that betting would be nothing -
new at Kansas tracks. If you should -
visit one of the tracks in Kansas, you.
will find that you will have no trouble
at all in placing a bet. We hgve the
pre-pari-mutuel form of betting in
Kansas — with all its attendint evils.
The bet-takers (bookmakegs) set up
shop openly (unless is a
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“crackdown,” which comes infre-
quently). They announce the odds on
the horses on which they are willing
to take bets; people line up and place
their bets. No money goes to the
state. None goes for purses, None
goes for breeders awards. None goes
for control. None goes to the track,
unless, as s often the case, there is
some agreement with the track
owners to allow the bookmaker to
operate.

Such bookmakers can exist only
where there is no pari-mutuel bet-
ting.

How infinitely better it would be to
have a small number of non-profit
quality tracks controlled by a
respected state racing commission,
where owners can entrust their
horses with confidence to qualified,
honest trainers, get top rides from
respected jockeys, where bettors can
be assured of the appropriate odds —
determined automatically by the bet-
ting patterns, where horses can race,
undrugged, on a safe surface, and
where the public can enjoy the finest
horses in competition.

IN PARI-MUTUEL betting, unlike
casino gambling or byokmaking, the
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track does not bet in competition with
the public. All money bet goes into
the mutuel pool, with the track acting
as a kind of broker, extracting a fee,
called the take-out, for handling the
bets and for taxes.

Recently, some critics have ex-
pressed an argument against the
take-out (which runs about 16-18 per-
cent at most pari-mutuel tracks).
That money includes about 5 percent
that goes directly to the state for tax.
The remainder goes to maintain the
facilitles, for purses. for breeders'
awards, and for drug-testing and con-
trol. Your point that if a bettor should
“break even,” he or she would *still
get back only somewhere between 80
and 85 cents on each dollar bet" is
correct. But that is not an exorbitant
amount to pay for a half-ddy’s enter-
tainment, No one is required to bet on
any race, but for the $2 bettor betting
on every race on a nine-race card,
the take-out would amount to about
$3or less.

The price of admission is generally
very low (seldom over $2) and park-
ing costs about 50 cents. Most of us
have more than that to spend for a
day at the races. Usually one sets

aside an amount he or she is willing
to pay for the day, and if it is lost, so
be it. Considering the ccst of a trip t
Omaha and return (at 35 cents pe:
mile, $150 or more), a night at :
motel ($35 or more), meals at ;
restaurant ($15-25 or more), the take
out, or even the loss of the entir.
amount set aside for betting, is
very small protion of what th:
average Kansan now spends (out ¢
state) for a ‘‘day-at-the-races."’

THE FINAL argument used by th
critics of pari-mutuel betting is th
lament that there will be people wh
will spend too much of their money &
the track. Indeed, there are thos
who will bet excessively, just a
there are those who drink, eat, driv
fast, play stocks or commodities, ea
sweets, talk, play golf, work, pray
give advice, play video games, sleep
stay up late, watch TV, take drugs «
vitamins, exercise, fail to exercis:
make noise, or remain silent e
cessively. Adults have cvery right t
be frece from Big Brother forcir
them to refrain from an activity th.
is harmless in inoderation ju
because the possibility exists to ove
doit.

The returns from pari-inutuel be
ting in Kansas would be easy acce:
to a high quality version of this n.
tion's — indecd, the world's — mo.
popular spectator sport, and a far;
new industry for the state of Kans;
with a conservatively estimated 8,00
new jobs created. Furthermore, on’
those who enjoy the sport and tal
part in it pay for it. No special :
ducements, tax breaks or the like w-
be required to bring in the industry.

There are pros and cons to t!
question, just as with any questio
However, I am convinced that Ka
sas will be a better place, bu
economically and socially, with pa:
mutuel betting under controlled cc
ditions than it is now without. Kans.
horses certainly will receive bette
more humane treatment.

— Paul Mostert owns a:
operates Westermain Farmas,
thoroughbred horse facility, on Rt.
Lawrence, and is a professor
mathematics at Kansa University.
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S:Z‘hould the ansas Legislature, now in session, permit the voters of this
State to express themselves on the question of parimutiel waaering on
horse races? -

Never, in the 118year history of Kansas, have the pecople had the
privilege of voting tor or against pari-mwutus! racing. The members of the
Kansas Quanter Horse Racing Association (IKGHRA) think it's time volers
had that privitege. The KQHRA is not asking the legislature to legalize pari-
mutuel racing. It is asking the legislature to place a constitutional
amendment on the ballot, which, if passed by the voters, would legalize,
requilate and tax on-track parimutluel wagering, on a counly option basis
at racetracks owned and operated by non-profit organizations. | am not a
mernber of the KQHRA but | agree it's time Kinsas voters had the
opportunity 1o express theinselves on this cucstion.

The KQHRA commissioned Dr. Bill Terrell of Wichita State University to
conduct an in-depth study of the subject. Dr. Terrell concluded that if pari-
mutuel wagering was legal in Kansas it would bring the State %138 million
in new income, cieate 8,716 jobs. and add $20 miliion to state and local
governments. The state tax on money wagered at the track would be
heavy, perhaps 15 percent. That is, 15¢ of each dollar wagered would be
taken out right off the top. The State would get the lion's share and the
remainder would go to pay for the operation of the track. The remaining
85¢ of each doilar wagered wou'd be returned to tha betting public on tha

. One refreshing thing about it is that it would be a self-imposed tax.

y those who play would pay.

\Central Research Corporation of Topeka conducted a poll in each
Congressional District and asked the question: "Do you think the
legislature should or should not act to place an amendment before the
voters of Kansas to permit pari-mutuel betting on a local option basis?" Of
those polled, 61% said the legislature should put the question before the
voters; 30% said it should not; and 9% didn't know. Conclusion: By a
majority of 2 to 1, Kansans want the opportunity to vote on pari-mutuel
racing. .

With that kind cf encouragement at hand, the KQHRA then hired the
public relations firm of Pete McGill & Associates Lo represent it. Head of
the firm is Duane &, "Pete” McGill, former speaker of the Kansas House of
Representatives. His associate, Ron Smith, told me the KQHRA has
already received the support of the Kansas Farm Bureau, the Kansas
Livestock Association and the Kansas Association of Commerce and
Industry in it's effort to let the people vote on pari-mutuel racing.

As KANGAS FARMER seces it, this State has one last chance to break
in to big time, professional sports and that's with pari-mutuel racing. The
only major, prefessional, spectator sport we have is rodeo. We Kansans
seem to delight in going out of the State to spend a lot of our recreation-
entertainment-sports dollars. Not only do we go to Nebraska, Colorado,
Arkansas and New Mexico to the races, we go to Missouri and Colorado
for other professional sporting events. We go to Missouri to watch the
Chiefs, the Royals and the Kings. We go there for the American Royal and
Starlight Theater. We go to Omaha, Denver and Oklahoma City for
whatever is going on. I've done it a lot of times and so have many of you,
and we enjoy it. But, how many of our recreation dollars, spent out of the
State, ever return home to Kansas?

I am not saying we shouldn’t support and enjoy the Royais, the Chiefs,
tha American Royal and other activities, | arn saying let's have a well-

" lated, first-class pari-mutuel racing program in this State (with a good

“uwack just west of Kansas City) to keep more of our recreation dollars at
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home and to get some of those dollars back,

There is ancther reason, closer to home, why | believe a good tacing
program would benclit Kansas, particuiarly rural Kansas. None of the
more than 150 race tracks in the United States could function if it were not
for the breeding farms, tiaining centers and other supporting businesses.
And that's where | believe the big money would change hands in Kansas,

It takes about 1,200 head of race horses on the racetrack grounds to
put on one race meet of S0 days duration. {That's figuring nine races a
day, 5 days a week.) And. many of those horses will “turn over” during the
meel. So, if Kansas had but one racetrack in operation at a time, and the
season lasted 8 months of the year. it would require hundreds, even
thousands, of race horses to do the job. Further, it would requite
thousands of broodmares because the national average foaling rate is
only about 65 percent. To me, that means money at the gressroots. Every
time a broodmare delivers a foal, that is new wealth. Money would change
hands for the purchase and sale of horses, both privately and at public
auction. Money would be spent for stallion fees, veterinary services,
shoeing, tack and supplies, feed and hay, labor, training. hauling, and
other goods and services. Kansas is "a natural” for an expanded horse
industry and we have a good start. | doubt if there is a county in the State
that does not have someone who owns or raises running Quarter Horses
or Thoroughbreds. But now a lot of those horses, owners and their money
have 10 go out of the State to race.

Some KANSAS FARMER readers will be emphatiaily opposed to
the thought of pari-mutuel wagering on races. Others will be ail for it. Each
of us has the right and privilege to an opinion. In the next few weeks the
question of pari-mutuel racing will be discussed in private, in public, in the
press and in the legislature. | hope all such discussions will remain rational
and reasonable. But, they will not. Proponents may point to the miilions of
tax dollars racing would generate as a cure {or State finances. True, any
new revenue to the State would help. But, realistically, the tax dollars
generated by racing would be a small percent of the State’s financial
needs. Opponents may say that the only people to make money from
racing would be those who put on the show. Far from it. Racing would
spawn a total industry and can be compared to the beef cattle industry in
structure. We all know it takes cow-calf operations (broodmares and
breeding fanms); and backgrounding cattle (raising yearfing hiorses), and
feedlots (training centets); before the finished product reaches the
packing plant (race track). Racing would spread new money across the
State to a lot of people in many occupations,

I would like to see the members of the legls!ature give Kansas voters the
privilege of expressing themselves on the question of pari-mutue! racing.
Voters in nearly every other state have had that privilege. Parimutuel
racing is established in 30 states including every state west of Kansas
except Utah. Kansans may want racing by a vote of 2 to | as indicated by
the Central Research Corporation poll. Ct, they may vote it down 2 to 1.
We will never know until the legislature placas the question on the ballot.

Given the opportunity, | will vote “yes” for a wellrequiated, racing
program at non-profit tracks like they have in Nebraska. if racing 1s the
mess some people would have us believe, would our good neighbors ta
the north have tolerated it for 40 years, You can bet they wouldn't.

There is one conflicting point about all this that has never been
explained to me: Why is it permissible in the eyes of State government to
bet on a bingo card but it is not permissible to bet on a horse race?
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THE KANSAS PROPOSITION

During the 1980 legislative session, a constitutional amendmént was

introduced which, 1if approved b; two-thirds of each house, would submit
the following proposition to the qualified voters in a statewide referen-
dum:

Notwithstanding the provis;ons of Section 3 of Article 15 of

the Constitution of the State of Kansas, the leglslature may

permit; regulate, license and tax g%eyhound~dog—fae{ﬁgﬂﬁﬁd~—

horse racing by bona fide nonprofit organizations, with pari-

mutuel wagering thereon, in any couhty in which the qualified

electors of the county have determined, by a majority voté of

those voting thereon, to permit such racing, with such wager-

ing, within the boundaries of such county.
Over the past 20 years legalization debates have maiﬁiy concerned the con-
sequences of various gambling forms from the viewpoints of economiqs, ad-
ministration of justice, social well-being, and human psychology. Evidence
relating to these aspects of any gilven gambling game was either ill-organ—~
ized or nonexistent prior to the 1976 comprehensive report of the Commission
on the Review of the National Policy Toward Gambling. Current legalization
debates are likely to rely heavily upon this comnmission's findings.l- of
direct import to the scope of the study below is the finding that each
form of legalized gambling has its own characteristics, and therefore, each

form must receive separate examination. For this reason, the eventual pro-

Indeed, Gambling in America: The Final Report of the Commission on the
Review of the Natjonal Policy Toward Gambling (Washington, D.C., 1976)
ought to be mandatory reading for legislators.,




position submitted to the Kansas electorate should separate the two ques-

tions at hand: pari-mutuel dog racing; pari-mutuel horse racing.

AN ECONOMIC TNTRODUCTION

The purpose of this study is to estimate the likely economic effects
of on-track pari-mutuel horse wagering in Kansas. 1In particular, the
ultimate objective 1s to offer conservative estimétes concerning thé per-
manent increase in the annual levels of state income, employment, and tax
revéques that are associated with a mature ho;se—racing industry. ‘Kﬁ§$%é§
FIRAGE Ty “1nvolves“expendi tures that: affect-thélevels S 1ncome and ‘employ-
went. in two different fundamental ways.-:First, the industry must be set in
Y;i;EeLVia investment in buildings and equipment;;TThelraciﬁéyiﬁahéffﬁ'will*
évoké‘conéiderable investment on the fart of a) racing associations (the
nonprofit organizations responsible -for track~construction‘énd management),
b) the horsemen (breeders and horse owners), and c) businesses closely linked -
’iotiacing such as leather goods, Qeferinaty services, -animal feed, lodging
taccommodations and food service. LIn the case of Kansas, such new investment
spending is li#ely to involve about $200 million over a ‘five-year period.
While investment spending does provide for the multiple expansion of incomes
beyond the initiai amount spent, the increase 1s temporary in nature. Once
the new investment ceases, leakages from the income stream (savings and out-
of-state expenditures) will gradually debilitate the income effects until
personal income is no greater than it was prior to the nonrecurrent invest-
mwent spending. Second, (and the subject of this paper) pnce the industry is '
iset in place,-increased apending-by‘racing“patfons and horsemen will-provide:
%Tpermanent'increase“in the annual level of income and employment.* Here; some
of the spending is new and recurrent, thus providing an annual source of in-

jection to the income stream, Hence, the ensuing multiple expansion of income



J

is permanent. The economic impact of pari-mutuel racing on the permanent
lJevel of income involves the estimation of new (direct) spending and 1its
multiple expansionary (indirect) influence on income,

States and various regions within states have always sought new
industries in the interest of economic opportunities for local residents.,
In genefal, the criteria for new industry have been associated with the
tems basic and derivative. Basic industries are those that purchase
factors of production in the regional market but sell their output pri-
marily outside the region. Such induatries are also referred to as
export industrie;. Alternatively, derivative'industries are those that
benefit from the expenditure pattern of the basic industries,. However,
in an economic system where all goods and services that satisfy wants are
considered to be the result of productive activity, the basic-derivative
distinction becomes blurred, and the general criterion for new industry

becomes one of economic balance, i.e., the search for industries not now
existing in the region. AS 1in the case of pari—mgtuel horse racing, -the
gélance criterion involves a) the provision of local service§‘ip plaqebpf
fesidents purchasing the same service outside the state; b) the invitation -
6f dindustries that contribute to the variety of occupational_skills which
%;;‘éoﬁhaﬁd a reglonal wage; and ¢) the search for 1ndustries'tha:“conf,

Eribute to economic stability. The horse-racing industry meets a local

recreational need, it employs low to medium skill peréons, and shows a

history of being relatively insensitive to business cycles. 1t is also rela-

tively nonpolluting and {1t provides permanent green belts in urban areas

via the track site, horse farms, and independent stables. 1In sum, the
major economic arguments for establishing pari-mutuel horse racing are

the private benefits of income and employment, and the public benefits of



2
a balanced (diversified) state economy,

The presentation below is divided into several sections., Initially,
pari-mutuel wagering is explained together with the major expenditure flows
that are associated with on-track wagering. This section provides a guide
to the major expenditure flows that will be estimated in subsequent
sections. Following a brief discussion of pari-mutuel Qagering and 1ts
taxation in the United States, racing in Nebraska 1s discussed in éonnec—
tion with an economic comparison of Kansas and Nebraska.. Based on the
national and Nebraska experience with'tacing, and the Nebraska-Kansas com-
parison, projec;ions are made for the demand for pari-mutuel racing in

Ransas. These projections, in turn, lead to the separate estimates of
expenditure flows regarding the racing associations, horsemen, and
off-track travel-related expenditures of racing patrons and other traclk
participants. Ultimately, estimated new expenditures are used in connection
with various multipliers in order to ascertain the total likely effects
of pari-mutuel horse racing on the permanent level of income, empléyment,

and state tax receipts,

PART-MUTUEL WAGERING

Pari-mutuel Qagering was discovered in France during the last half of
the 19th century. Pari is the French noun for stake, and the French ad-
jective mutuel translates into English as mutual, The term retains its
French spelling, and it was never popularly translated into its English

equivalent of mutual stake. WMutual stake wagering was first attempted

2For an excellent discussion of basic and derivative industries and econ-
omic balance as these apply to the Nebraska economy, see The Community
Lconomle Base and Multiplier, Business Research Bulletin, No. 63, College
of Business Administration, University of Nebraska: Lincoln, 1958.




in the United States during the 1908 Kentucky Derby, Due to its desirable
properties ;{a;r‘,_ii-hmu{u'él ‘wagering has become the only form of legal horse i
betting:in the nation.i Eachibettor:ds.indirectly-wagering . against.all ;
&ﬁﬁgﬁgzg}gzthefformation_pg*ﬁéguégg%apggl., That is, a given mutual pool
consists of all bets of a certain type (e.g., win). Thervaluesofiwin bets
fesaithe “amount -bet-on ‘horse X is divided by the amount -of .win bets placed
&ﬁﬁiborsejx.; This ratio is the return per dollar wagered on hérse X to win
(familiarly known as "odds"). ForZexanple, the odds of ‘three to one mean
that:for every dollar bet on X to win,-a total of three dollars was bet on

J&fﬁgiﬁér:possiﬁle'winners,in-the race._;%hé;g@@g;change during the betting

i TS AN oK e s i s Vo

t;gfiéd, falling for the horses recelving increased bets and increasing for

s reason,’

.———
p B

those horses for which the amount wagered holds constant. For thi

e e # - e e s o ——

heavy betting due to “inside" information will turn the odds against the -

—

vbettor, ‘The track merely functions as a stakes holder and provides the com-
—_— DS o

ﬁhtation of odds. After the race, the exact amount of the mutual pool is
— .

paid to the winners, each receiving the odds that existed at the close of
betting., Collectively, the winners cannot claim more nor receive less than
the mutual pool, which is determined by law.

In contrést, the earlier and/or alternative form of organized horse
betting involves the use of professional horse handicappers. The lgtter are
professional gamblers whose business it is to know.thc performance of horses
so well that he/she can predict the order of finish more accuratelf than the
léy public. The handicappers establish fixed odds and record bets in a book.

The latter practice gave rise to the expression to make book, and the person

engaged in such activity is called a bookmaker, or bookie. 1In light of pari-

mutuel wagering, the disadvantages of bookmaking are several. First, each
racing patron is betting directly and exclusively against the knowledge of a

professional gambler. Second, odds determination is left to the bookmaker and,



as a result, bettors may never know how much the bookmaker takes out for him-
self, That is, the amount paid to winning bettors bears no fixed legal re-~
lationship to the amount wagered. Third, the bookie-adversary also holds

the stakes, Fourth, there is no wéy for the betting of racing patrons to be
translated into the demand for high-quality racing fields (the horses in a
given race) and the pleasing environment of a well—maintainedutrack; The
fact that pari-mutuel wagering allocates a legal shére of the total wagered
to both the racing association and the horse owners and breeders in large
measure accounts for growth in the horse-racing industry.

RACING ECONOMICS AND EXPENDITURE FLOWS

There is no question that pari-mutuel horse racing has played a major
rple in both ghe production and improved breeding of thoroughbred and quar-
ter horses. \hile i1t is true that some horses still serve human kind as a
source of animal energy, the gasoline engine and artificial energy in general
gradually altered the service of horses towards leisure and recreation. Since
the turn of the century the'United States hés*becomeAurbanized3(thus making
private horse ;wnership more difficult), and per ~capita income ' has increased
while weekly work?ng hours have diminished. These trends stimulated{recrea-:
tdonal spending, which amounted to 6.76 pércent~of?cdﬁgaﬁpfiddVexpenditu£@§{%n\

k1978

The Iihk*bétﬁeén“h%ban'demand‘for’rééreaﬁion*and'the5furalzinterests of -

liorse production is provided by pari-mutuel horse wagering. The true measure

of consumption spending on pari-nutuel wagering is the total amount wagered

(the handle) less the amount returned to bettors in the form of winnings (the

pari-mutuel pool). This difference is the takeout from the consumer point of

| view, but from the tracks viewpoint it is pari-mutuel net receipts. For all
forms of legal pari-mutuel wagering, the bulk of which consists of horse
racing, Gafi;mhthel“netZTeceiptév(phe‘net'coSt'offuaﬁefing)»amounted to J15:

B P

@éicehf?&f'COnSUﬁﬁfioh?ébenainﬁ in 1978.; Considerinpg that rouphly a third of




this was returned to breeders and owners, it is safe. to say that only $.05

of every $10,00 worth of consumer spending ever reached the industry supplier.3
While this is not a very impressive proportion from the consumers' end, it

makes an important contribution to the horse industry. Even so, for equine
farms (Stand;rd Industrial Classification 0272) with sales of more than $2,500
€nr1974; gfémébéfégé;farm'sustBinediafloséfédﬁéf?{BEZ2rﬁér§edtidflptoduction'
éibénses."itiibsxheeonly*fduiiaigit%agriEﬁiiﬁiéiﬂinduét;jﬂfdrfuhich‘ékﬁéhées’
éxcqeggthe value,ofgsales.é To those familiar with the racing industry such a
reéuit is understated. The deficit is even larger for race horse operations ex-
clusively, which are heavily reliant Jpon other income sources.

Major expenditure flows associated with pari-mutuel wagering at horse
tracks are illustrated in Figure 1. Arrows from the spending unit to the
receiving unit indicate the direction of flow. {Persons attending.irack~events
{nclude racing patrons, horsemen, race horse owners, and in general, - anyone

_bho visits a Kansas race track." Sone of these persons will purchése travel—
related goods and services.igAYpoptiqn‘ofithe expenditure,stems»from reducing

the ‘out-of-state spending of Kansans presently attending races. in other states

T Ve o
oy

(thus reducing a leakage from the Kansas income stream) as ﬁéiiiés?ffomnresiF
dents of other states traveling to Kansas in the 1nterest'of‘recrea£ion or -
business (thus increasing an injection into the income stream). But for the
most part, it represents the reallocation of consumption spending away from
other goods and services,

Kacing ‘patrons pay a track admission'feé;§ﬁith.different‘fees charged
;dependingwupon whether the individual is a member of ‘the racing association.:

Concessiong represent all spending at the track for food and drink. park=

ihéwfees'may also vary, with a distinction between commercial carriers and

3Consumption percentages are computed from Table 2.6 in the July, 1979
Survey of Current Business, U.S$. Department of Commerce.

a]97é Census of Agriculture, Vol. II, Statistics by Subject, Table 9, U.S.
Department of Commerce, Bureau of the Census, Washington, D.C. 1978.
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private vehicles. The handle consists of the total .amount wagered, and the
¢
"other" category reflects such extras as seating -charges in’the club house,-
festaurant, or airconditioned facility, and uncashed winning _tickets. The
HET A

Wandle:is -reduced by the legal -takeout, which amounts to, say, €{Ffteen per<

cent of the handle Gééf}n“Nebraska)..iﬁﬁladd§££9nal:ggductidﬁiffomjthe

= S,

fhandle, which is also.state authorized, .is.called breakare. This amount
results from rounding-the odds to the nearest $.10; and it may involve about
one percent of the handle. fhué;;tﬁé'pafi—mutuelgpool;tgqU:pgg ;o_bettors
is about 84 percent of the handle, for-example. The takeout is divided
among the state kpari—mutuel tax), the ﬂorsemen, and track operating ex-
penses. - Since the racing association in Kansas must -be a nonprofit organi-
iation, all net recelpts are allocated to these three categories of direct
expenditure. There can be no proprietary income (profit),:

AAshare of the takeout and breakage is expended for purses and breeders
awards, First, the track can sponédr races consisting exclusively of Kansas-
bred horses. This assures Kansas breeders and owners a share of the annual °

ipurse money, ,Second, the racing association can also develop a-breeders'
iincentive program whereby Ehe;Kansas'breeders of a winning horse receive '‘a
portion of the purse even though the horse may be owned by someone else.

These two aspects puarantee an expenditure flow from racing patrons to the

Kansas horse industry. This is in addition to whatever purses may be won by

Kansas horsemen otherwise. The.existence of these flows provide impetus to-

- e,y

the -third source of'direét'éxpenditure, namely an'iﬁcreésévigﬁghé'éiféat to
which existing and new horsé'farms.suppqrt their 6pé}ati6ﬁs’from income thdt”
is "not ‘a part of Kansas track expenditures '

In sum, the major sources of spending due to pari-mutuel horse racing

comprise 3) the travel industry, b) the tracks, and c) ithe ‘horsemen. To the

extent of new spending, there will be new income and jobs. As this new income
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is spent, §till wmore income.is generated in a rippling effect throughout the
Kansas economy., Eventually, the expansion ceases because at each stage in the
expenditure-income cycle a portion of a new income is withdrawn from the income

stream via savings and out-of-state expenditures.

STATE ‘REVENUES AND ‘TAX REGRESSIVITY

The ‘'variety -of ‘state tax recelpts: emanating ﬁirectlz”ftﬁh*théVraéing
industry is also illustrated in Figure 1. 8}1;pegggﬁguyhngnggcgpation
involves their presence at the track must be "licensed, and accordingly péy
an‘occ;pational 1igense~fee.: Such licensing procedures eﬁgﬁ¥éffh5tfpersons;

hiquestionable moral character will not be admitted to jobs on the track:

1§yé6;éﬁrécés every horse is for sale (called .a-claiming race)i 1f -sales’
actually result, then a sales tax on claimed horses is due the state.! Daily"
ficense fees are paid by tracks for each day of racing. That is, the racing
association must pay the state for permission to hold ;;race. The daily
license fee usually varies among tracks depending on attendéﬁéé,Lbﬁﬁfit is =
A,@:fixed daily amount for each track during the racing season, Since state
officials must attend the track, their salaries are paid from track receipts =

indirectly through their employer, the Kansas Racing Commission.

The @bsg important source of direct state revenue is the pari-mutuel .tax,'’

&ﬁich is a'pércentage of the handle, and 4s paid by thgltrack priqr!to the «
pgngiégfgtiqn:of'expenseé; ﬁ‘reasonab¥e expeCtaf1on for the éari—mutuel tax
rate in'Kansas is five percent (as in Nébraska). Thus §.05 of every dollar
wagered is a tax. This 1s a higher excise tax rate than the general sales”
. tax (threepercent).’ Moreover, it isjiéviéd égainsffthé ﬁrossvinstead-of-thé?
ﬁct?gambling outlay. This is comparable to an excise tax levied on the value
of, say, a commodity futures contract, without considering the net proceeds
remaining after sale (or purchase)., While the latter is unacceptable, tax-
pavers, whether bqttors or not, have generally accepted the higher tax burden

that exists on pari-mutucl wagering.,
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Direct taxes received from horse raciné in Nebraska are presented in
Table 1 for the calendar year 1979. The pari-mutuel iax is 5 percent of
the handle for tracks with a handle of more than‘$l million per racing
season. Five tracks meet this criterion. Lrems3sthrough .6 in Table .l are
cellected- by, the Nebraska Racing CommissibnQin)orde;;tg?finance71tae1£:anqz
rgEﬁfh'theutemainder,(equally'divided-among'93 counties) to county 'govern- -
tments.* In the interest of earning more revenues for counties, daily license
fees and the admissions tax rate were doubled for the 1986 season. Officials’
salarjes are included in miscellaneoui receipts. More than two-thirds of
E6t81>revenues‘d;rivé from the Ak-Sar-Ben track‘in Omaha. Table 1 also
shows the cost to government associated with regulation., Racing Commission
-expenses are 2,5 percent of gross racing revenues in Nebraska.

Because the pari-mutuel tax is fhe most important source of state racing
revenues, it 1s often compared with other taxes concerning the proportion of
total income paying the tax for each income class. However, where specific
taxes are levied on'an‘avoidable‘ac;ivity? i.e., an activity undertaken by
‘choice, there qriseSFAn unresolved question of comparability -with taxes that
%?éfnotuavoidable, such as the general sales or income tax, If the .amount of
tax as a proportion of total income for all persons in a given income class
vtends to increase ;s higher income classes are examiped, the tax is said to
be Erogreséive. Alternatively, if the tax proportion of income decreases
as income class increases, the tax is regressive. Even if the comparability
problem is overlooked, {the -nature.of specific taxation requires knowledge of
&) ‘the percent of’pérsons"participating in the taxed activity by income class),
and b) the average amount of tax per participant by income class.” Especially
for an activity that elicites public concern for society iF'is desirable -that
Bbtﬁ'measures.(a) and (b) increase with income. éhis‘is the case for horse™

track wagering'aa indicated in panel a.of Table 2.° There, the percent who bet




TABLE 1

Direct Government Revenues From Pari-Mutuel
Horse Racing: Nebraska, 1979

Type of Tax A Value

1. Pari-Mutuel Tax $ 7,375;195.65.
.2. Sales Tax on Claimed Horses 90,438.86
3. Daily License Fees o 15,185.00
4. Adunission Tax e 184,447 ,65
5. Occupational Licenses -: . ‘ 91,421.00
6. MiscellaneousAReceipts 36,365.59
Gross Government Revenues 7,793,053.75
Less: Racing Comnission Expense 200,037.14

Net Government Revenues 7,593,016.61

Source: Nebraska State Racing Commission Annual Report, 1979,

12



TABLE 2

llorse-Track Wagering, Family Income, and

1974

Regressivity of Selected Taxes

a) Horse Track Wagering and Family Income (Legal States Only)

Family Income

Under $5,000~ $10,000- $15,000- $20,000~- $30, 000 Total
$5,000 10,000 15,000 20,000 30,000 and over
Percent who B.7 15.5 11.2 17.2 20.9 20.3 15.9
bet
Averagé annual 187.50 293.51 395.75 577.48 294.20 435,87 512.70
bet per bet-— - "
tor ($§)
Average annual 31.13 48,72 65.69 95.86 48.84 72.35 B5.11
takeout per
bettor ($)
Average annual 15.85 45,49 44,32 99,33 61.49 B8.48 78.44
bet per per-
son ($)
Average annual 2.63 7.55 7.36 16.49 10.21 14.69 13.02
takeout per
person ($)
Percent of In- '0.63 0.61 0.35 0.57 0.25 0.22 0.50
come: Bet
Taken out 0.101 0.059 0.094 0.041 0.037 0.083

(16.6%)

0.105

b) Index of Regressivity (R) or Progressivity (P)

by Type of Game

Game Index
Numbers W44 (R)
Sports cards 40 (R)
lottery +31(R)
Bingo «30(R)
Horse books +27(R)
Hlorse tracks «17(R)
Casino games .26(P)
Sales and excise taxes “.15(R)
Federal income tax 215(r)

Source:

., 1976,

Commission on the Review of the National Policy Toward Gambling, Final
Report, p.6l; Appendix 2-Survey of American Gambliny Attitude and Be-
havior, Tables 3.2-1, 3.2-2, Washington, D.C
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(the participation rate) penerally increases with income and levels off at

a family income of $20,000 (1974 dollars). The average annual bet per bet-
tor behaves similarly, at least up to the income class beginning with $20,000,
The third 1ine bears on measure (b) above. This line shows the true average
cost of wagering (the takeout) per bettor. Since the state's pari-mutuel
tax is a fixed proportion of the takeout (say 6.6 percentage points of the
16.6 percent takeout rate used in Table 2), the increase in line three up to
the income class ending with $20,000 tends to support criterion (b). Still,
the participation rate and the average takeout per bettor do not increase
proportionately with income. As a result, when the average behavior of
bettors is spread over the entire income class (line 4 and 5), and these are
divided by average class income, the percent of income bet and taken out
(1ast two lines) shows a decline as income increases.

Overlooking the problem of voluntary tax payment, both the takeout and
the pari-mutuel tax are mildly regressive, Panel b of Table 2 shows an index
of regressivity (R) or progressivity (P) for selected gambling games. The
index varies between zero and one, zero indicating a proportional tax and
one (P) indicating a perfectly progressive tax. One (R) represents a per-
fectly regressive tax. The games are listed from the most regressive to the
least progressive, ﬁelative_to other gamés, pﬁﬁ%é;é‘and sports cards are”

‘highly}:egrgggiye.‘,Lottgries, bingo and horse books show medium regres-
éivity;‘uﬁoise tracks  show relativeiy 10Q regressivity.‘ Even lower regres-
sivity is characteristic of New York off-track pari-mutuel wagering (not
shown).

Three more points should be made regarding panel b. First?zbingo«is
fhearly twice as regressive as on-track pari~mutuel wagering, ﬁﬂot‘only has -
kgngéé already legalized bingo, but the -state recently increased its share ~

tof the bingo takeout. Second, casino games show takeout progressivity mainly
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because only the higher income groups can afford the' travel expense to places
vhere such games are legal., In a study of Nevada residents only, most of

the casino pames ave highly regressive (same sou}ce as Table 2), On-track
horse wagering involves certain expenditures (manner of dress, on-track
dining, seating, etc.) that also account for part of the low regressivity
indicated. Third, horse-track wagering is about equally regressive with
general sales and excise taxes. Considering that the latter are mainly ="~
involuntary and that.they'fall on the general population, the low regres-—

sivity of horse-wagering is a relatively minor issue in the matter of fis-

cal economics, ‘ st

Pl

THE HORSE RACING INDUSTRY: NATIONAL AND REGIONAL

TOn=-track pari-mutuel horse betting is legal in 30 states, including all
states west of Kahéas (from Montana to New Mexlco) except Utah. Until about

1965-1967, the industry grew at a steady pace. But for the past thirteen

vears industry health has suffered greatly due to the uninformed decisions

of legpislatures and state racing commissions. This consensus verdict ap-

pears in academic journals, trade publications, and the Commission on the
Review of the National Policy Toward Gambling, viz.'"...despite its primary

economic function, the State racing commission appears to ignore the eco-.

momics of the industry it regulates.," (Gambling in America, op. cit., p.

125). Here, a brief narrative suffices. Data regarding the point in ques~ /.
tion are relatively abundant elsewhere.5 It is important to keep in mind,
however, that the analysis below pertains to aggregate national data, and

not to any specific track.

An especially worthuhile, concise, and complete analysis appears in D. Coate
and N. Sheflin, "“The Health of the Horse Racing Industry in the United

States,”" 1977 Conference Proccedings of the National Tax Association, pp.
259-264,
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Beginning in the late 1960's several states, searching for new revenue
sources, sought to avoid higher sales and income taxes by turning to legal-
ized gambling. This, coupled with unfamiliarity of industry economics, led

to policy decisions which adversely affected horse racing. The number of

racing days increased and so did the state's share. Other, and less activi—
ty-oriented, forms of gambling were legali:ed (lotteries, bingo, numbefs,
casino games). But'the most pernicious of these was off-track horse wager-
ing in Ngw York and Connecticut, the latter not having any horse tracks.6 In
the Northeast new tracks were constructed near the‘borders of other racing

states. The colléctive effects of these policies are reflected in several

economic variables. During the period 1965-1976 average dally attendance de-

clined, and so did the real value (inflation adjusted) of average dally han-

dle, state revenues, per capita bet (per day), and average daily purses.

Tracks began experiencing losses, which reduced-their ability to attract high-
qﬁality fielas and properly maintain their physical plants. Racing associa;
tions and state racing commissions responded by resorting to extremely high-
odds bets ("gimmick" or "exotic" bets).7 This, in turn, led the Internal
Revenue Service to begin withholding 20 percent of winnings of $1,000 or more
on bets for which the odds are 300 to 1 or more.8 Closely related to the econ-
omic pressures brought on by state policy are recent, and isolated, cases of

race fixing, the use of "ringers", and the medication issue. To date, states have

attempted to correct policy by either reducing the takeout. rate, or, at least,

6 .

D. Coate and G. Ross, "The Effect of Off-Track Betting in New York City on
Revenues to the City and State Governments," National Tax Journal, 27 (March,
1974), pp. 63-69, :

See K. Hollingsworth, "Integrity, Probity, and the Gimmick Bet,' Blood Horse,
Feb. 19, 1979, p. 903 and K. Daingerfield, “"Gimmick Wapering is a Cancer on
Racing," op. cit., p. 904.

D. Mearns, "Your Partner Uncle Sam Loves a Big Trifecta," Blood Horse, Sept,
12, 1977, pp. 4154-6,
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reducing their share of {t.
}n-the midst of national-industry economic.chaos;. two regional states’
(Arkansas and Nebraska) maintained”a steady ‘policy-attitude toward horse
tacing. This, plus the absence of modest competition from non pari-mutuel
states (lowa, Missouri, Kansas, Oklahoma, Texas),fmoved :Ak-Sar-Ben:and¥pak=
tlawn:Park dnto the top ‘ten tracks in the”nationﬁ_Elggggggggpgfpggghagfthei{'
positions would be greatly efoded'byA1egalization;in’thé'PlaiﬁsnStatea.
First,{Bbfiﬁprings,“Arkansaé“is a vacation and tourist -centér, and second,
population centers in the Plains states.involve greater distances between

cities than in the Northeast., The performance of the above-named tracks is

shown in Table 3. Both the takeout rate and the pari-mutuel tax rate (per

cent of handle) remained low relative to other racing states. Racing days

increased by less than the national average. Due to the low takeout, an in-
creasing population, and higher personal incomes, daily average attendance
increased. In terms of percentage increase during the problem period of
1966-1978, Oaklawn Park is first in the nation, and Ak-Sar~Ben is third. fn-
creased daily attendance means greater track gross receipts, larger purses,
énd‘better racing quality. : These are the top two tracks in the nation in
terms of percentage increase in daily purses., Even in real terms, daily purs-
es increased for both tracks., A similar experience relates to the daily han-
dle., Note also that the 1978 daily per capita wager (daily handle divided by
daily attendance) is relatively modest in light of the fact that it covers
about nine races per day. Briefly, the national racing experience bears very

little upon the economic potential of prudent racing policy in Kansas,

%.C. Toby, '"What Happens When The Takeout is Re-Distributed?" Blood Horse,
Oct. 2, 1978, pp. 4512-6.




TABLLE 3

1978 Economic Characteristics of Two lorse Race Tracks

/\ Track

i Ak-Sar-Ben Oaklawn Parl:
Characteristic . (Omaha, Neb.) (Hot Springs, Ark.)
Number of Racing Days 60 49
Change from 1967 36.4% 147,
Total Takeout Rate 15% 167%
Pari-Mutuel Tax Rate 5% 6%
Daily Attendance (Number) 16,018 21,164
Change from 1966 22% 1067
Tracks Exceeding Change (no.) 2 0
~
Daily Purses (§) 88,895 110,349
Change from 1967 140.2% 269.0%
Tracks Exceeding Change (no.) 1 0
As a Percent of Daily Handle 5.55% 4,73%
Daily Handle (5) 1,600,867 2,335,346
Change from 1967 111% 221%
Tracks Exceeding Change (no.) 2 0
Per Capita Daily VWager (§) A 99,94 ' 110,35
Vl

N

Source: Sclected issues of the Blood Horse (Lexington, Ky.): December 25,
1978, p. 6476; July 23, 1979, p. 3567; August 25, 1979, p. 4301.

Pari-Mutuel Racing, 1978, National Association of State Racing -
‘Commissioners - (Lexington, Ky.).
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STATE LECONOMICS AND PARI-MUTUEL HORSE RACING: KANSAS AND NEBRASKA

In the interest of estimating the likely economic effects of pari-mutuel
horse racing in Kansas, it is necessary to investigate that industry as- it re-
lates to the entire economy of another similar state., Recalling conclusions
from the preceding section, Nebraska is an. ideal state for -comparison. Both
states share a ébmmon'heritage and culture;'the bulk of their populations are ~
found in the eastern half of each state; and each qu;g_shares;metropblitan'
areas with other states along its-eastern border. Each state is characterized
by fncreasing urbanization and industrial growth while Fetaining its agricul-
ftural orientationi Moreover, pari-mutuel legislation in Kansas is likely to
follow along the same lines as in Nébraskg. The purpose of this section is
to evaluate the extent of pari-mutuel wagering in Nebraska, and whether or
not there exist substantial e;onomic differences between the two states which
suggest that pari-mutuel wagering would impose a burden on Kansas relative to
Nebraska., Out of such a comparison one gains a basis for projecting the rac;\\
ing industry in Kansas, ' S \\

Under the policies of nonprofit racing associations and a relatively low

takeout rate, the Nebraska racing~industry‘gradually attained the posture “

illustrated in Table 4. [Exclusive thoroughbred racing is .conducted at five,
tracks, Qith exclusive quarter horse racing at two tracks. 1In part, the
history and tradition of legal horse wagering in the United States, rooted

primarily in the East, has favored thoroughbred over quartef horse racing.

The 180 racing days are allocated by the Nebraska State Racing Commission.-,
among, the five thoroughbred tracks- so that racing seasons do not overlap. At
any time during the year, there 1s at most one track holding thoroughbred races.
This policy is intended té:ninimize'competition-between tracks within, say, a
50-mile radius of each other. It also means that the same population is ex-

posed to a nearby track for at most the maximum number of racing days permitted




TABLE 4

1979 Nebraska Racing:

Availability, Wagering, and Attendance

Measure Quarter Horse Thoroughbred

Number of Tracks 2 5.
N;mber of Racing Days 32 180
Number of Races Run 320 1,606
Total Handle (§) 1,034,318 152,503,913
Breakage ($) . 12,011 1,548,143
Paid Attendance (person-days) 19,721 1,209,930
Per Capita Daily Wager, Paid

Attendance ($) 52.45 126.04
Estimated Attendance (person-days) 32,246 1,472,430
Per Capita Daily Dailly Waéer, Esti-

mated Attendance ($§) 32.08 '103.57

Source: Annual Report, Nebraska State Racing Commission, 1979.

N
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at any single track in the state. For example, the population of metropoli-
tan Omaha could attend nearby races forlgo days, Population near other tracks
were exposed to far few racing days. The two quarter horse tracks are geo-
graphically separated from each other, and from the thoroughbred tracks. 1In
general, mwmmﬁmmmm 51‘;1”9,%:'3
LDk EXU R RS NRIRI TG ER R OB TS RSN R hr e Ed A 1 S S al ¥ 4 RO LRy g
%&gggﬁﬁﬁi%?%SEﬁiﬁﬁ?ﬁ fhe total amount wagered for 1979 is about $153,5 million.
Given the 15 percent takeout rate, the cost of wagering to consumérs is rough-
ly $23 Qiilion plus the breakage of $1:56 million for a ﬁotal of $24,6 million.
This totgl wageri;g cost is .19 percent of Nebraska personal income, but sincé
persons from Kansas, Iowa; Missouri and South Dakota are wagering in Nebraska,
the true burden of wagering costs on Nebraskans as a proportion of personal
income is much less. While none of the breakage i1s returned to bettors or
passed to the state, there is no reason why these cannot be arranged. Arkansas
allocates one-third of the breakage to the city of track location and one-third
to the state.

Attendance is measured in person~days. 1f the same person attends five
days of racing, the number of person-days is five. The difference bétween paid
and estimated atteﬁdance in Table 4 is due to.the fact that persons holding
éccupaéionél licenses are admitted without a daily admission fee. But paid
~admissions represent the general public that attend as racing patrons. The
Commission on the Review of the National Policy Toward Gambiing repérted that
about 15.9 percent ofvpersons in legal horse racing states participated in
horse race wagering, with an ave}age annual attendance of 8 days for in-state
tracks.;o, Since these are aggregate data representing the longer racing sea-

sons and greater track availability in the East, a reasonable estimate of

0
l Commission...., Appendix 2, Survey..., op. cit, Refer to Table 2 above.
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averape days attended by'patrons of Nebraska racing is 5., Dividing this fipure
into total paid attendance (1,220,651 = 19,721 + 1,209,930) yilelds an estimate
of the number of different persons attending Nebraska races, namely, 245,930.
This 1is 15.6 percent rélative to the Nebraska population, but since it includes
persons from out-of-state, the actual participation rate for Nebraskans is
somewﬁat less. If 6 is used as average daily attendance per person, the re-
spective number of persons and-percent of population are 204,942 persons and

13 percent. Per capita daily wager is the handle divided by attendance, thus
two figures appear in Table 4. The amount based on paid attendance overstates
patron wagering b;cause it omits the betting of those holding occupational
licenses, The dally average wager computed from estimated attendance probably
understates the true value because occupational license holders, due to legal
réstrictions, have a lower parti;ipation rate and reduced amounts bet’relative
to those attending the track for pleasure and excitement. Using the two values
as limits, and multiplying by the overall takeout rate of 16 percent ($24.6
million cost divided by $153.5 million handle), yilelds limits to the average

’B’Mmﬂ’ w"«ib i

daily wéggfipg;bosh~peererson attending»horse ‘racingJi}

~iimitssare.$16.5%,
NP ) ST e A %
D R e Raat? s ke S L g N i S U R ¥ D gt Tl 5t 2

EEZ:ﬁmwMQ? pentpersonyforva~day “consisting -0 *ninewto—tén;taces~:

The BAﬁpercent return of handle to bettors means:

Oh{izzzly, not every player at the track gets back an equiva-
ent

1

ount of his or her wagers, but on the average ﬁoqggzﬁﬁ
R
W?ﬁfwﬁg EEing - theip Loy e e aNTEE Y Sasonally -dgsat6d ™ '

gﬁﬁéeng_g agproximatélyMV'”’

Or, as -another economist expressed the matter:

Race-track wagering illustrates the fallacy of composition.

1 .
Commission..., Gamblinpg in America, op. cit., p. 65. The B4 percent is
inserted due to the Nebraska experience.
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While 1t 1s true that bettors in the aggregate are destined

to lose, this does not imply that for any single bettor the

act of pambling entails a probabilistic loss and is irra-

tional. In.fact we have demonstrated that those individualg

who decide to go to the track and bet do indeed behave in.a

rational, price-elastic, utility-maximizing fashion.12

Pari-mutuel wageriﬁg in Nebraska works well because of'inteiligent policy

decisions and the economic behavior of participants. Even atlthe height of |
national industry problems (1976), resegnsible persons in Nebraska were quoted

as follows:

1. J. Morton Porter, Executive Secretary, Nebraska Racing Commission:

Racing is the best policed sport in the world. We do not
have the criminél element because ﬁé&%&gz&ﬂﬁﬂﬁﬁfﬁ?ﬁﬁ?&g;gggg
ficofd rrand UL be TR oisared sy Holisprof 43 rivisirganizay
Eiona. fTET6TdEETENed o help -our: nURber - one 4 ndusFEy whichss
@S apricul ture,

2, Keith Carter, Executive Vice-President, Greater Omaha Chamber of

Commerce:
The old bugaboo ;hat racing attracts a lot of criminal élement
is simply non true as far as Omaha is concerned. Racing at
Ak-Sar-Ben recelves g§§23i232?§§§§?3ﬁéiaﬁf*§ﬁtsfgﬁﬁiﬁﬁi?BTfﬁfs
e e ery e A T SR A LoV B £ PR E e AL ST LSRR o*
S T T T ERa B Yy S LR eb E RN B T ow A b EZa 1 10 3

ARe<SorYoundingretatess s

12A. Gruen, "An Inquiry into the Economics of Race Track Gambling," Journal of

Political Economy, 84 (Feb. 1976), p. 177.

13 '
All quotations are published in the Quarter Racing Record, (July, 1976),

pp. 178-184.
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We have no particular problems brought on by the racetrack.

There is a minimal problem caused by the #nflux of people
in and'out of the city because the track does draw a tre-
mendous amouet of out~o£~to§n visitors,
ﬁﬁ%zgﬁgzﬁgi% exemplifies one conclusion reached in a major s tudy- spon~
sored by the United States Department of Justice, viz., )
As statee have made available legal horse tracks or lotteries,
there is no evidence that th{s has made the enforcement tesk of -

: - 14
police harder or easier,

Aside from Nebraska racing policy and performance, the iﬁﬁﬁﬁff&gﬁagg£g£§

e relativeadack

o

’*-J:.«'Z .
of ompeting-spectator_sports. Nevertheless, the most important reason for

success 1is the underlying Nebraska economy, which .both supports and benefits
from pari-mutuel horse racing. Relevant economic data are presented in Table
5 for Kansas and Nebraska. With roughly similar area and number of coenties
(Nebraska, 93; Kansas 105)., Kansas - dglmore: heayllypopulatediand has?athigher! i
froportion of ‘its.populatiof 1R’ 'cbhnﬂeé“mrh%‘bi HHAR 2435000 rés1dents 3
Kansas has ten’ such counties; Nebraska has four, which contain three thorough-
bred race tracks, Two thoroughbred tracks ana two quarter horse tracks are
locaeed in counties of less than 43,000 residents. fansaa L peXFBRAALIZIREoRET
1€ reater than . ‘that i Nebraska, vand by e a.greater proportion ithan. thelpopu—"ys
{31 {69 d ¥ érende,; Thus, Kansas per capita personal income ranks fourteenth
in the nation, and recent rates of growth in both personal and per capita
income heve exceeded cemparable national growth rates. Nebraska incomes indi-

cate growth near the national rate. Given that horse-race wagering is primari-~

Gambling Law Enforcement in Major American Cities, National Institute of Law
Enforcement and Criminal Justice, Law Enforcement Assistance Admlnistration,
U.S. Department of Justice, Sept. 1978, p. iv. :
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TABLE 5

Economic and Social Characteristics: Kansas and Nebraska

Characteristics Kansas Nebraska
Population:

Total Population (1979, 1000's) 2,369 1,574
Percent Change from 1970 (U.S. = 8.3) 5.3 6.0
Persons Aged 21+ Years (% of total) 66.6 65.4

Counties With 43,000+ Residents (1978) 10 4
Population (1978, 1000's) . . 1290.4 728.2
Percent of State Population (1978 55.0 46.5

Income (1979):

Personal Income ($ millions) 21,451 13,129
Percent Change from 1977 (U.S. = 25.8) 32.0 26.5

Per Capita Personal Income ($, U.S. = 8706) 9055 8341
State Rank 14 27
Percent Change from 1977 (U.S. = 23.7) 29.3 24,9

Social (1975):
Percent of Families Below Poverty Level

(u.s. = 9.0) 6.1 7.1
Percent of Persons Below Poverty Level .
(U.S. = 11.4) : ' 8.0 9.6
Percent of Families with Single Parent
(U.s. = 16,0) 12.0 11.0
Percent Family Heads Aged 25+ Years Not
| Graduating from High School (U.S. = 36.6) 30.1 28.5
| Mean Family Size (U.S. = 3.40) 3.25 3.40
! . Mean Number of Income Earners Per Family
| (U.S. = 1.65) 1.73 1.80

Source: Bureau of the Census, Current Pépulation Reports, Series P-25, P~78,

and P-60; U.S. Department of Commerce, Survey of Current Business,
April, 1980.
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1y an urban phenomenon, the glustering of Kansas' “population in ‘ten’ counties,
topether with higher incomes -and income growth, means that Xansas .can''support:
Jﬂiargéfnidéiﬁg{industry,Lhan‘Nebraskéjfand'further:'such'SUpporc,will'likgLy .
¢teateQanieven-smalletfgroééubhfaéﬁ'on.incpme.ﬁhanvin;Nebraska. Economic
plannersfiniKansas are well aware of(pﬁé?Impl?ng}op;Ehﬁyéfoll¢wsifrbmltapid;
g?EGEhfihjincoﬁe'hithbutgéggallyarapid growth in recreational facilities,
nbmely, @ significant portion of the income increment will be!spent by Kansans
ﬁprsning.recreation in other States;; Whether such leakages from the Kansas
incomé stream will ever return to create more income and employment is a mat-
ter of speculation.

The remaining portion of Table 5 provides several measures of personal
hardship and family status for the two states at hand. Several other social
indicators were also examined, but since they too show only minor relatiQe
differeﬁces, they are omitted from the Table. Both states are well below the
national average for the first four indicators. Since the data represent the
bottom of a business recession (1974-1975), it is probable that Kansas and
Nebraska are both further below the nation in all four measures than indicated
in Table 5. However, Kansas has a smaller mean family size than Mebraska,

| ' which shows a mean equal to the national average. This, in comparison with
the number of income earners per family, suggests that the average Kansas

family 1s more able to support recreational spending from earned income, with

possible over-spending affecting fewer people, relative to Nebraska. Research ;
. i .

gp;compulsive gambling is nonexistent at the state level, and, in generaly;
there are.-no firm conclusions regarding its incidence. The Commission on the

Review of the National Policy Toward Gambling classified 577 percent of per-

gons-in a national- survey as probable compulsive gamblers. This figure covers
all typesiof gambling, and it is intended to be suggestive only. Chicf among

the difficulties encountered in such studles are a) distinguishing compulsive
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gambling from other personal disorders, and b) ascertaining the causal re-
lationship (i.e., direction of cause) between heavy gambling and personal
problcms.15 In general, available evidence does not suggest that pari-

-

nutuel wagering on horses in Nebraska has given rise to unacceptable social

costs.

PROJECTED TRACK DEVELOPMENT IN KANSAS

Estimates of track location, attendance, and handle presented below rest
primarily on two assumptions. First, it is assumed that Kansas legislation
'and regulations of the requisite state ‘racing commission will closely follow
the Nebraska case., Especially important in this regard is an overall take-
out not more than 15 percent plus breakage. Several studies indicate that
bettors view the takeout as -the price of wagéring. 'For'a'given percentage
:ddncrease in takeout, the bercentage reduction in handle is far greater. On

the other hand, a~gi§en perééntagé'reduction in takeout will bring about a

© .

preater percentage increase in handle. Sgokomists chaféctérize thié property

pE;MéQJ{ﬂé’fhdtlﬁhe’handle_is takeout elastic:f;%g;;;ﬁééﬁs‘that direct govern-
hent-apq_;rack revenues could all be increased (along with revenues to horse-
men) by.a:reduction in takeont;l6. In addition, reducing the takeout through
reduction in the state‘s share makes the pari-mutuel tax less regressive,

redistributes more revenue to the community that pays it, and generally

benefits the state by a more prosperous industty.l7 At least, it is assumed

Sec the Commission's Final Reportf Gambling in America, op. cit., p. 74.
len excellent and recent example appears in W.D. Horpgan and J.D. Vasche,
PT
"Morsceracing Demand, Pari-Mutuel Taxation and State Revenue Potential,"
National Tax Journal, 32 (June, 1979), pp. 185-194,

l7Camb].ing in America, op. cit., pp. 2, 3.
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that the state will not exceed the Nebraska takeout rate.18 Second, it is
assumed that participation in horse race wagering and track development in
Kansas will be similar to that in Nebraska, except, that Kansas will be more
oriented to using population density as a guide., Otherwise, no assumptions
have been made regarding the likely possibility of mixed (quarter horse and
tﬁbroughbred) racing, the manner of non-overlapping racing dates (not a
serious problem due to geogréphical separation), or whether some tracks might

have split racing seasons. Similarly, separate consideration is not given to

harness racing.

Initially, five variables were -estimated for Kansas based upon three
Nebraska tracks. The Ak-Sar-Ben track in Omaha was selected because it
represents an urban track. The Fonner Track in Grand Island represents a track
located in an urban core, but surrounded by rural areas. The third track,
Columbus Races, Columbué, Nebraska, is a rural area track without a substan-
tial urban core. The Fairgrounds track in Lincoln was excluded because joint
produc&s may be involved (fairgoing and racing), and because it appears to
draw attendance almost exclusively from its own county populafion. The
Atokad track in Dakota cdunty was excluded because it appears to be located
in a sparselv-populated Nebraska county only in the interest of drawing patrons
from Sioux City, lowa, where parl-mutuel 1is not yet legal. Such a track could
not likely stand on its own if Iowa legalizes pari-mutuel in the future, For
this reason, the possibility of locating a Kansas track in Doniphan county,
next to St. Joseph, Missouri, 1is not considered feasible. ﬁgf.KénSaB;'the
f{dea of an urban ‘core constitutes a minimum criterion,'wﬁich is somewhat more:

{frestrictive than in Nebraska.’

18For an unusual case of repulatory policy failure (the pari-mutuel industry in

Florida), see S.V. Berg and E.J, Yelton, "Profits, Payments, and Complementary
Products: Additional Vays to Improve Pari~Mutuel Taxation,'" National Tax Jour-
nal, 29 (June, 1976), pp. 191-199.
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Analysis of these three Nebraska tracks involves five primary variables.
After deternining reasonable values for Nebraska, these same values were em-
ployed in the Kansas estimates.

N = Racing Population Base. Using 1978 county population data

and employing a 50~mi}¢ radius, the number of persons in

the vicinity of a horse track was estimated using thé 50~
mile radius as a guide, but taking into account such things
as travelers already in the relevant area, road conditions,
and possible double~coung}ng in the radius of another track.
EAi; not a mere count of persons within 50 miles.

Il = Participation Rate. This is the proportion of N that attends

horse racing. Special consideration is given to the nature
.of surrounding territory (urban vs rural), whether or not
competing entertainment is available, and whether the urban
core is isolated from another urban core in the sense of per-
sons reéuiarly traveling elsewhere for entertainmeﬂt.

a = Frequency of Attendance. On the average, frequency of atten-

‘dance tells how many times during the racing season a person
will attend the track. Generally, this variable declines as
the season gets shorter,vbut other factors also enter, viz.,
éntertainment competition and occupation (farm vs nonfarm).

D = Number Racing Days. The number of days a track is allowed to

hold races is determined by the state racing commission, al-
though economic circumstances are given major consideration.

¢ = Per Capita Daily Wager. c 1s the average amount wagered per

person per day of racing, and it is usually computed and

interpreted as a seasonal average.
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In the Nebraska case, ¢ and D wvere already known. N was estimated in-
dependently from population data. lience, the main purpose of examining
Nebraska tracks was to establish approximate values of Il and a. National
survey data supgests that Il varys between .20 and .26 and that a is i or 8.
But the national data.apply only to the population aged 18 or more years, and
to a culture wherein track wagering is more widespread. Once I was ad just-
ed for age, the range 1s .14 to ,18. Considering the cuitural difference
between the Plains states and the Coastal states, ]l was taken to vary be-~
tween .14 and .16, at least for urban or urban core areas. Since total
attendance equals.the product of a:N'N, and total attendance is known, the
value of a can be determined. It is 6 days for the Ak-Sar-Ben track and be-
tween 5 and less than 6 days for the track in Grand Island. It is less for
G;and Island because the number of racing days are less than-in Omaha, and
because Grand Island is an urban core $urrounded by rural areas, whereas
Omaha is surrounded by other urban areas. However, without a sizable urban
core near the race track, both Il and a are reduced. For the track in Columbus,
N =.1and a = 4 days. Alternative values for ]l gave unreasonable values for
a. Or, assuming different values for a yields unacceptable values of II.

Based on the performance of these Nebraska tracks, corresponding esti~
mates for Kansas are given in Table 6., With the exception of Eureka Downs,
all track locations have an urban base., Eureka is currently the leading
quarter horse track 1n Kansas, and unless one of the other tracks feceives
permission for, say, a split season with one portion of the season allotted
to quarter horses, it is expected that Eureka will continue in the capacity
of exclusive quarter horse racing. Mixed racing at other tracks will not alter
this projection. Eureka has no urban core, however, it has a history of drawing
patrons and horsemen from a relatively large avea, The per capita wager is

higher than the Nebraska average because there is reason to believe that Kansas

is more of a quarter horse state. Indeed, Kansas has the fifth largest number of
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TABLE 6

Estimation of Kansas Track Location, Attendance, and llandle

Kansas City Topeka Wichita Salina Eureka

Estimated Variables:

Racing Population Base 1482,2 285.7 584 156 n.e.
(N, 1000's)

Participation Rate (II) .16 ; 14 .15 .10 n.e,

Attendance Fre%uency (a) 6 5 5.5 4 n.e.

Racing Days (D) 70 40 50 25 25

Per Capita Daily Wager (c) $125 $120 $123 $120 $80

Computed Variables:

Total Attendance (A, 1422.9 199.99 481.8 60.0 60.0
1000's) , '

Total Handle (H, 1000's) $177,864 $23,998,8 $59,261.4 $7,200 $4,800

Daily Attendance (d) 20,327 5,000 9,636 2,400 2,400

Daily Handle (h) $2,540,914 $599,970 $1,185,228  $288,000 $192,000

Note: n,e. means '"not estimated." The relationship between estimated and com-
puted values is:

A=a-l‘N d = A/D

= H/D

=|

H= c-a-Ji‘N
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registered quarter horses in the United States, and it is near three of the
top four states (Colorado, Oklahoma, Texas). Salina has a small urban core
which is enveloped by rural areas.‘ Hence, the use of Il and a characterizing
the Columbus track are probably conservative, Salina was chosen over Man-
hattan (Riley county) primarily because it is further from the Topéka radius.
The values of 1l and a increase for Topeka, Wichita and Kansas City accord-
ing to population density near the urban core. Per caplta daily wager is
within the Nebraska range for all three cities. As indicated in the note to
Table 6, total handle (H) -and total attendance (A) can be computed from the
estimated values ;f a, ¢, I, and N. At this stage, there appears to be a
tradeoff between, say, racing days (D) and daily average attendance (E). Just
as the other estimated variableé went through many computational passes, so
did D and E. There is a narrow range of acceptable values, but in general,
the policy of loﬁger seasons and lower daily attendance creates a squeeze be-
tween track daily costs and receipts. In addition, there are some economies
of scale related to increéses in daily attendance. Hence, the preference re-
flected in Table 6 is.for a shorter season and larger daily atfendance. Given
D, the last two lines of Table 6 follow. Eerhapstthe major implication of
Table 6 is that Kansas City would likely become one of the nations top ten

tracks, with corresponding purses and field quality, *

DIRECT REVENUES TO GOVERNMENT . I

Table 6 provides the main basis for estimating direct government revenues.
It is not necessary that all such revenues go to the state. In light of the
fact that nonprofit racing associations do not pay property taxes (Nébraskai,
and that the state can redirect receipts to the source community, it is possi-
ble that the state's general fund would not be enriched on a net basis to the

same extent as the gross amount determined below, For example, the revenues



received from the fairgrounds track in Lincoln are merely passed through the
state for return to the state fair board. They are not recorded as state pen—
eral fund receipts. Still, such monies are received by a government, whether
state or local or an agency of either. Direct revenues to government are
estimated in Table 7. The pari-mutuel tax is 5 percent of the total annual
amount wagered at-horse.tracks in Kansas (computed from Table 6). Sales taxes
on claimed horses are estimated according to the ratio of racing days in Kansas
relative to thosein Nebraska. This ratio is then multiplied by the 1979 Nebraska
equivalent (from Table 1). Daily license fees require a separate estimate of
the daily rate fo; each track. In general, such fees are based on attendance,
but they reflect underl&ing economies of scale. Since larger tracks operate
more efficiently than smaller tracks and the pari-mutuel tax is a constant
rate, daily license fees constitute a means whereby what otherwvise would be
profit is transferred to government. - The daily fee rates in Table 7 are based
on the 1980 Nebraska fees, which are twice the rates charged in 1979. Simi-
larly, the Nebraska admissions tax is $.30 per person per day. Multiplying
this rate by estimated Kansas attendance (calculated from Table 6) yields
$667,407. The remaining entries in Table 7 are determined by increasing com—

. parable Nebraska receipts in order to allow for the larger projected Kansas

|

|

! system.
|

{ How does the Kansas revenue estimate of roughly "$14.7 million compare

|

| with track revenues in other states relative to total tax revenue? The aver-
age of Kansas general fund recelpts for fiscal 1979 and fiscal 1980 (revised
estimate) is $1050.1 million;lg This average is comparable with calendar 1979

data, which were employed in Tables 6 and 7, and were based on the calendar

1979 data relating to Nebraska. Thus, if Kansas had permitted pari-nmutuel

1930hn Carlin, The State of the State: Economic and Social Report of the
Governor, January, 1980, Topeka, Kansas, pp. 68-69.
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TABLE 7

Estimated Direct Annual Covernment Revenues From
Pari-Mutuel Horse Racing in Kansas

?

Source and Computation Amount

Pari-Mutuel Tax (.05 x sum of 1l for all tracks):
.05 x $273,124,200

$ 13,656, 210

Sales Tax on Claimed Horses:
Kansas Racing Days _ 210 - 1.1666
.Nebraska Racing Days 180

1.1666 x Nebraska Receipts = 1,1666 x $90,438.86 105,512
Daily License Fees (D x daily fee): 77,000
Detail:
Kansas City 70 x $600 = $42,000
Topeka 40 x $250. = §$10,000
Wichita 50 x $400 = 520,000
Salina 25 x $100 = § 2,500
Eureka 25 x $100 = § 2,500
$77,000

‘Admission Tax (5.3 x A):

.3 x 2,224,690 667,407
Occupational Licenses

1.5 x Nebraska Receipts = 1.5 x $91,421 = 137,132
Miscellaneous - 60,000

Total Direct Revenues $ 14,703,261
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horse racing in calendar 1979, general fund revenues would have been about
$1%.7 million more due to direct taxation, for“é total of $1,064.8 million. '
Direct pari-mutuel revenues comprise 1.38 percent of this amount.: In con-
trast, direct pari-mutuel revenues in Nebraska have varied between ,9 and
1.0 percent of total tax receipts for the past decade, with ab&ut 1.0 per~
cent projected for fiscal 1980. Prior to the full impact of state tax
policy on the racing industry, Sﬁlimélﬁht‘of 30 horse'racing.stagee received -
2.0 percent or mofe of revenues from racing. fhe average for all 30 states
was 1.46 percent.zo Indeed, the estiqﬁtes in Tables 6 and 7 for Kansas were
mathematically c;nstrained to yield a percentage figure between 1.0 and 1.5.
While the Kansas percentage is small, the amount involved is not insignifi-
cant, especially if channeled to specific needs or to specific cities (counties).
Compared with Kansas bingo revenues ($.2 million), direct receipts from horse
racing ($14.7 million) are f;r larger.
Although taxes on pari-mutuel wagering constitute only a small
percentage of the total budget of most states, the states would

be extremely reluctant to relinquish this source of income, and

in fact, are continually seeking ways to increase it.

ESTIMATED TRACK EXPENDITURES

A multiple expansion in the permanent annual level of income and employ~
ment rests upon the extent of increased new spending. However, consumer

spending at a. race track involves switching consumption expenditures from

other alternatives to racing. Thus, the amounts in this section cannot be

vicewed as new spending. Track expenditures are estimated from expected

20
C.W. Deseve, "lmproved Pari-Mutuel Taxation,'" National Tax Journal, 26
(bee., 1973), pp. 591-97.

2
lcambling in Amcrica, op. cit., p. 117,




36

gross receipts. No allowance is made for direct taxes and fees paid to the
state because such payments are not a leakage from the Kansas income stream.
State revenues arc respent, thus generating income and employment very much
like any recipient of gross spending by racing associations. Track recelptsa
are nore easily and accurately estimated than track expenditures because they
are closcly linked to attendance and handle. These have been estimated
above in terms of 1979 ecﬁnomic data, and the ultimate total expenditure
figure presented below must be similarly interpreted.
Estimated revenue sources and their computation are shown in Table 8.
All entries are baéed on their relationéhip to total attendance and handle,
wgich have been observed in other racing states and for all racing states‘
as a wholeo22 The most significant source of track revenue derives from pari-
mutuel wagering. MHere, the takeout rate (.15) plus breakage as a proportion
of the handle (.01) is multiplied by the total handle ($273,124,200 computed
from Table 6). Recall that the result ($43,699,872) is the total cost of
. wagering paid by patrons in Ransas. The value shown is .2 percent of 1979 per-

sonal income in kansas. Admissions revenue assumes a ticket price of $2.00,
but it is adjusted downward to allow for the presence of racing association
members and special‘discount admissions otherwise. Food and beverage sales
are rélatively small compared to pari-mutuel receipts. National industry
data suggest that this proportion.is between .02 and .03; .025 has been used
in Table B. 1t represents establishment sales (tax included), sales made by
concession operators, and receipts from vending machines. The larger pro-

. portion (.11) used in estimating all other patron spending consists primari-

ly of publications regarding horse performance history, souvenirs, and service not

22Ccnsus of Service Industries, 1972 and 1977, Bureau of the Census, U.S.

Department of Commerce.




TABLE 8

Estimated Annual Kansas llorse Racetrack Receipts

Source and Computation

Amount

Total Pari-Mutuel Revenues:

.16 x $§273,124,200 =

Total Admissions Receipts:

$1.95 x 2,224,690 =

Food and Beverage Sales:

.025 x $43,699,872 =

Other Patron Spending:

.11 x $43,699,872 =

Non Patron Revenue Sources:

1

.03 x $53,936,701

Total Receipts

$ 43,699,872

4,338,146

1,092,497

4,806,186

1,618,101

$ 55,554,802

Note: See text for explanation.

37
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elsewhere classified. The last line is taken to be 3 percent of total patron
spending 1553,936,701).‘ This percentage is based on national industry data,
and it captures the facts that horse tracks have alternative uses during the

off-season, giving rise to rental receipts, and that local businesses pay for
advertising space in track publications. Assuming that all current receipts

are spent, the annual expenditure estimate of racing associations (in 1979

dollars) is $55,554,802, which partly includes switching some cdnsumption

from other alternatives.

Estimations of direct track employment are somewhat complicated because
‘the majority of Job positions at a race track are seasonal. No magter the
estimation procedure, it must involve conversion of seasonal employment to a
full-year (50 weeks or more) equivalent. The problem is that many more per-
sons are involved in drawing a portion of their income from race tracks than
the full-year equivalent indicates. *‘On the otker hand, it is the full-year
equivalent that provides an employment level that is comparable to other em-
ployment statistics. Of course, race tracks also hire salaried persons for
the entire year. For example, the Ak-Sar-Ben track in Omaha hires about 70
persons for the full year and more than 1000 for the 60-day racing season.’
But when the latter are converted to a full%year basis and added to the former,
the total full-year employment level is abouf 300 positions. The procedure

t

for estimating Kansas track employment requires an estimated payroll and an
average annual wage. Based on 1977 horse track surveys, payroll is 20 percent

of non-tax expenditure. The latter is determined by deducting track-paid
revenues to the state ($14,460,617 total, Table 7) from total track receipts
. A ($55,554,802). Track expenditures net of taxes are $41,094,185. This figure
multiplied by .2 yields an ‘estimated annual payroll of $8,218,857. Taking
into account that low- to medium-skill service cmployment commands an annual
wage below the estimated Kansas average (about $10,200 in 1979) for all occu-

pations, but that the mnature of the work in urban areas requires a wage somewhat
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above that in similarly-located travel employment {about $7,500 in 1979),
the estimated annual track wage is $8,500. Dividing this into track payroll
provides an estimate of direct track employment in the amount of 967 full-

year equivalent job positions,.

NEW DIRECT SPENDING BY HORSEMEN (NET OF PURSES)

A key aspect of the racing industry is that persons responsible‘for breed-
ing and training race horses spend much more on racing activities than they
receive from purses and breeders' incentive awards. While horsemen's expendi-
tures are a multiple of purses, they are economically related to purses in a
direét manner. Higher purses attract more spending by horsemen, and a greater
dollar amount of that spending will come from non-track income sources. The
latter represents a spending flow which, for the most part, would otherwise
constitute a leakage from the income stream. These leakages consist primarily
of financial investments (savings) and out-of-state expenditures 1in general.
Thus, the main economic impact of pari-mutuel horse wagering on horsemen is the
conversion of an income leakage into an income injection., The injection to be
estimated in this section consists of current and investment spending beyond
purse receipts. Since it is only new spendinp that will raise the permanent
Jevel of state incéme, an allowance must be made for the cxistiﬁg level of
spending by Kansas (race) horsemen, Unlike tracks, horsemen provide new spending.

The term horsemen is used in the industry to mean ownefs and breeders of
race horses. The first difficulty in estimatingp horsemen's expenditures 1is
that cconomic censuses do not distinguish between the breeding and training of
race horses and other horses. Moreover, owners' cexpenditures are hidden 1ﬁ
the accounts of stables, which are service industries involving other than
race horses. Owners rely on purse winnings for direct revenues, and on the ™

sale of racing stock, the value of which also depends on purses. 1n turn,
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race horse owners pay breeders for, say, yearlings, and they also purchase
race horses from other owners. Aside from these expenditure flows, quwners.
Qirgctly or indirectly.pay trainers, jockeys, veterinarians, etc., and pur-,
Ehase'a-variety of goods and services such as boarding expenses, transpor-
tat{9n, licenses and racing fees. Breeders derive income from sale of

stock and stud fees. In turn, they pay stud fees for their own broodmares,

hire labor, purchase feed and supplies, bear insurance and health costs,

and dnvest in physical plant. The categories owner and breeder are not

mutuaily exclusive, Some persons are bpth. Within the breeder classifica-
tion, some may de;l only with broodmares, others exclusively with stallions,
and still others with both, thus weighing against the use of stallion regis-
ters as an estimating device'for breeding operations. Similarly, lists of
horse registrations may be more indicative of horse interest than they are

of racing horses exclusively,  Aside from classificationlproblems and attend-
ing fragmentary data, the sum of individual owners' and breeders' expenditures
will greatly overstate the amount of horsemen's spending because it includes
transactions within the class. Economic interest centers on receipt flows
(purses) from outside the set of horsemen and expenditure flows from horsemen
to non-racing recipients. Hence, all transactions internal to the class must
be omitted. To my knowledge, there are no data sources emanating from the
racing industry that exciude internal flows. Finally, without carefully-de—
signed survey data, there is no way to distinguish between the receipts and
expenditures of in-state and out-of-state horsemen. Although ultimate economic
interest relates to the total spending flow in Kansas, whether from in- or out-
of-state, the preceding difficulty means that the likely size and number of in-
state horsemen cannot be established with reasonable accuracy. Nevertheless,
with pari-mutuel wagering, the number of race horsemen would increase by a

minimum factor of 4,
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Fortunately, the University of Maryland has developed a fiow of funds
table for that state's racing industry,., Such a table shows expenditures by
economic category (e.g., tracks, professionals, households), and for each
category, the recei&ing economic units are detailed by similar categories,
From the racing-industry table it is possible to determine thé flow from
tracks to horsémen (purses), and the flow from horsemen to non-racing reci-
pients. Moreover, a flow of funds table shows internal flows, e.g., from
horsemen to horsemen. This enables the user to deduct these expenditures
from Horsemen‘s gross spending in orde{ to measure the net outflow to the
rest of the state;s economy., The Maryland table is based on survey data for
the three-year period 1968-1970, The date is more of an advantage than ab
disadvantage for the purpose herein because it reflects a healthy relation-
ship between horse-racing and the general economy; The main industry impact
of deleterious state revenue policy did not occur until later. 0f course,
the dollar value of financial flows in 1970 Maryland are not relevant to
such flows in other states., However, internal or structural relations between
hofsemen and the remaining economy are relevant for Kansas projections. This
is due to the comprehensive nature of the table and to the fact that. certain
key relationships can be modified for the Kansas case. That is, every effort
is made to err in the direction of understating horsemen's expenditures in
Kansas.

Estimation results and procedure are given in Table 9. It is important
to keep in mind that the 1970 Maryland data are facts, not estimates. The
underiying spending estimate 1s track expenditures (more accurately household
expenditures) flowing to horsemen as purses (P). After deducting internal
flows of $14.5 million, current spending ($44,785,800) is related to purses
by a spending ratio of 3.745. The spending ratio indicates that for every one

dollar expended in purse money, the horsemen respond with roughly $3.75 of non-

’
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TABLE 9

Estimatced Annual New Direct Spending by Horsemen
(Net of Purses)

1970 Maryland 1979 Kansas
Purses (P) $ 11,959,300 $ 14,584,832 (.0534H)
Spending Ratio " x 3,745 x 3.2 (estimate)
Current Spending 44,785,800 46,671,462
Investment Spending 5,650,600 (.47P) 5,833,933 (.4P)
Gross Spending . 50,436,400 52,505,395
Less Purses 11,959,300 14,584,832
Net Direct Spending 38,477,100 38,977,757

Less Existing Spending in Kansas (200 x $19,136)

3,827,200

Estimated New Direct Spending $ 35,150,557

" Source: Maryland data from "Amount and Source of the Annual Transaction of
Maryland's Racing Industry, 1968-1970," Department of Agriculture
and Resource Economics, University of Maryland.
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investment spending. Total purse money in Kansas is based on the proportion
of handle allocated for that purposc in Nebraska (.0534), 1979, and the ex-
pected Kansas handle ($273,124,200). The product of these two yeilds esti-
mated Kansas purses. The spending ratio for Kansas (3.2) is estimated by
reducing the Maryland ratio in the interest of conservative procedure. Had
the ﬁaryland ratio been used, current spending in Kansas would have been about
$8 million more than the entry in Table 9. 1In addition to current spending,
Narylgnd data show that horsemen's purchase of plant and equipment is almost
one-half (.47) of purse money. Again, reducing this proportion to .4 for
the Kansas case p;ovides an overestimate safeguard. The sum of current and
investment spending is gross spending. Since purse money has already been
included in the previous section as a portion of track expenditures, it must
be deducted from horsemen's spending. fhevresult is direct spending net of
internal flows and purse income,

Finally, an allowance is made for estimated 1979 Kansas spending by
(race) horsemen, The average owner-breeder expenditure ($19,136) is based
on 1974 agricuiture census data for Kansas animal specialty farms (S.I1.C. 027),
the bulk of which are horse farms. In that year average productionlexpenses
for horse farms in the United States were $26,994, but in the absence of pari-
mutvel horse racing, the comparable Kansas figure is $§13,531, Since average
owner expenses are less than those of breeders, $13,000 is used as an esti-
mate of average horsemen spending in 1974, which includes internal flows.
Adjusting this for inflation (47.2 percent, 1974-1979) yields the value in
Table 9. Census data suggest that Kansas has less than 50 race-horse breeding
operations with annual sales of more than $10,000 per farm (1974). Recognizing
that the number of owners exceeds the number of breeders, 200 is the estimated
number of horsemen spending the average previously discussed. There may have

becn more horsemen with a smaller averapge expenditure, which is undoubtedly
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the casc for out-of-state horscmen spending in Kansas. Still, the amount al-
lowed for 1979 racing expenditures is consistent with the absence of pari-
mutucl racing.

. The last line in Table 9 is interpreted in the following manner, “Had’
{ . - !

~

pari-mutuel horse racing existed in 1979 Kansas, there wouid have been about
tBS,gmpillion added to total expenditures net of purses. {By ‘deducting pursés,
this- amount can be added to frack receipts of SSS.vailliOn (Table 8) for a
cumulgtive gross expenditure total of $90.8 million. However, for the
purpose of estimating sectoral employment it is necessary to use the

gross spending figure ($52,505,395) less the existing expenditure level
'($3,827,200). This difference is $48,678,195, and it cannot be added to total
track receipts. But it is the basis for estimating direct employment. Recog-
nizing that this expenditure flow includes spending by out-of-state horsemen
for travel, one cannot use a payroll percentage that reflects the full labor-
intensive nature of breeder-owner operations. There, payroll relative to
total spending is likely to reach 25 percent or more. For the present pur-
pose a smaller.bercentage is used (21 percent). This 1is slightly 1egs than
the 23.08 percent which characterizes travel expenditures in Kansas counties
near to, or containing, a race track. Nevertheless, the estimated proportion
(.21) also reflects consideration for conservative procedure. The estimated
payroll is .21 times $48,678,195, an amount equal to $10,222,420., Assuming
that the variety of skills’involved is similar to that at a race track, an
average annual wage of $8,500 is Qsed in estimating employment. Dividing pay-
roll by this annual wage results in gross direct employment of 1,203 positions.
Considering that the average owner-breeder hires three to four persons, such
an employment estimate is not thought to be excessive. It should be noted
that about one-~half of race horsemen currently in Kansas are located outside

of metropolitan areas. Thus, a major share of increased horsemen's spending



for labor, feed, animal health, transportation, building materials, etc.,

will occur in rural areas near cities.

TRAVEL SPENDING BY RACING PATRONS

In addition ﬁo consumer spending at the track, there also wiil be travel-
related expenditures by track attendees whose residence is outside the track
city. Such persons may have traveled expressly for the purpose of racing,
but a far larger share consists of persons who are already in the city for
other purposes. Thefmain reasons for travel are a) visiting friends and rela-
tives, b) business and conventions, and ¢) outdoor recreation, Sightseeing
and'cntertainéent, which includes horse racing, is ranked fourth in terms of
.travel purpose. Measured in terms of person-trips, sightseeing and enter-
tainment account for only 13 percent of the total.23 Thus, the main travel-
expenditure benefit from pari-mutuel horse racing falls in the direction of
persuading existing travelers to delay departure, or to arrive earlier, in

the interest of attending a horse race. This consideration explains, in part,

" the projected 1ocation of tracks in Kansas. The four urban-core tracks are
placed in, or ﬁear to, the top six Kansas counties in terms of travel spending.
In descending order, thesebcounties are:  Sedgwick, Johnson, Shawnee; Wyandotte,
Saline, and Douglaé. Together, they account for well over half of the total
travel spending in Kansas By persons on a trip of 100 miles or more from hone.
The 100 mile distance restriction reflects the fact that such persons are more
likely to purchase travel-related goods and services than those who merely
drive to a race track and return home the same day, as in the Kansas City area.
In sum, it is far more accurate and conservative to derive estimated new travel
expenditures due to racing from the existing level of expenditures, than it is

to rely upon track surveys that show a high proportion of daily attendance

23
1972 Census of Transportation, V.I,, National Travel Survey, Bureau of the

Census, U.S. Department of Commerce, 1974, pp. xvi-xvifi,
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accounted for by out-of-state travelers. Such surveys are blased towards
overstatement because they do not distinguish between exclusive race travel-
ing and the travelers who would have been in the city even without a race
track.
Kansas has recently acquired county-level travel expenditure data for
the year 1977.24 This permits the development of new spending estimates only
for those countles containing a racetrack, and exclusively du;ing the racing
season for each track, Further, the data only reflect spendiﬂg by persons
whose travel requires a distance of lOQ miles or more (one-way). There are
two alternative w;ys of determining travel estimates in the case at hand.
First, one can calculate the 1977 level of expenditures, by county, during
that fractional part of a year which corresponds to the number of racing
days. This travel expenditure base can be multiplied by an estimated percent-
~age change, The resulting level of new expenditures can then be used to deduce
the proportion of average daily track attendance accounted for by travelers.
Second, one can begin with estimated traveler proportions of daily attendance
and therefrom deduce the increment in travel spending. Both methods are ana-
lytically equivalent. However, each one provides a check on the reasonableness
of the other. The estimates presented Eelow are the final result of many com-
putations using both methods. In essence, the two procedures ultimately con-
verged towarq éhe same reasonable solution, Thus, only one method appears
in the final estimates.
Estimated new travel spending is calculated in Table 10 based on the 1977
2 travel survey data. The first column repeats average daily attendance estimates

that have been developed previously, The second column contains estimated pro-

portions of daily attendance due to the'travelers. The proportion for Wichita

| 24,,.. .
| : "The Economic Impact of Travel in Kansas,'" Kansas Economic Progress Research
Memorandum No. 15, Kansas Department of Economic Development, August, 1979.




TABLE 10

Estimated New Travel Spending by Racing Patrons

Daily Traveler Number of Racing Spending per Total

Track Attendance Portion Travelers Days Traveler per day Spending ($)
Wichita 9,636 .09 867 50 $ 52 $ 2,254,824
Kansas City 20,327 W07 1,422 70 52 | 5,179,320
Topeka 5,000 .04 200" 40 48 384,000
Salina 2,400 .04 © 96 25 43 103,200
Eu?eka 2,400 .08 192 25 41 196,800

Total (1977 $) $ 8,118,144

Inflation Adjustment (1977-1979) | 1.2

Total (1979 $) $ 9,741,773

Note: See text for explanation,
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is greater than that for Kansas City because Sedgwick county enjoys more
travel spending than Johnson and Wyandotte counties combined, and because
Wichita is likely to draw wore racing patrons from Tulsa and Oklahoma City than
a Kansas City track will draw from more than 100 miles into Missouri. The
. Topeka and Salina tracks are more reliaﬁt upon their area populations. 1In
"contrast, Eureka is a special case since it already attracts patrons from
outside a 100 mile radius. Total spending is the result of multiplying

the number of travelers by the number of racing days, and then this product
.(traveler attendance in person-days) is multiplied by estimated travel spend-
ing per person-pér day. Travel spend;ng per person day was $42.10 for the
entire state in 1977. It was undoubtedly greater than this in the urban
areas, and less in the rural areas, as Table 10 reflects. Summing the

last column gives new travel spenaing in 1977 dollars. This is about eight
, ﬁercent of existing spending in the affectedlcountieé (the six named above
plus Greenwood) during the racing season. But relative to annual travel
spending in those same counties, it is only 1.35 percent, Allowing for in-
flation (1977-1979) yields estimated new travel spending ig 1979 dollars
($9,741,773). Approximatély $7.14 million, or 73 percent, of this total
will be spent on transportation and food.

Spending generates jobs and government revenues. According to the 1977

survey data about 23.1 percent of travel spending is allocated to payroll
in the seven counties under discussion. Thus, the estimated payroll (.2308
x $9,741,773). is $2,248,40i. Dividing this by a survey-based annual wage
($7,503) yields 300 full-year job positioms. Because all expenditures are
received by the travel industry, the estimate of state and local tax receipts
follows from relevant proportions of expenditures comprising taxes as determ-
ined from the survey data. State tax receipts are 2.84 percent of expendi-

tures ($276,666). Local receipts are .557 percent of expenditures ($54,262),



49
all of which accrues to the seven counties, Due to a lack of data it is not
possible to estimate the amount of proprietary income generated by travel

spending. This is nonexistent for race tracks, and it is probably a minor

amount for race-horse operations.

SUMMARY OF GROSS DIRECT FLOW IMPACT

Primary focus so far has c¢oncerned pross direct expenditure flows, al-
th;ugh some portion of these consist of net new spending. The gross direct
impact of pari-mutuel horse wagering is summarized in Panel a of Table 11
by spending sector. Again, because Table 11 contains expenditure-switching
flows (mainly by consumers), the data represent an industry profile, and
not new spending. Gross spending at an annual 1979 rate is estimated to be
$100.5 million. The portion consisting of payroll, similarly expressed,
is §20.6 million, and direct industry employment is equal to 2,470 full-
year jobs. Gross government revenues are reviewed in Panel b. Taxes in
addition to text discussion are iIncluded., Sales taxes are collected from
patron purchases of food, drink, and miscellaneous spending. Likewise,
industry payroils are subject to income tax when earned and to sales taxes
when spent. Considering the note to Panel b, direct revenues generated
by the gross expenditure flow will probably exceed $16 million ($1979).

Now that major economic magnitudes have been estimated for the industry
from gross spending, attention now turns to the amount of new spending that

is embeded in the gross flous.

NET DIRECT AND INDIRECT FLOW IMPACT

The het direct economic impact of pari-mutuel wagering depends upon
the ‘extent to which gross'expenditures consist of'ﬁew'spénding."lt is only
new spending that provides a base for multiple expansion in income and em-

ployment. Such new injections into the Kansas income stream could come '

s



TABLE 11

(a) Summary: Estimated Direct Economic Impact of Gross Expenditure Flows

Consumers Consumer Total Increase
at Tracks Horsemen Travel Statewide
Expenditure ($millions, .
1979) . 55,6 35.2 9.7 100.5
Payroll ($millions,
1979) 8.2 10.2 2.2 20.6
Employment (Full-year) 967 1203 . 300 2470

(b) Summary: Estimated Direct Government Revenues from Gross Expenditures

Source Amount ($1979)
Race Tracks (Table 7) 14,703,261
Sales Tax on Patron Spending (Table 8):

.031 x $5,898,683 = 182,860
State Travel Revenues - 276,666
Local Travel Revenues 54,262
Income Tax on Industry Payroll 542,823
Sales Tax from Payroll Spending 230,285
Total Revenue $ 15,990,157

Note: Equations used in estimating sales and income taxes from payroll
were generously provided by Dr, Darwin W. Daicoff, Director, In-
stitute for Economics and Business Research, University of Kansas.
Table excludes track and horsemen expenditures subject to sales
taxes and taxes on proprietary income in the travel industry.
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from: a) geduéing«Kansas spending out-of-state and increasing it in-state}

b) geducing Kansas savings from incomé,‘the reduction then spent in-state;
C)‘iﬂgﬁsggigg_xhe,amouano[ in—state4in§estment from Kansas savings{‘d)
in@rqgﬁﬁpg_the\level~of spending in Kansas by out-of-state residents,

whether consumption or investment spending. Sources ¢) and d) are esti-

mated below via a close examination of the gross flows discussed agove.

The outcome is presented in Panel a of Table 12, Traveler track spending

is based on estimated attendance by persons more than 100 miles from home
(Table 10). -The number attending is Wultiplied by racing days, and assum-

ing that visitor; spend (net) at tracks an average of $24.24 (total net
.patron spending divided by attendance), total track spending by travelers

is $3,832,102. Persons driving from the Kansas City, Missouri area will

not likely give rise to travel spen&ing, but they too will spend at the
. track at the average daily rate of §$24.24. Daily.average attendance at

the projected Kansas City, Kansas track is estimated to be 20,327 (Table 10).
After deducting the 1,422 daily patrons arriving from more than a 100 mile
radius, it is estimated that about one-half of remaining attendance will
consist of persons from the Mlssouril side (8,741). Multiplying by facing

days and the $24.24 per day average yields $14,831,729 per year. This is a
considerable source of new spending in Kansas. Patron travel spending is

taken from Table 10. Horsemen's spending is taken from Table 9, which was
initially developed as new spending. The net direct impact of pari-mutuel
wagering is to crecate an annual flow of new spending in the amount of $63,556,161.

The total effects are estimated from the net direct new spending by recog-

nizing that expenditure for one économic unit is income to another. The latter
also spends out of income, creating still more income. This multiple expan-
sionary process continues until leakages (savings, spending out-of~-state,

Federal taxes) occurring at every stage in the spending-income cycle finally



TABLE 12

(a) Estimated Net Direct Spending ($1979)

Traveler Track Spending 3,832,102
Non-Traveler Track Spending (Kansas City) 14,831,729
Patron Travel Spending 9,741,773

Horsemen's Spending 35,150,557

Total New Direct Spending 63,556,161

(b) Total Direct and Indirect Annual Economic Impact ($1979)

Personal Income (2.2 x $63,556,161) $ 139,823,554
Employment (Income/$16,042) ' 8716
Government Revenue | 20,770,842
Detail:

Income Taxes $ 3,722,515

Sales Taxes 1,494,770

Race Track (Table 7) 14,703,261

State and Local Travel (Table 11) 330,928

Miscellaneous Taxes: .1 x (Income

Plus Sales Taxes) 519,368

'$ 20,770,842

52
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debilitate further in-state spending. The multiple of new spending that ul-
timately determines the total net cconomic impact depends on the nature of
the origin industry and the size of the reglon. Horse racing relies heavily
upon local factors of production, and it is an employer of low- to medium-
skilled workers. This means that, at least for the first spending round,
leakages from the“income stream are less than for some other industries that
purchasé raw materials or intermediate goodg from out—of-state.' Also, lower
iﬁcome persons, the bulk of racing employment, tend to save less as a pro-
portion of income than higher paid préfessional workers. The larger the
region, the less.likely it ié that sué;essive spending will occur outside
the rggion. Multipliers for county-level studies of racing range from 2 to
2.6, and empirical estimates for some states fall in the 5 to 6 range. Here,
an extremely conservative value of 2.2 is used. This means that per dollar's
worth of new spending, $2.20 of income 1s created.

The estimated total net'economic impact of pari-mutuel horse racing is
presented in Panel b of Table 12. Using an income multiplier of 2.2, the
effect of new 'spending is to raise the annual level of income by $139,823,554
in ferms of 1979 dollars. Even if this were $39 millién less; it would still
cover gross industry spending ($100.5 million, Table 11). That is, the in-
dustry can generate more state income than the amount of total spending-
associated with racing. Dividing the income change by the average employee
compensation in 1979 (excluding transfer payments, residence adjustment;
including social insurance) provides the net increase in Kansas employment.
This includes reciplents of wages, salaries, professional fees, profits,
dividends, interest, rent, and royalties. Less than half the employmént
increase will be absorbed by the racing industry, or in businesses related
to it. New government revenues (mostly state) follow from the new income

flow. Income, sales, and miscellaneous tax receipts are estimated from the
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increase in income (see note to Table 11). The other two sources are included
because they represent net increments in tax receipts. Especially significant
is the pari-mutuel tax. With a takeout of 16 percent, 5 percent goes to the
state and 11 percent is used to cover track expenses and purses. This means
that for a dollar spent as takeout, about $.31 is tax. In contrast, a dollar
spent on general retail purchasing yields $.03 in tax. Hence, expenditure
switchi;g alone would yileld larger tax receipts. But considériﬁg the new
spending sources, about 20 percent of the total bari~mutuel tax will be paid

by out-of-state residents mainly in Kansas City, thus tending to offset the

outflow from Kansas spending in Missouri.

END NOTES

In the arduous and extended process of reaching the final net economic
impact, some important considerations were postponed until the end. First,
all financial flows are egpressed in 1979 dollars, and the analysis rests on
1978 and 1979 population and income data. However, by the time the industry
is actually constructed and operating, populatioﬁ, income, and the state's

need for revenue will have grown., Hence, most of the estimates in this

paper are understated with respect to the economy of 1984-1985. Second,
while it is necessary to distinguish between consumption switching and bona

fide new spending, economic growth during the period of industry construction

means that consumption spending at racetracks will not be shifted from other
businesses then existing. Rather, it means that other retail firms will

never have come into being., Thus, much of the track spending will derive

from economic growth. Third, while the analysis has been purposely conserv-
. ative, 1t must be acknowledged thathéhsas'héggﬁﬂéﬁaoféﬁtial'to'become the

pumber one. quarter horse racing state in the nation if pari-mutuel wagering ,

65 legalized with a minimum four-year lead time ahead of Oklahoma and Texas,#
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sideration also must be given the use of industrial revenue bonds in track

financing.
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ECONOMICS OF PARIMUTUEL HORSERACING
IN KANSAS

by
Dr. William Terrell
Professor of Economics
Wichita State University

INTRODUCTION

In the near future, the Kansas Legislature may be asked to permit the qualified
electors of the State to vote on the question of legalizing on-track parimutuel
wagering in horseraces. Legalization would provide for county option regarding
such racing be conducted by non-profit racing associations under the regulation
of a State Racing Commission. The purpose of this paper is to explain parimutuel
wagering and summarize the results of a more comprehensive study concerning the
economic characteristics of a horseracing industry in Kansas.

ECONOMIC BALANCE IN HORSERACING

A new industry in Kansas must contribute to the balance for diversification of

the State's economy. Diversification concerns the variety of income sources as
well as the variety of expenditure outlets within the State. Diversification along
both fronts provides for relatively stable economic growth. As personal income in-
creases, a diversified state economy can meet the demand for new goods and services
from local sources, thus providing for‘multiple expansion of income and employment
within the state. Failing to diversify, however, especially in the face of grow-
ing per capita income, leads to increased out-of-state investment and consumption
spending, which reéduces the incame and employment growth potentials within the
State. As a new industry, horseracing in Kansas would contribute to the economic
balance. Especially it would provide a means whereby recreation spending is con-
verted into Kansas personal income and employment.

There are other characteristics of introducing a parimutuel system to Kansas. Kansas'
parimutuel would substitute a local service for the same service being purchased
outside Kansas with incomes earned from within Kansas. The racing industry pro-
vides new income and expenditure flow between the urban demand for recreation and

the rural interest regarding land usage and agricultural sales. Parimutuel would
also be an employer of low to medium labor skills in urban areas. Parimutual
horseracing is a relatively non-poluting industry and provides permanent green

belts in or near urban tracksites. Moreover, parimutuel wagering on horseraces

has traditionally carried an exceptionally high tax burden. This aspect together
comprises a new revenue source for government financing in Kansas.

" PARIMUTUEL WAGERING
The word "parimutuel" means mutual stake. It first appeared.in the 1908 Kentucky

Derby. Its chief advantages are that each individual bettor is directly wagering
against all other bettors instead of a professional bookie. A proportion of the
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total bets is returned in the form of winnings and guaranteed by law (as opposed
to the bookie's decision). Parimutuel is the only legal form of betting at race
tracks in the United States. It is now legal in thirty states, includiny all
states west of Kansas except Utah. It is interesting that this same area of the
country considered by most political analysts is the most conservative area in
the country.

Parimutuel wagering requires that all bets of a certain type be added together.
This sum (the handle) is reduced by a state—determined percentage of the handle
(the take-out) and by about 1% of the handle due to rounding payments to the
nearest .10 ("breakage"). The handle less the takeout and breakage forms the
winning "mutual pool." Persons betting on the winning horse cannot collectively
claim more or receive less than the mutual pool.

For example, the takeout in Nebraska is 15% and the breakage is about 1%. This
means that 84% of the handle is returned to patrons in the form of winnings. For
the average bettor this means that over a large number of bets, winnings are
expected to be 84% of the total amount wagered. The takeout is divided three
ways: the State's parimutuel tax, track operations, and winner's purses.

ESTIMATED GROSS EXPENDITURES
AND TRACK LOCATION

Assuming a Nebraska-style operation in Kansas, and based on Nebraska's racing
experience, and the fact that Kansas has generally higher incomes and urban
population, it is estimated that Kansas could support at least five race tracks
with the following minimum characteristics:

Track Number Per Capita Daily Daily Season
Site Racing Daily Wager Attendance Handle Handle
Days

Kansas City- ‘

Johnson Co. 70 $125 20,327 $2.5 million $177 million

Topeka 40 $120 5,000 $599,000 $ 24 million

Wichita 50 $123 9,636 $1.2 million $ 59 million

Salina 25 $120 2,400 $288,000 $ 7.2 million

Eureka 25 $ 80 2,400 $192,000 $ 4.8 million
State Total Annual Handle $273.1 million

*Pigures have been rounded to the nearest $100,000.

Assuming a 15% takeout and 1% breakage, total wagering expenditures are 16% of the
annual handle ($273.1 million). The resulting amount of $43.7 million is 2/10ths
of 1% of 1979 Kansas personal income. In addition, patron on-track spending
including admissions, food and drink, parking, programs, racing information, and
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new travel-related outlays by patrons and horseowners and breeders (more use of
local motel facilities) provide additional revenue through sales and income taxes.
Non-patrons also contribute to track receipts through advertising and non-racing
track rental. The sum of these estimated flows is $55.6 million per year (in
1979 dollars.) Keep in mind that (the legislative process being what it is) it
will be several years before horseracing would be available in Kansas. Inflation
will swell this annual amount. Similar estimates for travel and horsemen's
expenditures follow, together with attendant payroll and employment estimates:

At

Tracks Hor semen Travel Total
Expenditure
($ millions) $55.6 $5.2 $9.7 $100.5
Payroll
($ millions) $ 8.2 $10.2 $2.2 $ 20.6
Employment 967 1203 300 2470

This data indicates minimum levels for an in-place industry as of 1979. The
parimutuel tax (assessed at 5% of the handle) would yield approximately $13.7
million annually. This plus other racing-related taxes would provide about
$16 million to state and local government.

As the above chart indicates it would also create nearly 1,000 new jobs at the
track, stimulate horsemen to hire jockies and training personnel of over 1,000
and may require the addition of 300 new employees in travel related industries
in Kansas.

NEW SPENDING AND MULTIPLE EXPANSION

Gross expenditures ($100.5 million in the above table) include about $37 million
that represents re-allocation of expenditures from other goods and services to
those associated with racing industry. Such allocation is not new spendiny,
therefore cannot be used in estimating the net impact of parimutuel racing in
Kansas on income and employment. Deducting this amount from the gross spending
indicates that the net injection of new spending into the Kansas economy due to
horseracing would reach a maximum level of $63.5 million annually. The sources
of new spending are (a) reducing the extent to which savings generated from
Kansas income are invested in other states; (b) reversing the flow of Kansans
now spending their entertainment dollar at tracks in other states, which include
both patrons and racing participants; (€) encouraging residents in other states
to invest or consume in Kansas. New spending leads to a multiple expansion in
income as it circulates among Kansans in the expenditure-income cycle. Using
income-expenditure multipliers of 2.2 means that one dollar of new spendiny
would generate 2.2 dollars of new income before leaving the Kansas income stream.
The net (new total economit¢ impact to parimutuel horseracing is summarized
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below at 1979 levels.

Annual Net Addition To Personal Income $139.8 million
New Employment 8716
New Government Revenue $ 20.77 million

Comparing the gross expenditures ($100.5 million with the total affect on
personal income ($139.8 million) means that the racing industry would contribute
more to Kansas income than is required to support the industry from Kansas
spending. This is primarily due to the fact that horseracing is a relatively
labor-intensive industry. It is heavily reliant upon local factors of production.

NON~RECURRING INVESTMENT

The annual flow estimates presented above relate to an industry in-place as of
1979. Until the industry is fully operational, there will be a period of non-
recurring investment in physical plants. Track construction, new stables and
hotel accomnodations will require at least $200 million of new investment spend-
ing. This also leads to a multiple expansion of income (2.2 X 200 = $440 million),
but the total effect would be spread over several years and the multiple expansion
would cease as soon as the investment ends.

The direct beneficiary would be the construction and building industry but the
secondary effects would be pervasive. In sum, the racing industry would
stimulate non-recurrent investment spending during the initial years and, after
the industry is in-place, it would make an annual net contribution to incame and
employment and government revenues.



HCR 5082 Hearing March 19, 1984 Reverend Richard Taylor r
"~ House Federal & State Affairs Committee KANSANS FOR LIFE AT ITS BEST!

Persons contacted to speak today are here because they love Kansas and want
our superior quality of 1ife to continue. We are not in this for financial
gain, as are race track gambling promoters. If pari-mutuel were not an
issue, my salary would be the same. I wish it were not an issue $o this -
time could be spent building up Kansas rather than trying to prevent gam-
bling promoters from tearing it down.

Concerned Tawmakers will want to read ECONOMICS IN THE PUBLIC INTEREST. Some
members of the Advisory Committee listed on the front will speak to you today.

"There would seem to be an inconsistency in demands for consumer protection
agencies, coupled with demands for legalized gambling. As professor Irving
Kristol pointed out on this page several months ago, gambling is 'technically
a swindle: the payoffs on bets must be Tess than fair, and the overwhelming
majority of the 'investors' must eventually lose their money, if the gambling
enterprise is to survive and prosper.' Therefore, he noted, the case for
Tegalized gambling is 'simply an argument in favor of the government raising
revenues by swindling its citizens rather than by taxing them'"

When Thomas Kelly, Director of the: Kansas Bureau of Investigation, appeared
before the Senate Federal and State Affairs Committee on February 19, 1981,
he presented his research on the relationship of legalized gambling and
increases in illegal gambling and other crime. He quoted from the 1973
I1T1inois Legislative Investigating Commission Report:
' "...when the State participates in an activity

which is otherwise criminal in nature, it must

scrupulously maintain the highest standards

among the other persons and organizations

permitted to participate in that activity."

The front page of the Kansas City Times on February 11, 1984, +old of $111,128
in bingo profits "skimmed" from a veterans post in Kansas City, Kansas. The
indictment charged the Kansas City mob is a "criminal enterprise" in violation

of the Racketeer Influenced and Corrupt Organizations Act passed by Congress
in 1970.

The Kansas Quarterhorse Gambling Association paid economics Professor William
Terrell of Wichita State University to present the following numbers to the
news media. It was carried in the Wichita Eagle-Beacon on October 9, 1980.
$273.1 million would be wagered yearly at five
Kansas parimutuel race tracks.
$ 13.7 million or 5% of total amount wagered
would go to the state.
$ 30.0 million or 11% would go into pockets of
non-profit track operators, gambling
lobbyists, lawyers for legal counsel,
public relations firms, advertising
agencies, rich owners of winning horses,
shady vets with quick fixes for injured
e ~__horses and other worthy causes. -
40,000 would be the average daily attendance
for all five tracks.
210 racing days each year

The jssue today is not taxes, jobs, tourists, recreation, or right to vote.
The issue is commercial gambling, a public swindle, an activity criminal
n nature, a Tegal 11% skimming operation, a criminal enterprise. /4%21;4 e

The choice is yours, Vote YES for a lot of job absenteeism, lower worker pro-
ductivity, and $30 million yearly (their own research) into pockets of gambling
promoters or vote NO and take a stand for consumer protection, keeping consumer
dollars going to business and industry that makes Kansas better than other states.




HCR 5082 IS A DECEPTIVE RESOLUTION

The Tegislature right now has full authorization to permit, regulate, Ticense
and tax horse racing by bona fide nonprofit organizations and to provide for county
option thereon. The only reason for a constitutional change is to permit pari-
mutuel wagering. This wording is intended to confuse voters at election time, to
make them think they are voting for horse racing as was done in Oklahoma.

A VOCAL MINORITY

Pol1s may show many support parimutuel because they believe it will reduce
their taxes, but there is 1ittle question that race track gambling is being
promoted by the few who want to get rich operating the tracks and owning the
horses. Gambling promoters promised 1,000 people on the Statehouse grounds
demanding legislative approval of parimutuel wagering. With many onlookers,
around 150 came, even with the promise of free beer. Alcohol is our most abused

drug, and this is another example of gambling ties with drugged horses and
drugged people.

DECEPTIVE PETITIONS ASKING LAWMAKERS TO DISOBEY THE CONSTITUTION

According to Constitutional requirements for amendment and revision, law-
makers vote to approve race track gambling. If approved, the change shall be

submitted to the people. Lawmakers do not vote to give citizens the opportunity
to vote or to allow citizens the right to vote.

The right of people and right of lawmakers to vote on amendments is guaranteed
by Article 14 of our Constitution. IF TWO-THIRDS OF ALL MEMBERS ELECTED TO EACH
HOUSE SHALL APPROVE SUCH RESOLUTION which is a PROPOSITION TO AMEND . . . SUCH

PROPOSITION TO AMEND. . . SHALL BE SUBMITTED. . . TO THE ELECTORS FOR THEIR
APPROVAL OR REJECTION.

House members do not vote to submit a legislative change to the Senate. If
approved, it shall be submitted. The relationship of the House and Senate on

legislative change is like the relationship of the legislature and the people on
constitutional change.

PHONY POLLS WITH PHONY QUESTIONS

When 11 persons in District 106 with 18,000 population are part of an opinion
poll Erinted on the front page, February 28, 1984, of the Topeka Capital-Journal
with headlines proclaiming BETTING LAW FAVORED, you understand why a Hutchinson
News editorial on March 3, 1984, said "The Stauffer newspaper and television
interests are the chief backers of'race track gambling. Those who favor pari-
mutuel believe the media big 1ie that it will reduce their taxes.

Persons who want parimutuel want to vote on it. Concerned citizens who
don't want parimutuel don't want to vote on it. They don't want to spend time,

energy, and money to defeat in November what dedicated lawmakers can easily
defeat in Topéka.

An honest poll would result in the same number of persons wanting to vote on
it as would voté YES at election time. Phony questions have resulted in a larger
number wanting to vote on it as would vote YES for a gambling track in their

neighborhood. Lawmakers who voté YES for HCR 5082 ought to have the track across
the road from their home! ‘ '
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The following petitions were presented and filed:

HP 2178, by Rep. Barr, favoring the opportunity for the citizens of Kansas to

vote on the issue of pari-mutuel betting, signed by Glen Beck and 21 other
residents of District 51,

HP 2179, by Rep. Apt, encouraging members of the Kansas Legislature to - 2 Kg
allow the citizens of Kansas the right to vote on options of pari-mutuel horse < L~
racing, signed by Jeff Dorand and 12 others from District 10. Y o= —/

HP 2180, by Rep. Whiteman, believing the Kansas citizens should have the
right to vote on the Issue of pati-mutuel betting, signed by Shari Wheeler of
Hutchinson and 146 others.
HP 2181, by Rep. Hoagland, opposing pari-mutuel gambling and supporting ' ’

raising the beer drinking age from 18 to 21, signed by Thelma Hines and 35
others,
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The 'Befting ACidiction

New Jetsey Gambled — and Lost

Give us casinos in Atlantic City, said supporters
of a 1976 New Jersey referendum, and we’ll produce
jobs, housing for the poor and elderly and a rich run
of revenue for the state. And we’ll do it all while
keeping out organized crime.

Well, New Jersey voted for the casinos and
those rosy promises have blown out to sea. A new
study sponsored by the Twentieth Century Fund
tells why. In ““The Atlantic City Gamble,” George
Sternlieb and James Hughes of the Rutgers Center
for Urban Research give a scholarly and damning
:ggraisal of the state’s attempt to finance urban

évelopmeént with legalized gambling. The story
‘offers somber lessons for other states that are
tempted by the promise of a sure thing.

e . P . )

It’s been five years since the first casino opened
in Atlantic City and casino fans contend it’s still too

early for conclusions. But the Sternlieb-Hughes
- study carefully assesses where the costs and bene-

fits are headed — in quite a different direction than

the Nevada model. It's true, for example, that the
nine casinos now in operation have created nearly
30,000 jobs. But most of the jobs are inside the
casino hotels and few have gone to regidents of
Atlantic City.,

.'The new housing that was promised has not ma-
terialized. Higher costs for services have nearly
wiped out the benefits of the increase in property

values that resulted from heavy land speculation

The state has received a payoff in tax revenues
— more than $317 million since 1978. But that’s far
less than was originally anticipated and much less
than the reveriues that Nevada’s casinos produce.

One explanation seems to be that in Las Vegas,

a whole new. economy was built on gambling, It’s
another thing to try to use a gambling industry to re-
build a decayed city. Another explanation is reach.
Atlantic City has a local audience. Almost half its
customers are bused in from a 50-mile radius and
many are older adults who flock to the slot ma-
chines. Nevada caters to a national clientele and its
slot machines provide less than 30 percent of the
take,
_ Atlantic City and Nevada do compare in one
disturbing aspect: They attract organized crime.
Tight regulation has warded off scandal in Atlantic
City’s casinos, but the authorities point out that all
is far from well in the ancillary businesses and
labor unions.

The Sternlieb-Hughes report offers some posi-
tive judgments. As the casinos rely more on institu-
tional bankers and less on corrupt union pension
funds, they’re apt to become more respectable. De-
spite all the problems, the prospects are good that
the casinos will yet bring the state growing revenue.
But the weight still falls heavily on the other side of

‘the scale. To judge by New Jersey's experience,

casino gambling is a very bad bet.

Connecticut Is Dangerously Hooked

Connecticut does not yet have New Jersey’'s
problems, but the danger signals are there, It has
more forms of legal gambling than any other state.
Its gambling enterprises press to expand. Its regu-
lators aim to raise the take for the state treasury.

_ Legislators propose new ventures each year.

" . Of America’s six types of legal gambling — lot-
terfes, horse racing, dog racing, off-track betting,
casinos and jai alai - Connecticut has all but horses
and casinos so far. And none is static.

Take off-track betting. It began with a few par-
lors. Then the number expanded. Next they
sprouted variations. Connecticut now has 15 par-
lorg, originally just for playing the horses. Three

- wedks ago they offered the dogs as well. Five other
itions have been authorized. They'll soon
velop, you can bet onit.

" New Haven algo baasts the country’s only tele-
track — a place to dine, drink and bet on races pro-
jected on a giant screen. The voters of Enfield, on
the’ Massachugetts border, recently rejacted an

0.T.B. outlet there. But as long as the law allows for
more, they will appear somewhere,

Video lottery machinés are the newest tempta-

tion, though the Attorney General has ruled against
them. Their sponsors said they’d only be an exten-
sion of the lottery, which was Connecticut’s first
tumble into legal gambling 12 years ago. But the im-
mediate payout really makes them slot machines,
electronic cousins of the one-armed bandit, and an-
other step toward casinos. When the Legislature
reconvenes in the new year, it will consider bills to
declare them legal..

Connecticut got $137 million, or 5 percent of its
revenues, from legal gambling last year. That’s the
problem. The equivalent of this take would be to
raise the 7.5 percent sales tax to 8.5 percent, The
state’s five-year plan calls for a take of $200 million
two years from now. Regulators call it their ““goal”’
but it’s really a goad, to more gambling. The allure
is that this revenue is supposedly “‘painless.” Just

remember New J erseyr
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Lotterzes in Nebraska

A Chanceto M a Haifz

Recent problems for local-gov-
emment lotteries in Nebraska are
causing some people to propose a state
lottery as an alternative.

But when the subject comes up in
the Nebraska Legislature, it should not
" be merely a choice between state- and
local-government lotteries. Another al-
temative exists: the prohibition of gov-
-emment-operated gambling in Ne
‘braska. .

. Local-government lotteries were
dealt a -setback when U.S. Attorney
Ron Lahners said some lotteries con-
ducted by cities, counties and charita-
ble groups in Nebraska appear to be
violating federal law. The law pro-
hibits the -interstate shipment of
gambling equipment for unauthouzed
‘purposes,

The prohibition covers cities,
counties or charitable groups. Lahners
said the use by such lotteries of mate-
rials manufactured in other states is
widespread. He has ordered a halt to
"~ more than 5% lottery operations if
they use materials produced outsxdv
the state.

A state lottery would be exempt
from the federal prohibition. Tickets

© government at any level,

or other lottery equipment and sup-
plies manufactured outside the state
could be shipped in for use in a state
lottery. Pari-mutuel betting in Ne-
braska also is exempt.

It would he a shame if Nebraska
were saddled with a state lottery just
because it appeared to be the easy way
out.

Gamblirg is not a proper function of

Government should treat its citizens
fairly, not set up gambling operations
to fleece them out of their money. It
should encourage the qualities of in-
dustriousness and self-sufficiency —not
promote the something-for-nothing at- °
titude of the gambling hali. It should
support its programs with taxes col-
lected fairly and spent prudently, not -
with the proceeds of gambling opera- -
tions. .

Nebraska voters have never ap-
proved a constitutional - amendment
that purported to permil government-
operated lotterijcs. ,

Legislators should keep state gov‘ :
ernment out of the gamb ling business 4
— and, while they're at it, also prohibit

local governments from setting up

gambling games.
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Unicameral
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SENATOR HOWARD L. PLTERSON

District No. 35
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Grand Island, Nebraska 68801

COMMITTEES

Appropriations
Building Maintenance
Legislative Council

Legislative Address:
State Capitol!
Lincoln, Nebraska 68509
Office: (402) 471-2617

EIGHTY-EIGHTH LEGISLATURE

March 8, 1984

Reverend Richard Taylor
Kansans For Life At Its Best
Box 888

Topeka, KS 66601

Dear Reverend Taylor:

Every spring, when the horses race at Fonner Park in Grand Island,
people borrow money on their cars, their household goods, their
homes to bet on the winning ticket. Every year, some people lose
everything.,

Grand Island is my legislative distyict. This tragedy occurred
each spring when I was a banker there and, according to my friend,
Cliff Dale, the losers have not stopped risking everything.

I offered this testimony in opposing the state lottery proposal
in Nebraska. Some people will become gamble~holics; real families
suffer. The State of Nebraska has no business being involved in
a tax-revenue raising enterprise which has gambling as its basis

of support.
Sincerely,
) R _
oward L. Peterson
State Senator
HLP/a
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By Kathryn Haugstatter
of The Lincoln Star
The FBI and the Nebraska State Patrol are

conducling a joint investigation at the Ak-Sar-
Benl yage, track in Omaha, but officials are
tight-lipped dbout details. '

- US.Atlorney Ron Lahners said he could
nol comment on whether the investigation in-
volved drugs, but did say it is an area in

. which both federal and state officials ha\'e

concurrent jurisdiction. ' .
Lahners said certain licensed individuals at
Ak-Sar-Ben are under investigation but said
he was not aware of any arrests made at this
time. He said he couldn’t comment on
whether any arresls were planned or how
long the investigation had been under way.
Tom Greer, a veleran jockey at Ak-Sar-
Ben said Friday he and others associated

with the track were questioned aboutl drug
use among {rack personnel and fixing races.

Greer said he was interviewed Wednesday
for about 30 minutes by FBI agents about a
variety . of track aclivities, according to
United Press International.

“They asked abolit everything,” Greer said.
“They just asked me who I knew. I said I did-
n't know anyone that was fixing races.”

.Greer said 20 or 30 jockeys and others in-
volved:with the track were interviewed sepa-
ralely by the agents and track securily per-
sonnel. ) -

Lahners said the Nebraska Racing Com-
mission was aware of the investigalion and
was cooperaling with it.

Col. Elmer Kohmetscher, State Patrol su-
perintendent, said the patrol is working with
federal officials on a joint investigation, but

N LG .

referred other questions to the U.S. allorney's
office. . ‘

Altorney Paul Galler, a member of the rac-
ing commission, said he became “remolely
aware a few days ‘ago” that an investigation
was under way. ‘

Galter said the commission licenses every
owner, {rainer, jockey and groom at the track
as well as the concessionaires, so he couldn't
say which licensed individuals might be in-
volved in the investigation.

He said the racing commission has {(he
power {o revoke or suspend licenses of track
personnel, “so if there's really trouble it will
come 1o our atlention.”

He said Jack P. Kelterer, the commission’s
security chief, told commission members
after a meeting last Tuesday that he had been

contacted by federal authorities about an on-

going investigation.

.. Galler said Kelterer is trying to get more

information to give to the commission and the
investigation may be discussed at a regularly
scheduled meeting Saturday. .

“T hope there will be more known so we'll
know if action needs Lo be taken by us,” he
said.

Nebraska has eight race tracks althou gh
only two, Ak-Sar-Ben and Atokad in ¢
Sioux City, are currently 6pen. Galtes
lie didn't know how long the investig
has been going on or if any other i
were involved. )

“I have the feeling that the investic
has been going on for weeks or me:
the only reason theyre tc
cause something more ac;
happen,” Galter said.

s O
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83 OMAHA (AP) — Jockey Rob Williams, suspended
o T from riding at Ak-Sar-Ben for using cocaine, was al-
=R 2. mosl back in the saddle Friday until the frack manage-
= 3 ment barred him from the grounds.

= —; The order 1o bar Williams, 25, was issued by Dick
g 3 Becker, Ak-Sar-Ben general manager and execulive di-
= 3 reclor.. - . .

=t

On. Wednesday, the Nebraska Racing Commission

'suspended Williams from riding for the remainder of ...

the year for using cocaine. Jockey Tim Doocy was also
suspended — for 30 days. »

Williams — through his lawyer; J. William Gallup —
had obtained a temporary resiraining order Thursday
that would have allowed him to ride Friday.

The - restraining order issued by District Judge
James Murphy barred the racing commission from en-

forcing its suspension until a hearing tentatively set for
9 a.m. Monday before District Judge Jerry Gitnick.

Becker said the restraining order did not include Ak-
Sar-Ben and its management. A spokesman in Gallup's
office said an amended petition would be filed for the
restraining order to include Ak-Sar-Ben.

“The restraining order by the court was placed on
the Racing Commission, not on Ak-Sar-Ben. Ak-Sar-
Ben management decided that Mr. Williams would not
be allowed to ride” Becker said. “The restraining
order apparently involves the length of the senlence
issued by~ the commission and nol a question of
whether the use of drugs ook place.”

In addition to Williams and Doocy, six track employ-
ees were suspended afler admitting they had pos-
sessed or used cocaine.

Williams's suit filed Thursday also sought tempo-

rary and permanent injunctions that would bar the
commission from suspending his jockey's license.

Williams' suit alleges that his suspension was more
severe than Doocy’s because he refused to cooperate
in the investigation of drug trafficking and use among
Ak employees.

Williams admitted to the commission Wednesday
that he had used cocaine, bul he said he had never
given anything but his bes( ride on a race track.

A drug investigation by law enforcement authorities
has resulted in grand jury proceedings and led to the
racing commission summoning 18 race track employ- :
ees for a hearing on their licenses.

Seven men, including jockeys Perry Compton and
Tom Greer, are scheduled_to appear Tuesday before

the commission. .
%4 Y Py



By Ken Hambleton * -
Statf Sports Writer- -

:HA — The Nebraska State Rac-

amission revoked the state rac-

ases of five admitted drug users

ppeared before a - commission
Wednesday at Ak-Sar- Ben e

rule 18 ), wmch sa)s the in-

nt in the sale, purchase posses-
sion or use of illegal drugs and narcotics
- will result in the lost of license, the com-
mission revoked the 1983 state racing li-
-censes of trainer Dan Ferguson, Ak-Sar-
Ben video manager Roger Wallace, ex-
__ercise boys Ron Scott and Michael T.
- Kirby dnd concessronalre Jeffrey Dale
Crou i

Mike stler a groont at Ak-Sar- Ben,
was put ona probatlonary license.

All $ix licensees will be required to
enter a drug rehabilation program im-
mediately in order lo have a chance to

pursue a hcense in 1984
o Purchase and use k
In statements presented to the racing
commission by Nebraska Assistant At-
torney General Pat O'Brien, the six
licensees admitled to the purchase and
use of drugs during the A}\ Sar- Ben rac-

mg season.

“Four more hcensees Jockeys Rob

Williams and Tim Doocy, trainer Bill

Frazee and SportsEye reporter Steve
Nolan- were to appear before the com-

mission' Wednesday afternoon. Others -

who will appear before the commission
on July 12 will be jockeys Perry Comp-
ton’ and Tom Greer, trdiners Jerry
Glover  and' Greg Zielinski, - groom

“Randy Graves and John Marion.’

~ “As the Nebraska State Racing Com-
mission we can ‘only function to matters
that pertain to the granting and revoca-
tion of licenses,” Commission Chairman

“tegrity ‘of thoroughbred horse
O F arnham sald :

Harry Farnham saxd :
“We were presented w
that each of these six people who ap-
peared this morning had testified to var-
ious law enforcement authorities duri ing
the past couple of months thdt they had
been involved with the usé: of cocame
and other xnegal drugs "o Brlen said,

. *Shared mformahon

' “We then shared this mformahon with
the racing commission and presented

‘the relevent material for them to make

a judgement,” he said.
Under the Nebraska Rules of Racing

the commission is authorized to bar any

persons “who present.a danger to.the in-
Cmg,"

“We ‘were grven no ewdence that

these people involved this morning were
“ sellers or heavy users, or people who ,

couldsngmhgantly affect the outcome of

evidence

a horse race v he

“There is no ewdence that there were

fixed races or anythrng of that nature in-
volved in these six cases this mormng "
he said, .

Specifically, Wanace admitted he pur

chased a gram of cocaine and then used

it at Ak-Sar-Ben this season; Cisler ad-
milted he smoked marijuana in the Ak
parking lot this season; Scott admitted
he used cocaine in a parking lot of a

local pub; Kirby said he purchased one

gram of cocaine at the pub, and Croll

said he had been given cocaine by anin- . pov 44 try “someone ~on criminal

" charges ”

dmdual known as“*Dan.” .
Llcense submxued

:v l*erguson ‘who is one of those asked 3

to the commission. who is also under in-
vestigation by the Federal grand Jury

inlvestigating - the - sale-of drugs_in

Omaha, submitted his license to the rac-
ing commission Wednesday morning.

~ " “We know that he did buy and use co-

caine on numerous occasions but that he
did not wish to testify before our hear-

ing as to jeopardize his testimony before V

the federal grand jury,” Farnham said. -

“ewe had some reluctance in holdmg
this hearing at this tnne hecause of the

' federal grand jury.

“But we wanted lo clear the air as
quickly as possible,” he said. “Our only
function pertains to the nght of an indi-
vidual to maintain a racing hcense and

I‘arnham said that the Racmg Com
mission-had cooperated with the state

and federal authorities in the “months

long” investigation of drug use at the

- track, but that there was no signifigant-

connection between the use of drugs at
the track and the large scale investiga-

“clean it up.”
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tlon currently hemg held by the grand

jury. :
Donated to mveshgatlol

I' arnham said that racing sources do

* nated between $15, 000 and $20,000 {0 the .

drug investigation. .. .. s )
“Racing itself pushed the mvestlg 3
tion, helped in the investigation and con:
tributed financially to the investigation
so we could get to the bottom of it,”- -
Farnham said. “Our posilion has been
from the very beginning that no matter -
how bad it was, nothing was gomg to.be
swept under the rug. We were oing 1o

Evidence indicates that none of those
suspended Wednesday mormng had sold
drugs, Farnham said.: :

Of the 18 people drrected to ppear: -
before the commission Wednesday; or y

_one, Bill Murray, who hves m,', ia
Fla, failed'to respond




By Ken Hambleton
Staft Sports Writer

OMAHA — Claiming that “nothing
was going to be swepl under the rug,”
Nebraska State Racing Commission
Chairman Harry Farnham announced
Wednesday that jockey R.D. “Rob” Wil-
liams “has his racing license suspended
with no guarantee that he'll be issued a
license in the future.”

Williams was one of 10 men appearing
before the State Racing Commission
hearing on the sale, purchase, posses-
sion and use of illegal drugs and narcol-
ics by track licensed personnel at Ak-
Sar-Ben thoroughbred race track.

There was no evidence presented to
indicate that any of the licensed person-
nel had sold drugs or that there was an
investigation involving race {ixing.

Doocy suspended

The commission suspended the i

cense of jockey Tim Doocy for 30 days

and revoked the 1983 licenses of {rainers -

Dan Ferguson and Billy Frazee, Ak tele-
visicn conirol manager Roger Wallace,
exercise boys Ron Scott and Michael T.
Kirby and concessionaire Jeffrey Dale
Croll,

Jockeys Tom Greer and Perry Comp-
ton, along with trainers Greg Zielinski,
Randy Graves and Jerry Glover, will

appear before a commission hearing
next Tuesday.

“We're going to make it plain that we
won't. stand for the use of illegal drugs
— cocaine — around the race track,”
Farnham said. “We feel that Willlams
was at the center of a lot of this stuff
and everything seemed {o start with
him. That's why he gol the suspension
he gol.

“On the other hand, Doocy has been
very cooperative and straight-forward,
the opposite of Williams,” Farnham
said.

Top Fonner rider

Williams, the 10th leading jockey at
Ak this season and the leading jockey at
Fonner Park this spring, testified that
“in the company of Tim Doocy and

- Perry Compton, on at least two occa-

sions, I had made four purchases of co-
caine (one gram at $100 each time) at
Clancy's Lounge in Omaha,” he said. “1
only used ‘cocaine occasionally and
shared il — like’someone going to a bar
and buying a drink for a friend.

“It started two years ago in Grand Is-
land (Williams' home town) and it has

* beenon and off since then,” he said.

“There was never any deal like where
someone asked me to hold a horse or fix
arace,” Williams said.

‘Thursday, July 7, 1983
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When asked if his cocaine use ever in-
terfered with his riding ability, Wiliams
answered “no.” .|

Cocaine purchased
Pat O’Brien, Nebraska assistant at-

“torney general and commission lawyer

said that at one point in the investiga-
tion, Doocy testified to law enforcement
authorities that he had “purchased four
grams of cocaine from Williams. But he
was confused and admitted he had pur-
chased the cocaine along with Wil
liams.” -

“T used cocaine two or three times
with Compton in Lincoln last fall,” said
Doocy, the sxxth leading jockey at Ak
this summer. “It never affected my rac-
ing and I wouldn'’t have done it if I was
putting anybody in danger.”

The commission based its decisions
on testimony presented lo various law
enforcement authorities and some ques-
tioning by the three-member commis-
sion and O'Brien,

Racing Commission helps
Farnham said that the Racing Com-

mission had helped push the investiga-

tion, conducted by the FBI, State Patrol
and local sheriff’s office. Farnham said
that racing sources had donated $15,000

to $20,000 {o the drug investigation at Ak- -

Sar-Ben.

“There’s a grand jury investigation
going on’'and that accounted for our only
reluctance to holding these hearulgs
now,” Farnham said.

Farnham was referring to “Operation
Zookeeper”, a task force probe of illegal
drug sales, use and delivery currently
underway in the Omaha area.

Admit use

Those appearing before the hearing
Wednesday and admitling the use of ille-

- gal drugs, and the commission’s find-

ings:

e R.D, "Rob" Wiltiams, 25, Grand 1s-
land, jockey, indefinite suspension, -

e Tim Doocy, 27, Omaha, jockey, 30-
calender day suspension ends Aug. 5,

e Billy Frazee, 28, Omaha, trainer, H-
cense revoked for the remainder of the
vear and denied access to any Ne-
braska track. Could be eligible for 1984
license upon completion of drug and al-
cohol rehabilitation program.

e Robin Keller, 27, Columbus, train-
er, probationary license the remainder
of the vear.

e Steve Nolan, 23, Omaha, jockey
agent and reporter for Sports Eye mag-
Gzine, probationary license for remain-
der of vear with drug rehabilitation
program stipulation.

The commission revoked the 1983 li-

censes of the following licensees for ad-.

mitted use of cocaine, with the stipula-

tion that they could apply for a 1984 Ii
cense upon completion of drug rehabm
{ation program: .

e Ron Scott, 21, Jefferson, S. D exer-
cise - boy; Jeffrey Dale Croll, 29,
Omaha, concessionaire; Michael T.
Kirby, 21, Silver Creek, exercise boy;
and Roger Wallace, 39, Arcadia, Ccl.,
Ak television control.

Others affected by commission decx.
sions:

o Mike Cisler, a 21-year-old Iicensed
groom, was given a probationary li-

cense for the remainder of 1983 and ',
must submit to a drug rehabilitation

program. |

e Dan Ferguson, 32, Omahg, trainer, .

surrendered 1983 license Wednesay
morning. Con apply for 1984 license

upon completion of drug rehabilitation
-program. .




Race Commission
shows no proof
of race fixing

Ken Hambleton .~

he Lincoln Star :

WAHA — Nebraska State Racing Commis-
“hairman Harry Farnham announced Wed-

* jockey R.D. “Rob” Williams “has had |

~ense suspended with no guaraniee
isued a license in the future.”
as one of 10 men who appeared be-

“ommission hearing Wednesday on !

:ase, possession and use of illegal
Htics at Ak-Sar-Ben.

no evidence presented to indicate '

46 Lie licensed personnel had sold drugs or

. there was an mvestxgauon mvolvmg race
ng.

“he commission suspended the hcense of
<ey Tim Doocy for 30 days, and revoked

1983 licenses of trainers Dan Ferguson,
iy Frazee, Ak-Sar-Ben television control

«anager Roger Wallace, exercise boys Ron -
Scott and Michael T. Kuby, and concessmn- :

aire Jeffrey Dale Croll;”

Jockeys Tom- Greer and Perry Compton,
along with trainers Greg Zielinski, Randy
Graves and Jerry Glover, wﬂl appear before
the commission next Tuesday :

“We're going to make it plain that we won't
stand for the use of illegal drugs — cocaine —
around the race track,” Farnham said. “We
{eel that Willilams was at the center of a lot of
{his Stuf f and everything seemed to start with
him. That’s why he got the suspension he got.

On the other hand, Doocy has been very
cot. live and straightforward, the opposite
of Wuilams,” he said.

- Williams, the 10th leading jockey at Ak-Sar-
Ben's thoroughbred track this season and the
leading jockey at Fonner Park this spring, tes-
tified thal “in the company of Tim Doocy and

Doocy suspended fo 30 days.

Perry Compton on at least two occasions, 1
had . made four purchase$ of cocaine (one

" gram at $100 each time) at Clancy's Lounge in

Omaha,” he said. “I only used cocaine occa-
sionally and shared it — like someone going to
a bar and buying a drink for a*friend.

“It started two years ago in Grand Island
(Willlams’ hometown)-and it has been on and
off since then,” he said.

“There was never any deal like where
someone asked me 1o hold a horse or fix a
race,” Williams said. ' When asked if his co-
caine use ever interfered with his riding dbll
ity, Williams answered *“no.”

Pat O'Brien, Nebraska assistant attorney
general and commission lawyer, said at one
point in the investigation Doocy testified to au-
thorities that he had “purchased four grams of
cocaine from Williams. But he was confused
and admitted he had purchased the cocaine

Wmlams draws mdefmlte suspensnon.

along with Wﬂhams O f

“I used cocaine two. or three. times with

sixth leading Jockey at A Sar-Ben this sum-

- mer.

i
“It never affected myr cmg and I wouldnt
have done it if I was putling anybody in dan-
ger,” he said.

The commission based ils decisions on {esti-
mony presented to various law enforcement

“officials and some questioning by the three-
- member commission and O'Brien.

“We're not so naive as to feel that if some-
body was in a position to affect the outcome of
arace and had a $1,000- to $1,500-a-week drug
habit, that he wouldn't be susceptible to just
that very thing," F arnham said.

Turn to: Racing,, Page 3

~ Compton in Lincoln last fi 11,” said Doocy, the"

)
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~ “QOperation Zookeeper,” a task force probe of illegal drug |

i

. From Page L ;b
Racmg CoE

“Farnham said lhe Racing Commlssmn had helped
. push the investigation conducted by the FBI, State. Pa-__
“trol ‘and local sheriff's “office. - Farnham said. rdcmg-;
- sources had donated $15,000 to $20, 00() to Lhe drug mvesh-
* gation at Ak-Sar-Ben,

“There’s a grand jury mvesuoatlon gomg on dnd Lhdt iy
accounted for our only reluctance to holding these hear-
ings now,” Farnham sajd. Farnham was referring {o

sales, use and delivery currently underway in the
Omaha area. i
MBul we wanted Lo clear the air as qmcklv as possrble !
Our position from the begmmng has been that no matler
- how bad it was, nothing was going to be swept under the ]
rug,” he said. E
- Those appearing before the hearing Wednesday and
_admitling the use of illegal drug,s and the commlsslon S

findings: o
— RgD (Rob) Williams, 25, Grand island, |ockey, mdeflmte

suspension.
— Yim Doocy, 27, Omaha, |ockev, 30-day suspensmn ends

" Aug. 5.

- = Billy Frazee, 28, Omaha, trainer, hcensed revoked remain- .
der of year and demed access to any Nebroska track. Could be
eligible for 1984 license upon compietion of drug. und olcoholq '
rehabilitation program.

— Robin Keller, 27, Columbus, trulner, probohonorv license |
~ the remainder of the yeor. : .

— Steve Nolan, 23, Omaha, jockey ogem ond reporter for
Sports Eye magazine, probationary license for remainder of .
vear with drug rehabilitation program stipulation.’

The commission revoked the 1983 licenses of the folowing |
_people for admitted use of cocaine; with the. stipulation they:
could apply for a 1984 license upon completlon of dlug reha- :

bilitation program: B
- Ron Scott, 21, Jetferson, 5.D., exercuse boy.
— Jeffrey Dale Croll, 29, Omoha, concessionaire. el
- Michael T. Kirby, 21, Silver Creek, exercise boy. - - ;;
— Roger Wallace, 39, Arcadia, Cal., Ak- Sur Ben 1elev1sion i
control. L

i~ Others affected by commission decmons Sl
— Mike Cisler, 21, a licensed groom, was given a probohonoryr“ !
license for the remomder ‘of 1983 and must submn to.a drug |
rogram.
reﬂ"bom“’rl-%?gu??n, 32, Omaha, trainer, surrendered 1983 fi- :
cense Wednesay morning, Can apply for !984 license upon com-
pletion of drug rghabiiitation program. :
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Editorials: Optmons of the Journal

rug%° Al t' ' e tracl{ o

: Druggmg a race horse mv1tes scandal.
~ So;does a race track that takes a tolerant

rlde horses drug themselves. -

“'Nebraska’s State Racmg Commission
ha’fd‘ little choice but to move swiftly and
decisively in dealing with reports of illegal
drtig activity among people associated with
AK-Sar-Ben track in Omaha. Racmg S good
name in this state was at stake. -

.'The commission understandably had
some reluctance in acting now, lest it inter-. .
fere with law enforcement agenc1es inves- -

tlgatlons into drug activities in the Omaha
area, or jeopardize the rights of individuals

mvolved But the alternatlve to “clearing '
the air” quickly — ~Commission Chairman,

Harry Farnham's phrase — was to risk let-
tmg a bad situation grow worse.

~The commission has - suspended two
]oekeys one - of ~whom:-won..a .temporary:
court order blocking the-suspension. Com-,

mtsswners also lifted the licenses of five
»other persons who worked at Ak-Sar-Ben,
as- well as placing three more on probatlon

In~add1tlon one trainer surrendered his &i- .
cense voluntarily: Other jockeys and train-

A

State Racing Commission and the courts
' are different.

« AS an article in Wednesdays Journal'

related of 30 persons arrested in Lancaster

County a year ago on drug-dealing charges 1

only two have been sent to prison.

~ “Ten were placed on probation. Three Vi
others were transferred from district eourt
to: Juvemle court, again with probatton as’

the result. Charges against another 10 were

dlsmlssed with four of the suspects going

: 1nto the pre-trial diversion program. Five
* cases are still pending. -

+ Given the severity of Amerrcas drug
problem some will ask whether in all these B

cases the punishment fits the crime.
“Yet probation is not an uncommon re-

sult in a-variety of criminal cases, espe-.

c1ally where the crime is a first offense. -

Moreover bemc on probatlon hardly,;’

shapes up as an easy life: It lmposes re-

strictions on the offender. In certam of the

drug cases, those, on probation have had 4

pay restitution to the fund which’ pohce use

to huy drugs from suspected dealers

',v‘

,dressmg the problem

-t lM’l

Obvmusly the dutles of theNebraska ..

_ersare to appear ata commlsswn hearmcr
- next week.
att‘ltude when those who train, tend and -

-Will all this preserve the confldence of

“the racing public in the Ak-Sar-Ben opera-
“ tion? One hopes so. The commission and

the industry it oversees, which helped fi-
nance the investigation, appear to be:mak-
ing a sincere effort to keep racing respect« :

able in. Nebraska

Horse racing is a’ Vsport hxghly vulnera-‘
ble to loss of public trust because of the

~money that changes hands.. When word -

spreads that people around a'race track are
using cocaine, suspicion is bound to grow
that some-may be tempted to tamper with
races in order to pay.for. what-can be an ex- -
penswe habit. Or that they will be rendered's
incapable of giving their best efforts.

Racing is by no means the only sport af- .

_flicted with: a cocaine’ problem: -Unfortu- -

nately, the others have«notlmatched the Ne-.,
braska racing commtssxon s openness in ad- ;

_Nebraskans' in general, ‘(the Journal\"

~feels sure, support swift’ arid. stern meas-
ures’ by the racmg commlsswn to keep the_"
‘sport clean 5

'@ C@MEES

“The ones who went into -pre-trial di-

- version or were handled by juvenile court
. were required 1o demonstrate an effort to- -
“ward rehabmtatlon "The success or failure -
“of rehabthtatlon of course cannot be as:-

sessed until the offender’s behavior is ob ‘

- served overa period of years.

" Rehiabilitation of criminal$ remains a
goal -of ‘society. So does deterrence of

- crime. The rehabilitative virtue of prison is

in*dispute. Perhaps the deterrent effect of
probation is, ioo, though surely it is not

- without some deterrent value.

A problem could arise if law enforce-

.ment agencies, feeling that courts are too
‘lenient with drug offenders, lose their zeal
for pursuing such cases. Lancaster County
_ Attorney Mike Heavican would like to see.
- pre-sentence investigations pay more atten-

' tion to police officers’ knowledge about of- ‘
‘ fenders That seems reasonable

Dispensing justice is seldom easy But if ‘
etytriuly believes drug offenders should
be. dealts with more severely, the courts;

:‘rnay well Tespond. Judves are not immurne
o pubhc oplmon -
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OMAHA (AP) — Jockey Rob Williams, suspended from rid-

- ing al Ak-Sar-Ben for using cocaine, was almost back in the

saddle Friday until the frack management barred him from
the grounds.

The order {o bar Williams, 25, was 1ssued by Dick Becker,

i Ak-Sar-Ben general manager 4nd_execuuye director.’

On - Wednesday, the Nebraska ;Ra'ciﬁ’g"‘Céri‘imissibn sus-

E pended Williams from riding for the remainder of {he year for

using cocaine. Jockey Tim Doocy was also suspended — for 30

| days. _
|-, Williams — through his lawyer, J. William Gallup — had ob-

i tained & temporary restraining order Thursday that would

. have allowed him to ride Friday.

- The restraining order issued by District Judge James Mur-

_ phy barred the racing commission from enforcing its suspen-

- decided that Mr.

sion until a hearing tentatively set for 3 a.m. Monday befme
District Judge Jerry Gitnick.

Becker said the restrammg order did not include Ak-Sar-
Ben and its management. A spokesman in Gallup's office said
an amended petition would be filed for the restraining order to
include Ak-Sar-Ben. :

“The restraining order by the court was placed on the Rac-
ing Commission, not on Ak-Sar-Ben. Ak-Sar-Ben management
Williams would not be allowed to ride,”
Becker said. “The restraining order apparently involves the
length of the sentence issued by the commission and not a
question of whether {he use'of drugs took place.”

In addition to Williams and Doocy, six track employees
were suspended after admitling they had possessed or used
cocaine. i

i

Williams's suit filed Thursday also sought temporary and
permanent injunctions that would bar the commission from
suspending his jockey's license. ' S

Williams’ suit alleges that his suspension was more severe
than Doocy’s because he refused to cooperate in the investiga-
tion of drug trafficking and use among Ak employees. ‘

Williams admitted to the commission Wednesday that he
had used cocaine, but he said he had never given anything but.
his best ride on a race track. .

A drug investigation by law enforcement authorities has re-
sulted in grand jury proceedings and led to the racing com-
mission summoning 18 race track employees for a heari mg on
their licenses. '

seven men, including jockeys Perry Complon and 'I‘om'
Greer, are scheduled to appear Tuesday before the commis-
sion. :
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Schlichter always

did enjoy gambli

BALTIMORE (AP) — Art
Schlichter’s friends say the Bal-
timore Colts quarterback always
had a taste for
gambling, but
his  troubles
began when he
became a
professional
footbhall player
and had hig
money - to
spend.

“He liked to
bet before he @
turned pro and
the main lhmg now is he-just had
more money,” Anthony Berlin, a
friend of Schlichter’s since high
school, told the Baltimore Sun in
a report published Saturday.

Berlin, 24, a county highway
worker in Wilmington, Ohio, said
the former Ohio State football
star started betting on profes-
sional basketball games last fall.

He said Schlichter, who grew
up in Bloomingburg, Ohio, and
lives in Columbus during the off-
season, confided several wecks
ago that he was troubled abhout
his gambling debts.

**He said he had gotten himself
in a lot of trouble hy getting way
in over his head gambling,”” Ber-
lin said. “He was just worried
and everything, afraid he had

Art Scnhcm r

went too far. He didn’t know what'

todo.”

Schlichter, 22, was identified
Friday as the National Football
League player cooperating with
the FBI in an investigation of
sports gambling. The probe al-
ready has resulted in an indict-
ment against four Baltimore
men.

Reports said he lost $389.000 on
bets this year, and contacted fed-
eral agents after he was pressed
for payment by gamblers who
threatened to tell the Colts about
his gambling.

A federal source in Washing-

ton, D.C., has said Schlichter
himself is not a target of the
probe.

Schlichter has refused to com-
ment on the matter. He was smili-
ing and chewing gum Friday
when he emerged from his law-
ver's office in Columbus. “I'm
fine. I'm OK — really,” he said.

He said he could not comment
further because “I'm not allowed
to say anything.”

Schlichter has been staying in
an apartment in the Columbus
area and recently re-enrolled in
classés at Ohio State, his grand-
father and namesake, Arthur
Schlichter, said Friday.

Recalling a conversation the
two had several weeks ago dur-
ing an independent league bhas-
ketball game, Berlin said
Schlichter was upset but vowed
to solve his problem.

“‘He said he had decided to quit
it, get out of it, and was going to
talk to his dad about it,”" Berlin
said.

John Patton, a Wilmington,
Ohio, car dealer who knew
Schlichter and a number of his
teammates at Ohio State, said,

“Art definitely had a taste for
gambling.

**At Ohio State, he went a lot to

"Beulah Park and Scioto Downs.

’
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Columbus _arca racetracks.
Patton said.

But Berlin and other friends of
the quarterback say Schlichter
never bet large amounts of mon-
ey. -

Ohio State football coach Earle
Bruce said he would sometimes
run into Schlichter at Scioto
Downs, where the Schlichter

~family has a box near the finish

line. But Bruce said he never had
any cause for concern.

“Scioto Downs was a formi of
cntertainment for Art and his
family.” Bruce said, noting that
trotters and pacers are bred in
the area where Schlichter grew
up and that many families went
to the track together.

“Anyway, $2 bets have nothing
to do with thousands of dollars.”
Bruce said.
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Rozelle hangs
suspension

on Schlichter

NEW YORK (AP) — Quarterback
Art Schlichter of the Baltimore Colts,
whose compulsive’ gambhng cost him
thousands of dollars
and his image as an
All-American boy,
was suspended in-
definitely Friday by
commissioner Pete
Rozelle for betting
on National Football
League games and
other sports events.

Schlichter,- a 23-
year-old former star

. - at Ohio State Univer-
sity who failed in his rookie year to
justify his selection as a first-round
draft choice, could have been banned
for life by the NFL, or he could simply
have been fined.

Instead, Rozelle chose the middle
road, benching Schlichter for the pre-
sent time and promising to review his
case and consider him for reinstate-

- ment before the 1984 season. It is the
first time since 1963 that Rozelle has
had to bench a player for gambling.

A statement by Rozelle said Schlicht-
. er had admitted placing “‘sizable bets
on at least 10 NFL games during the
1982 season and postseason’ and on
other pro team sports. But Schlichter
said he never bet on or against the Colts
and never attempted to influence the
outcome of a game “‘or accepted money
or anything of value from those who
might have been interested in doing so

o, ; 5
Art Schlichter

“While I have compassion for him
and his illness,”” Rozelle said, “‘an NFL
player with his record of gambling,
whether prompted by uncontrollable
impulses or not, cannot be permitted to
be active in the NFL until the league
can be solidly assured that the serious
violations of cardinal NFL rules he has
committed will not be repeated. Public
confidence in the game of professional
foothall requires this.”

Schlichter, who met with Rozelle for
four hours two weeks ago, told him
then that he was willing to undergo
treatment for his compulsive gam-
bling. On Friday, Schlichter was in an

--unidentified hospital ‘“‘undergoing in-
tensive therapy,”” his lawyer, Jack
Chester, said from Columbus, Ohio.

Said Max Schlichter of his son: ““I
think he just got pulled in by some
big-city boys.”

opeka Capital-journal, Thursday, May 26, 1983 29
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Expert on Organized (rime Refutes Gambling Claims

By David Wilkinson, CLC Staff

WASHINGTON (BP)—Despite recent
trends toward its legalization, illegal
gambling still ranks as a major source of
revenue for organized crime in the United
States, according to an FBI expert of
organized crime activities. :

Sean McWeeney, chief of the organiz-
ed crime section in the FBI’s criminal in-
vestigation division, told Southern Baptist
Christian Life Commission staff member
Larry Braidfoot gambling joins narcotics
and labor racketeering as the most
lucrative ventures of organized crime.

The FBI official refused to confirm
estimates of revenues generated for
organized crime by gambling, since such
estimates ‘‘are not part of the FBI's job.”
Some gambling experts have estimated
$26-30 billion comes annually from
organized crime’s gambling operations.

McWeeney also refuted claims of pro-
gambling forces that legalized gambling,
particularly state lotteries, reduces illegal
gambling activities and thereby bites into
the pocketbook of organized crime.

He cited recent studies of legal gambling
in New Jersey and of off-track betting in

New York as evidence the result may be
the opposite. ‘“The major track problem,”’
he pointed out, ‘‘is credit. Legal gambl-
ing creates new gamblers who switch over
to illegal gambling when their money is ex-
hausted. They switch to the illegal games
because they can get credit.”

McWeeney identified illegal sports
bookmaking as the number one money
producer for organized crime’s gambling
activities, due primarily to the immense
popularity of pro football. Sports gam-
bling, he said, would be followed by pari-
mutuel gambling (mostly on horse races),
illegal lotteries and casino gambling, in
that order.

“‘Small individual bets by themselves
don’t seem significant,”’ he explained.
“But millions of these small bets provide
an enormous source of income which can
then be used in other organized crime ac-
tivities like the narcotics trade.

“Those who go overboard in their bet-

ting are likely to wind up getting involved PE==—=g ==

with loan sharks. Only then, when they are
unable to pay the exorbitant fees, do they
run into the violent aspect of organized

crime.” pebruary 23, 1984

By Douglas Frantz

Loan shark tr

THE PLOT IS a bit worn for Holiywood:-

Thursday, February2,1984 The Kansas City Times A-3

New Jersey will open clinic to treat gamblers

The Associated Press
TRENTON, N.J. — New Jersey,

dubbed the “‘gamblingest state,” will .

open its first clinic to help some of

the state’s estimated 65,000 compul- -

sive gamblers by the end of the
month, officials said Wednesday.

About 250 gamblers and their fami-
lies will be treated annually at the
Mental Health Institute at John F.
Kennedy Medical Center in Edison,
said Riley Regan, director of the
state Division of Alcoholism.

A $70,000 state grant will fund the
Compulsive Gambling Treatment
Center, which will provide social and
medical services, referrals and

State might fund other centers if first one is successful

around-the-clock crisis help. Mr. Re-
gan said that if the program is suc-
cessful, the state probably will fund
another one in southern New Jersey.

The National Council on Compul-
sive Gambling estimates there are
as many as 12 million compulsive
gamblers in the United States and
that about 375,000 of them live in New
Jersey.

Conservative state estimates place
the number of compulsive Garden
Sta(t;e gamblers at 65,000, Mr. Regan
said.

State officials predict there
eventually will be five such centers,
But Mr. Regan said none will be in
Atlantic City because that ‘‘would be
like running a Weight Watchers clin-
ic in the back of a bakery.”

““This is an idea whose time has
come,” said Arnold Wexler, vice
president of the gambling council.

“We do know that it’s a problem.
We don’t know how many people are
doing what kind of gambling. Clear-
ly, all of the gambling problems in

Chicago Tribune, Sunday, September 11, 1983

the state do not belong in the casi-

nos,” said Assemblyman Chuck
Hardwick, a Union Republican.

The center’s counselors will evalu-
ate the clients and develop a treat-
ment program tailored for each indi-
vidual. Clients will not be billed for
the counseling service but will be
billed for medical care such as labo-
ratory tests. ) ' -

Insurers often do not reimburse
policyholders for care related to
gambling addiction.

Legalized gambling is offered at
nine Atlantic City casinos, several
horse-racing tracks and through the
New Jersey Lottery and neighbor-
hood bingo games.

Seclion 1 -

Chicago - Iribune..Si
go—3bune

ial reveal

an Informant, were revealed to & jury last’
week in'U.S. Distriet Court, The trial before

the expansion of Borak

Joseph LaMantia, who pr%mi?(ed tﬁ_bankroll
s bookmaking oper-

reverse his luck;

But Borak saw the

] A\ an
Yt Jy TPty

money as a way to

;s .S tom
L4 T

s treadmill of the ‘cambling habit’ ;

owed everybody money, friends, family, 1
had nowhere to turn to and 1 was fearful for

A hard-working family man bets the horses

and his habit grows. He goes deeply into.

debt to loan sharks and can't pay. Fearing
for his life, ha runs to the FBI and becomes
an informan,

This drama, bowever, is not on a movie
screen, The story is Danny Borak's and it is.

being told from the witness stand in the
trial of four men on loan-sharking charges.
Two deputy U.S, marshals sit in courl while

Borak testifies and escort him out when he _

finishes. - . '
Borak’s story is about his descent into the

gritty world of loan sharks and the fierce
zée\m ling habit that he rode to those
epths.,

sations he taped secretly after he became

he details, au&mented by conver-

"Judge William T, Hart resumes Monday.

- A Chicago native and father of two,

Borak, 42, was a clerk in the Chicago Water |
Department’s south district office at 7521 S.-
Western Ave. for seven years. His former .
was a steady, unflamboyant

boss said he
worker.

BORAK TESTIFIED that he routinely

‘placed small wagers on horse races.

hrough bookies at work, but that in the late
1970s his gambling escalated. :
“It got to the point where 1 was betting
hundreds, five-hundreds, and toward the
end I was betting thousands,” said Borak.

To sugport his gambling, Borak began
taking bhets on horse races from fellow
employees in 1977, In the summer of 1979,
he said, a coworker introduced him to

ation, X . .
Federal authorities say LaMantia, 49, of
2815 S. Shields Ave., is a loan shark and
front man for Angelo LaPletra, the mob’s
gambling boss on the South Side, LaMantia
1s one of the four defendants.

WITH LaMANTIA’S financing, Borak
said, his bookmakinE operation grew t{o
-almost $10,000 a week by 1982. Most busi-
ness: was conducted over Water Depart-
ment telephones,

The. operation was going so well that in
September of that year, Borak -said,
LaMantia promised him unlimited funds to
loan people who placed their bets with him,
LaMantia insisted that the money go to
“working people’’ and that no one get more
than $500. , :

“1 was in trouble,” he testified. ‘I was
losing a lot ~ money and I owed money and
1 didn’t {i.ve¢ \he money to pay my gam-
bling debts off. So, 1 was taking this money
and paying off my gambling debts. 1 was
betling heavier and all 1 did was just get
deeper in the hole.” :

In two months, Borak lost $50,000 of
LaMantia’s money. To cover up the loss, he
claimed that the money had been loaned to
fellow workers, He even gave LaMantia a
list of real people and said they owed the
noney. .

BORAK HAD also lost $14,000 in bets to
LaMantia, so that his total debt to him was
$64,000. He saw no way to pay it back.

“1 was completely broke,” he testified. ‘1

‘my safety and my family’s safety.”

Borak went to the Internal Revenue Ser-

'vice with “his story. The IRS {urned him

over {o the FBI, which wired him with a
tape recorder and sent him back out on the
streets to gather evidence against his for-
mer friends,

The fruits began turning up in court last
week as prosecutors John Scully and
Jeremy Margolis played six of the 14 tupe
recordings they plan to { oduce as cvi-
dence in the trial,

" The tapes in the coming week :r~ expect-

ed to shed more light on the wo:™  of loan-

sharking and the consequences ot playing a
ame where, as LaMantia said in one tape,
‘Everybody pays, Danny.”

3
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Trends in Horse Racing (Bmahy GHorld-THervald

Nebraska Thoroughbred Tracks

Friday, January 6, 1984 23

A 1/20th cent Kansas sales tax will
produce movre than $9.2 million.

ByDon Lee

" World-Herald Staff Writer

Nebraska’s five Thoroughbred race
tracks paid a record pari-mutuel tax of
almost $9.2 million in 1983,

- It was a 4 percent increase over 1982,
and the first time ‘he tax went above $9
million.

The tax totaled $9,180,512 in 1983, the
result of the 5 percent tax on pari-mu-
tuel wagering at the five Thoroughbred
tracks.

Ak-Sar-Ben, which increased its rac-
ing days from 66 in 1982 to 85 in 1983,
again led the field in wagering, The

+ Omaha track’s check for $6,801,644 con-

"ued a record of another kind. -

“That. is the largest single tax
payment the. state receives every
year,” State Treasurer Kay Orr said.

“The money goes into the state gen-

eral fund.

tate’s Pari-Mutuel

Fonner Park in Grand Island .placed

second in 1983 racing tax, with
$1,210,636. The others: Lincolh
Fairgrounds, $993,123; ~Agricultural

Park in Columbus, $135,554; and South
Sioux City’s Atokad Park, 539 555,

The total continued an annuél record
climb since leaving the $7 million mark
after 1980..1t was $8,818,464 in 1981 and
$8,826,169 in 1982.

“It obviously reflects the health of
the industry,” said attorney Harry
Famham of Elkhorn, chairman of the
Nebraska Racing Commission.

Farnham said the tax isn't the only
benefit from racing.

“Whenever anybody asks me about

.the pari-mutuel tax,” he said, “I always

say that figure is misleading because it
is nothing compared to the overall fi-
nancial benefits to the state and cities
from horse racing.” '

Tax IS !"5 9

Famham recalled a Boston analyst’s
1981 report which showed that horse: "~

connected jobs in Nebraska were worth
$250 million to the economy annually..

That impact, Farnham said, includes
the racing and breeding of horses plus
such related industries as the produc-
tion of hay and grain to feed horses;
farms where horses are trained for rac-
ing; sites for boarding horses; and
other businesses such as equipment,
transportation, restaurants, hotels and
automotive services.

*The $9 million tax is great.” he said.

“But - consider the benefits of the allied

things, and they are 20 or 30 times more
valuable to the state than the tax.”

There’s a bit of irony in the upward -

trend of the betting tax: The tracks in
the state’s two largest cities drOpped in
daily average atténdance and wagering
during 1983,

Million

Ak-Sar-Ben’s attendance average of
13,655 was 10.5 percent below the record
15,252 of 1982. And its $1,612,152 daily
betting was- 8.2 percent lower than the
previous year’s $1,756,691. .

Lincoln Fairgrounds’ comparative
crowd and-betting figures for 1983 and

1982: the 4,395 average crowd in 1983

was 18.6 percent under 5,397; the $485,,
173 average wagering in 1983 was 21.9
percent less than $620,921.

" “1 expected Ak-Sar-Ben would be

down,” Farnham said, “because when-
-a track goes to'a longer meet, the av-

erages are bound to dip.”

Lincoln was changed from a split'

summer-fall season-in 1982 to a com-
plete autumn campaign.
Famham said Lincoln won't show a

'spurt m growth until it gets such things
Please tum to Page 25, Col. 1

Churchill Downs in Louisville, Ky.,
joined.Ak-Sar-Ben in expanding the sea-
son 11983 — and aiso recorded dips in
attendance and handle. The ‘tracks ran
at essentially the same time, and also
shared much of the calendar with
middle-of-the-nation tracks in Chicago,
Louisiana, Detroit, Ohio and Denver.

That, burdened the quality " Thor-
oughbred roster, Farnham said.

“ThHere are only so many good
horses,” he said. “If you're going to
have .big handles and good attendance,
you're’ going to have to have good
horses.”

~ ‘Drastic Fall’ Avoided

Famham defended Ak’s expanded
dates as a move to keep good stables
coming to Omaha.

1f.we had not made the change in
the Nebraska dates, we would have
seen.a really drastic fall in Ak-Sar-Ben
attendance,” Farnham said. ‘‘Nebraska
racing's main job right now is to solid-
ify \ang hold onto what we have, as op-

e

OCom‘mued from Page 23 ”
@
; ; hts for night racing, a longer Pari-Mutuel
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Lincoin. ,395 5,397 +18.6 485173 620:92\» N age‘rhsald in November that such re- 5?1{3?88
modeling is planned. But he said no 1150230
Various Other Thm'OUghbred Centers time schedule has been set because of 5
Daily Average Attendance Daily Average Handle the lack of money. ‘ tal.. 3 50,828,169
. Days y R 1982 o -The Fairgrounds still is paying on the BAtokad season apii boih vears.
WAGOSRUCT. e s 13':2: ) '%% : 7§ 2,:7)3?,35 7 Lt TR $5.4 million debt for the 1976 grandstand
X! - W e 10en Ye o 1,502,414 14599587 +29 construction. The major difficulty in posed to any big gains.”
19 2417 521 42 1756211 Jeat % getting better race dates for Lincoln, ; ,
70 19,530 18,424  +6. 3;%3:,544 ,163,898 4 9. ~ X Farnham said Nebraska's quar-
43 43 19584 19583 X 3,267,720 INLE 45 in late August and ea¥ly September. ) ’
oit 90 90 5037 4,85 +3. 726,563 657,948+ 10. “Th h li hat Li 1 Deshler and Hastmgs — have yet to
NOfleons Fair. 97 9% 8933 7,989 49 1,326,625 339,631 -1 The state'has to realize that Lincoin ish B
Gultsiream . 50 50 14074 10,800  +30. 2,119,838 WAT3287  + 43 1s not ‘only a race meet but the State flourish because “trying to start a quar-
Hialeah., 50 50 8,966 12,282 27, 1,335,695 ,855,931 ~28. y . terhorse circuit in a more s arsel T-
Hollywood 68 66 28,891 27,23 +6. 5,201,136 ,079,628 +24 Fair " he sald. € | D y po:
Bimicon ¥ 0B B Bk o 198,35 oo 39 ced tion of the state is a problem.” :
Santa Anita: 8 g 32014 328 <2 5,231,670 12405 0 42 F hmeer Parll( Succed S F . Hastings is the healthiest, he said,
vg?w'ogmns B % 440 sy« 457,414 s 0 amham  complimented ~ Fomner  pacayce s track is in the largest of the
zPhoenix.. . 58 ,841 4,825 40, 457,867 480.266 -4, Park's officials on the promotlon of the three towns. And its financing Farn- -
H | Winter meeting, xSpring meeting. yFall-wintér meeting, annua] winter-spring meeting, in spite Py i L '
WD g TheaTing. Souree: Daily Racing Form. FUS foul ph 8 B, In Sp ham said, involved citizens who bought
0 }f;“a ou Pwe‘elt her | taken the  DOndS tobuild the plant.
_ ' ' it %"“e{h lar p as ?;W‘%YS a e‘:h. € Nebraska is not alone in racing date
Nebraska Quarterhorse Tracks atitude thal adversily 1S SOMENG  proplems, Farnham said.
. di that you figure out how to overcome,
Daily Average Attendance Daily Average Handle Famham said. “With that kind of ‘Bickering Costs Florida’
Yiesr ez wm % 1983 wm % thinking, it has become the most suc-  Florida’s two Thoroughbred centers
1 w3 w33 i oy 40 cessful small track in the United ~ Gulfstream Park and Hialeah — suf-
B L2058 1200 02 41522 “ez 20 X Stales” ' fer from allocations. Generally, they al-’

ternate choice January and February
dates, with only the one with the pre-
ferred season really prospering.

““That's when all the weéalth from the
north United States and Canada goes
down,” he said.

Frorlda he said, has “lost a lot of
horses to -California because of date
bickering.”

Kentucky tracks ‘also bicker, ‘with
Churchill finding much opposition, .

California racing, Famham ‘said, is
healthy because of a strong com-
mission. “They just exercise great wis-
dom over the years,” he said.



Testimony of J. Elwood Slover

- Re: Parimutual Amendment

My name is J. Elwood Slover and I am a retired professor of Law from
Washburn University. My purpose in being here today is to discuss with you
the procedure under the Constitution of Kansas for amending the Constitution
by resolution of the legislature. I should hasten to tell you that one of
the courses I taught at Washburn Law School was the course in legislation.

The Constitution provides as follows: "Propositions for amendment of
this Constitution may be made by concurrent resolution originating in either
house of the legislature, and if two-thirds of all members elected (or appointed)
and qualified of each house shall approve such resolution (emphasis added) the
Secretary of State shall cause such resolution (emphasis added) to be published
in the manner provided by Taw. At the next election for representatives or a
special election called by concurrent resolution of the legislature for the pur-
pose of submitting constitutional propositions, such proposition to amend the
Constitution (emphasis added) shall be submitted both by title and by the
amendment as a whole -to the electors for their approval or rejection.”

The first thing to be noted, and that explains why I added emphasis to cer-
tain language of the Constitution, is that the resolution you will be voting upon
is not a simple resolution to let the voters decide whether they want parimutual
in Kansas. The resolution will be one carrying the very language of the proposed
constitutional amendment and when you vote upon the resolution you will be recommend-
ing or rejecting that constitutional change. In other words, a positive vote on
the resolution by you will be a vote sayina, "I approve of this constitutional
change and recommend it to my constituents.*

I am told that those favoring parimutual betting are falsely stating to you
that your positive vote is to be taken only as your willingness to let the voters
decide. I submit, however, that you have a weiahty role in the matter of consti-
tional changes in Kansas. Look at it this way. What is the more weightier matter
--a statute enacted by a bill or an amendment of the state constitution? If you
enact legislation which you later determine not to be in the best interests of
Kansas you can always correct your mistake in the next session of the legislature.
If you resolve to amend the constitution and the voters approve, it is not an
easy matter to return to the law as it was before the amendment was made. Since
this is such a weighty matter surely you should give it no less attention than
you would a bill. That includes not only holding hearinas and taking testimony
in committee but voting your conscience and best Jjudgment on whether the amendment
would be good for Kansas.

Justice Brewer in an old case before the Kansas Supreme Court (The Prohibitory
Amendment Cases 24 Kansas 711) capsulized my interpretation of the Constitution
in this manner. He said that the amending process through concurrent resolution
bears great similarity to the process by which a committee of the legislature

//’ y 5!/’
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brings a bill from committee to the whole body of the legislature. He said,
“It presents, it recommends but it does not decide." (emphasis added) In
other words, a biTl ordinarily doesn't get onto the floor of the legislative
body unless, after thorough investigation the majority of tke committee favor

the passage of the bill.

As I mentioned earlier, those favoring parimutual are now saying, “Your
positive vote only indicates your willingness for the people to decide."
What do you suppose they will be saying come November if the proposition is
on the ballot? They will surely tell the voters that you gave this matter
the weighty consideration that it deserved and in your wisdom determined it was
good for Kansas. They will then urge the voters not to go against what you so
carefully considered as was your duty under the Constitution. If I were in
your shoes, I would be embarrassed to admit that I didn't give serious considera-
tion and vote my best judgment and conscience on such a weighty matter.

I hope you will recall your oath to uphold the Constitution of Kansas
and give this matter the consideration it so clearly deserves. If you think
parimutual is good for Kansas then it is your eonstitutional duty to submit
the matter for vote of the people. If ycu do not think it is good for Kansas,
your oath of office demands that you vote against a resolution submitting a

proposed amendment for vote of the people.
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I am Charles Wright, former Mayor of Topeka and a member of the Advisory Committee t .
KAMSANS FOR LIFE AT ITS BEST! As a public servant, I have had experience with taxes

Pari-mutuel wagering promoters tell us taxes from race track gambling will reduce property
taxes, provide money for increased teacher salaries, help our elderly, and benefit highways.
Uninformed people believe that!

But I remember 1948 when those who wanted to get rich selling our most abused drug told
the public that legal liquor would "provide more money for OLD AGE PENSIONS, pay raises
for TEACHERS, better ROADS for FARMERS, assistance to VETERANS, or any other worthy
public project."

What happened? The more alcohol people drink, the more problems, and the higher our taxes
go! Persons in New Jersey and other states have found that every time you legalize another
form of commercial gambling, you end up paying higher taxes.

Legal alcohol did reduce the amount of illegal alcohol sold in Kansas, but total consumptios
skyrocketed and so did problems caused by the drug! Legal gambling always brings an
increase in illegal gambling, so problems caused and taxes needed to repair the social
damage will skyrocket even faster than with alcohol.

The front page of the Omaha World-Herald announced $9.2 million received in pari-mutuel
gambling taxes for 1982. Big deal! Did that reduce their taxes? The front page of the
Topeka Capital-Journal on October 2, 1983 said, 'One difference that appeared when the
Capital-Journal began collecting statistics on the two cities was the tax rates. The
property tax rate in Lincoln (NEB) is nearly twice as high as in Topeka. Operators of

cars on the city streets there pay a wheel tax of $12 a year, which Topeka drivers don't
pay. The total sales tax paid on purchases made in Lincoln is 1 cent higher than the sales
tax in Topeka. A motorist filling his gasoline tank in Nebraska pays 5 cents a gallon
more in taxes than Kansans pay."

If Kansas needs another $9.2 million, I'll gladly pay an addtional 1/20th cent sales tax
to raise that amount.

This idea of letting Kansans vote on pari-mutuel gambling is plain and simple...a
scheming calculated ploy by big gambling interests, so they can spend millions of dollars
"brainwashing" our citizens on all the marvelous things race track gambling can bring

to Kansas...just like back in 1948, and as was done in Oklahoma. There the gambling
interests bought YES votes by spending over $1 million on advertising to convince voters
that pari-mutuel would reduce their taxes. How deceptive can you get!

This is already happening in Kansas. In yesterday's Topeka Capital-Journal, they placed
this ad urging you to let Kansas people vote on the issue. They know that already most
Kansas people...uninformed on the real issue...believe pari-mutuel will reduce their
taxes. Taxpayers today are ready and willing to buy anything they hear about reducing
their taxes...never mind the consequences!

Kansans who know the facts oppose pari-mutuel, realizing that state and local taxes paid
by Kansans, as a percent of personal income, are already among the lowest in the nation.
People who want to keep it that way are working hard to defeat pari-mutuel wagering.

Michigan has bingo gambling, race track gambling, a state lottery, and now headlines
proclaim PROPERTY TAX RELIEFﬂ OFFERED IN EXCHANGE FOR SLOT MACHINES. Kansas gambling
promoters are dealers in the BIG LIE just like their counterparts in Michigan.

I ask you...yes, I URGE YOU...TO VOTE NO ON HCR 5082!

Thank you very much.



HOUSE FEDERAL AND STATE AFFAIRS COMMITTEE HEARING
March 19, 1984 - 1:30 p.m.

I am Bob Groff, Topeka Attorney and member of the Advisory Committee to
KANSANS FOR LIFE AT ITS BEST! I recently answered an editorial on TV concerning pari-

mutuel wagering.

Arguments used by gambling promoters provide some of the best reasons why you
ought to vote NO on HCR 5082. Promoters say pari-mutuel would be a new source of
revenue for Kansas. Consumer dollars now spent on main street would be lost at the track,
causing a loss of sales and other taxes. Gambling taxes would simply be redistributed taxes.
Parimutuel wagering would be a new source of revenue for track operators and gambling
horse owners as they pocket over $2 for each $1 received by the state. (16% take out, 5%

for the state, 11% for gambling promoters)

Pari-mutuel promoters say Kansas has half again the population of Nebraska, so we
should receive more than the $9.2 million pari-mutuel taxes received by Nebraska. That

proves most money lost at gambling tracks is from local people.

The editorial said Kansas is three-fourths surrounded by pari-mutuel states, so we
should quickly legalize it to bring tourist dollars here. With gambling tracks all around us,

will gamblers come from out of state?

The editorial said backers of pari-mutuel are only asking for the chance for citizens
to vote on the issue. Honest lawmakers who vote YES on pari-mutuel wagering acknowledge
they are approving race-track gambling, in accordance with the provisions of our
Constitution. Dishonest lawmakers claim they are only approving the right of the peopf;to

vote on it.

Why are gambling horse people working so hard for pari-mutuel wagering in Kansas?
I clipped an article from the Wall Street Journal on August &, 1983 which said, "It is
estimated that only one in 10 of the nation's 70,000 racing Thoroughbreds earns his keep

these days, against one in seven or eight a decade ago."

This thick 1931 study by the Killingsworth Company of Massachusetts, paid for by
gambling promoters in Nebraska, revealed that total purses at Nebraska tracks are not
amounting to enough to keep horsemen solvent. In 1979, while horsemen were winning eight
million dollars in purses at Nebraska tracks, it was costing them $15 million just to keep the

horses in training, a net loss of more than six million dollars.

We are opposed to commercial race track gambling because it hurts horses that are
drugged and abused, it hurts those persons who lose the most and cannot afford to lose, it
hurts merchants on Main Street who lose retail dollars and experience incpeased bad debts,
but maybe we should work to oppose pari-mutuel wagering because it hurts the majority of
gambling race horse owners. Do they promote commercial gambling because of their race

horse hobby, hoping that pari-mutuel wagering may reduce their losses?

Former Illinois Governor and United States Court of Appeals Judge Otto Kerner
became a criminal because of pari-mutuel wagering promoters. The pressure for corruption
from gambling race tracks was great enough to destroy this highly respected man. Please

keep this pressure for corruption out of Kansas by voting NO on HCR 5082.
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Editorial Reply
Bob Groff, Topeka Attorney
Member of the Advisory Committee
to Kansans for Life At Its best
March 4, 1984

Consumer dollars lost at Kansas pari-mutuel tracks would be a new source
of revenue for track operators and gambling race horse owners. If Kansas
received $14 million in revenue, another $30 million would go into pockets
of pari-mutuel promoters, according to their own literature.

Pari-mutuel promoters claim Kansas would receive more taxes than Nebraska
because our population is greater. This proves most money lost at gambling
tracks is from local people. 1If we had pari-mutuel, Kansans not now
driving to gambling states would begin to gamble away consomer dollars
now spent on Main Street, causing lower retail sales and increased bad
debts for local merchants. The Dallas Morning News on March 15, 1983,
said, "Pari+mutuel didn't work last time it was tried in 1933-37. Too
many Texans squandered time and money at the track, couldn’'t pay their
bills." For each $1 Kansas tracks might keep at home, local persons

not now gambling would probably lose $1,000 to gambling promoters. With
pari-mutuel all around us, who will come from out of state?

KBI Director, Kelly and Attorney General, Stephan, tell us pari-mutuel
wagering will bring an increase in illegal gambling and other crime.

Kansans who say they will vote YES on pari-mutuel believe it will reduce
their taxes. Pari-mutuel has not reduced taxes for persons in any state.
Kansans already pay lower taxes than persons in pari-mutuel states.

A free booklet is available for persons who want facts. Write to
ECONOMICS, Box 888, Topeka, 66601.

Oklahoma pari-mutuel promoters flooded their state with over $1 million

in advertising to buy a YES vote of the people. Concerned Kansans do

not have money to spend defeating at election time what dedicated lawmakers
can easily defeat in Topeka.

The Wall Street Journal is right. Pari-mutuel is technically a swindle,
theft by deception. Dishonest lawmakers claim they are voting for the
right of people to vote on it. Lawmakers loyal to our constitution and
concerned for consumer protection will refuse to approve the public swindle
called pari-mutuel. Let us thank them!
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THANK GOD KANSANS ENJOY LIFE AT ITS BEST WITH FREEDOM FROM LEGALIZED GAMBLING, THE
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A LEGISLATOR WHO VOTES FOR SUBMISSION OF A PURE GAMBLING AMENDMENT IS VOTING
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<onsfitutional Change is Serious Business

Some legislators lightly pass off their vote for submitt-
ing a constitutional amendment with the remark, “The
people have the right to vote on it.”” In this way a legis-
lator feels absolved from all responsibility by simply say-
ing it is entirely up to the people. But legislators who
understand our form of government do not speak so
lightly of constitutional change.

KANSAS REPORTS, the record of proceedings of the
Kansas Supreme Court, Volume 207, page 651, carries an
opinion written by Chief Justice Fatzer in 1971. Mr. Fatzer
writes, “The Kansas Constitution was adopted in 1859,
and is the supreme and paramount law, receiving its force
from the express will of the people. It established three
separate departments of government and placed upon each
of them limitations which experience has shown to be
essential to a progressive government. It has worked well
in practice, and is a monument of the wisdom and patriot-
ism of its framers. But no product of the human mind is
perfect, so the framers prescribed the manner by which the
Constitution could be amended or revised, which is clearly
defined. Those wise men saw that, in a state where the
people were admitted to a direct participation in the
government, party passions and interests might likely lead
to too much tampering with the Constitution, if effectual
checks were not imposed, and, what may be thought other-
wise, restriction with respect to amendment and revision
was the policy of the constitutions of the states that were
selected as models from which to fashion the new Kansas
Constitution. (Proceedings and Debates, Wyandotte Con-
stitutional Convention, 1859.)”

He continues in the next paragraph, “The idea of the
Kansas people thus restricting themselves was a part of
the American system of written constitutions, and was
convincing evidence that amongst them liberty and free-
dom meant, not the giving of rein to passion or to thought-
less impulse, but the considered exercise of power by the
people for the general good, and, therefore, always under
the restraint of law. Hence the framers of our Constitution
avoided the dangers attending a too frequent change in
our fundamental law, and likewise obviated the danger—to
be equally shunned—of making amendments too difficult.
No government can expect to be permanent unless it
guarantees progress as well as order; nor can it continue
to secure order unless it promotes progress. Thus, the
Kansas Constitution reconciled the requisites for progress
with the requisites for safety and order.”

Chief Justice Fatzer later quotes from a previous de-
cision that said, “The action of the legislature in respect
to constitutional changes is something like the action of a
committee of the legislature in respect to the legislative
disposition of a bill. It presents, it recommends, but it
does not decide . . .”

A committee member may have many reasons for being
in favor of sending a bill to the floor of the House or
Senate, but no committee member would simply say, “I
believe the full House or Senate has the right to vote on
this bill.” If such were the case, then no need exists for
committees.

Three steps are required to bring legalized gambling
or liquor by the drink to Kansas. 1st Step—Legislators
vote for submission of an amendment. 2nd Step—Persons
at polls vote for the amendment. 3rd Step—Legislators
vote for a gambling or liquor by the drink law.

Every legislator, for whatever reasons, who votes for
submission of an amendment is voting for the lst step
toward whatever that amendment will do. Every legislator
has the right to vote however desired, but responsibility for
that vote can not be evaded with the casual remark, “but
the people have the right to vote on it.”
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Chicago Tribune, Tuesday, February 20, 1973

By Thomas Powers

FORMER GOV. OTTO KERNER and Theodore J. Isaacs,
former state revenue director, were convicted yesterday on all
19 counts of an indictment charging them with bribery, con-
spiracy, income tax evasion, and mail {raud.

Kerner, 64, now a United States Court of Appeals judge on
leave of absence, also was convicted of making false state-
ments to special agents of the Internal Revenue Service and
committing perjury before a federal grand jury.

Out of court, United States Atty. James R. Thompson said
he will recommend prison sentences for both men.

«I don’t think the evidence here warrants probation, not
with the crimes committed here,” he said.

Kerner, the first U. S. Court of Appeals judge to be in-
dicted, tried, and convicted in the 189-year history of the na-
tion’s second highest court, avoided interviews after court was
adjourned. He walked with Lis two children and three altorneys
out thru the judge’s door of the courtroom, where he took
a special elevator to his own chambers on the 27th floor of
the building. '

KERNER AND ISAACS were convicied of secretly purchas-
ing racetrack stock in 1966 which had been offered to them in
1962 by Mrs. Marje Everett, former head of ihe Arlington Park
and Washington Park racetracks, to gain favors Kerner could
offer thru official actions such as signing racing bills.

They bought the stock at bargain 1962 prices, in one in-
stance paying $50,000 for stock valued at $300,000 at the time of
purchase. A phony promissory note and phony interest pay-
ments were used to make it appear they actually paid some-
thing on the stock before they acquired it in 1966.

They were convicted of conspiring with Willlam S. Miller,
former 1llinois’ Racing Board chairman, Miss Faith McInturf,
Miller’s private secretary, and Joseph E. Knight, former state
director of financial institutions, to purchase the stock thru o
complicated scheme in which the identities of Kerner and Isaacs
were shielded by the use of other names in transferring the
stock. »

Kerner and Isaacs were convicted of filing false tax returns
in hiding racetrack stock under other names m their returns.
Both men had Chicago Harmess Racing, Inc., stock under the
name “Chgo. Co.” Their Chicago Thoroughbred Enterprises,
Inc., stock was listed as “C. T. Co.” and Isaacs hid his as
“Bajo.”

KERNER WAS CONVICTED of perjury when he said he
never discussed the allocation of racing dates with anyone while
he was governor from 1961 thru mid-1968, when he resigned to
become a federal judge.

Clyde Lee, general manager of the Egyptian Trotting” As-
sociation, testified he discussed allocation of the association’s
racing dates. Thomas Bradley, former Illinois Harness Racing
Commission chairman, testified Kerner once gave him a direct
order to change the Maywood Park Trotting Association dates
and he refused.

Kerner was convicted of making false statements when he
told Oliver T. Stufflebeam and Robert Campbell of the IRS
when they first interviewed him July 15, 1970 the ‘“Chgo. Co.”
listed on his return was a financial company in which a good
friend of his, Isadore Brown, was a director. Kerner denied
several times he had Chicago Harness Racing stock, the agents
testified.



KANSAS FEDERATION OF HUMANE SOCIETIES

779 LOCUST: LAWRENCE- KANSAS 66045
March 4, 1983

To: Members of the House Federal and State Affairs Committee

Froms: Dick Ketterman, representative of the Kansas Federation of Humane Societies
Re: The Opposition of the Federation to Parimutuel Betting

Our organization, which is an association of local Kansas Humane Societies,
opposes parimutuel betting because of the hidden cruelty tc animals involved
in horseracing and greyhound racing. We do not believe issues of humaneness
are appropriate for referendum votinge. We further oppose a referendum on
paramutuel betting because traditionally those interests which spend the most
money can prevail in a referendum.

Please see the attached information on cruelty to animals involved in horse-
racing and greyhound racing. Thank you for your consideration of the
Federation's position.
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HORSE_RACING

The increased use of drugs in horse racing to mask injury and pain has
resulted in increased injury and death of race horses. Because drugs

are enabling animals to run which otherwise would not be competitive

due to injury or illness, there are increased "breakdowns" on the track
when the conditions of the animal is exacerabated by racing. '"Breakdowns"
is racing parlance for an animal becoming so severly injured it must quit
in mid-race. States that presently have pari-mutuel betting on horse-
racing have allowed the legal use of more and more drugs. Only New York
prohibits all drugs.

A drug called "bute", phenlybutazone, 1s legal in the majority of states
that allow pari-mutuel betting on horse racing. This drug is a pain
killing anti-inflammatory drug. In Illinois 98% of the horses that

had to be destroyed on Chicago racetracks between March and December
1978 were racing with Bute in their system. In states where records
have been kept a Humane Society of the United States Analysis showed

a 100% increase in the number of breakdowns since the relaxation of
drug rules. In Philadelphia in the 35 days before bute was legal-

ized, there were no breakdowns. In the 35 days after bute was approved,
there were nine breakdowns, of which seven horses had been administered
bute. All were severly injured or destroyed.

Although some drugs can be readily detected there is not adequate testing
developed to screen horses for use of all drugs. If Kansas legalizes
pari-mutuel betting it will be faced with pressures about which drugs to
allow and will have to finance veterinarians to screen all horses racing
for detection of illegal drugs.



GREYHOUND RACING

Live Rabbits used in Training:

A common training practice is to release jackrabbits in enclosed areas
to be chased and killed by young greyhounds. This fact is openly
acknowledged by Norman McAsey, Executive Secretary of the National
Greyhound Association and Wayne Strong a Kansas greyhound Breeder in
the Topeka Capitol Journal, October 12, 1980. A practice used by some
trainers, as reported in The Christian Science Monitor as well as by
humane organizations, is to string live rabbits by the hind legs from
trucks or from mechanical lures for training dogs to chase and attack.
The dogs are frequently not allowed to kill the rabbit on the first
attack and the injured rabbit is used over again for the chase. A
Kansan who lived near a greyhound training farm reported that he
witnessed hind legs of jack rabbits being broken to slow them down for
beginning dogs.

Native Kansas jackrabbits were formerly used for greyhounds trained in
Kansas. However, jackrabbits are so scarce in Kansas now thalt trainers
must import them from Texas.

Destruction of Unsuitable Dogs:

It is estimated by the Humane Society of the United States, using grey-
hound 1ndustry statistics, that more than one-half of the greyhounds
bred for racing are killed because they aren't of winning quality.

Two Miaml veterinarians reported to the Christian Science Monitor in
March of 1977 that they alone destroy 300 to 400 racing greyhounds a
year. . A major greyhound trainer in Flordia, Richard Kiper estimated
nearly fifty percent of all greyhounds are killed before reaching a

real race.

Living Conditions:

Although well-fed and regularly exercised, racing greyhounds spend the
majority of their existence in small cages. Often as in the case of
Wayne Strong's farm in Abilene, the dogs are muzzled for most of their
exlistence.

Although mistreatment and unnecessary death of animals already exists

in Kansas because of the greyhound breeding and training industry here,
legalizing pari-mutuel betting will greatly increase the number of
animals involved. Just as importantly, the Kansas Federation of Humane
Societies will be working to close the loophole in Kansas law which
allows use of live rabbits in training on the owners property. If pari-
mutel betting is to be on the ballot closing this loophole will-be harder
to achieve because economic interests tend to take precedence over humane
ones. Even when this loophole is closed we can't expect 100% enforcement
due to the isolated areas in which these practices often take place. 1In
addition, in greyhound racing animals trained in one state are raced in
other states. So no matter what restrictions are put on training, dogs
trained in other states would be brought into Kansas if there were legal-
ized betting. Therefore, the legalizing of pari-mutuel betting in Kansas
would inevitably result in expansion of mistreatment of animals both in
training practices and in the additional needless deaths of the many
animals bred and destroyed which are not of winning quality.
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Kansas Farm Bureau, Inc.

2321 Anderson Avenue, Manhattan, Kansas 66502 / (913) 537-2261

MEMORANDUM

TO: Representative Robert H. Miller, Chairperson, and
Members, House Committee on Federal and State Affairs

FROM: Paul E. Fleener, Director, Public Affairs Division, Kansas Farm Bureau
SURJ: HCR 5082 - Proposed Constitutional Amendment ;

DATE: March 20, 1984

This brief memo will indicate the adopted policy position of Kansas Farm
Bureau in regard to the resolution (HCR 5082) under consideration in the
House Committee on Federal and State Affairs... the proposal concerning
horse racing and county option parimutuel wagering. We were unable to
be present for the hearings yesterday, Monday, March 19, 1984. Therefore
we submit this statement in support of HCR 5082.

We want to be abundantly clear in our comments as to the position adopted
by our people concerning parimutuel wagering. This is not a new topic for
the Iegislature. It is relatively new in our adopted policy positions.

We did a brief study of the topic of horse racing and parimutuel wagering
and submitted the study material to our members to ascertain their desire
on having any position at all. The decision of voting delegates at our
Annual Meeting was to make it clear that it would be proper to have the
people vote on the question of local-option horse racing with parimutuel
wagering, to be conducted at not for profit facilities.

Our statement is in support of putting the question before the people.
Our position neither supports nor opposes horse racing, wagering, nor is
it to be construed in any other way than the manner in which it reads.
Our statement says this:

Parimutuel Wagering:
Constitutional Amendment

We support the right of Kansas citizens to vote on a
Constitutional amendment allowing the Legislature to provide
for development, regulation, Llicensing and taxation of pari-
mutuel wagering at county local-option, non-profit horse
racing facilities in Kansas.

Thank you very much for allowing us to share this information with the
members of the Federal and State Affairs Committee.
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TESTIMONY BEFORE THE HOUSE FEDERAL AND
STATE AFFAIRS COMMITTEE ON HCR 5082

GEORGE ADKINS

My name is George Adkins. I am a life-long resident of the
state of Kansas and have been a public school teacher in this state
since 1964. The purpose of my appearance here today is to discuss
an aspect of pari-mutuel horse racing which many of you are not
aware of. Every summer for the past seven years I have taken my
family to spend the summer in the small town of Deshler, Nebraska
where I have been employed as the racing secretary at Thayer County
Downs race track which conducts pari-mutuel quarter horse racing
during the months of July and August. Deshler, Nebraska is a
small agricultural community of 1,000 people directly across the

Kansas-Nebraska border some 30 miles from Belleville, Kansas and 100

miles from Salina, Kansas. Obviously, Thayer County Downs 1s not
Ak-Sar-Ben. The state of Nebraska does not build many roads or
bridges with the money derived from racing in Deshler. However,

Thayer County Downs is a vital contributing element tc the economy
of Deshler, Nebraska and the surrounding county. The drive-in
restaurant, supper c¢lub, gasoline'stations, hotel and other estab-
lishments do a thriving business during the racing season. Some
businessmen tell me that their sales during the racing season are
equal to their total sales during the remainder of the year.
Approximately 40 per cent of those who attend the races in Deshler
cromes from Kansasg including husses from Wichita and Salina. The
citizens of Deshler take pride in the fact that ftheir small town
conducts a race meet with a nightly attendance that exceeds the
population of the town. There is whole-hearted support from the
community with almost every business sponsoring a race with added
money. The race track offers seasonal employment to many Deshler
residents and a large portion of the teaching staff from the school
serve as mutuel clerks, bookkeepers and concession employees during
the season. Horsemen and their families are welcomed into the

community and many long-lasting relationships have developed during
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~he summer and those that are permanent residents. Although there
are those who would try to portray horsemen as being "undesirable"

I can assure you that my experience with them has shown them to be
honest, hard working and responsible. In the seven years that I have
been employed by the track, I can recall no incident of criminal
involvement with anyone associated with racing at Thayer County
Downs. Once again, approximately one-half of those who bring horses
to Deshler are residents of Kansas who must go outside thelr own
state to find a pari-mutuel track. Consistently, our largest stable
has been the Jack Baldwin stable from Derby, Kansas. Like all of

the other seven Nebraska tracks where pari-mutuel horse racing 1is
conducted, Thayer County Downs is under the jurisdiction of the
Nebraska Racing Commission. All participants must be licensed by

the commission and the conduct of racing is closely regulated by

the same people who regulate racing at Ak-Sar-Ben and Fonner Park.
Some have told you that raéing in Kansas would be too costly to
adminicter and regulate. Those who make that claim have obviously

not investigated the Nebraska Racing Commission which is self funded.
The cost of administering and regulating racing in Nebraska comes
directly from the license fees of those who participate and a 15 cent
per ticket admission tax which 1s charged at the admission gate.

In fact, the racing commission annually distributes approximately
$4,000 to each of the 92 counties in the state to use as prize

money for their 4-H Fairs. This is money whicen is left over after
all the expenses of administering races is conducted. In conclusion,
let me say that my involvement in Nebraska in racing has been a
positive and pleasant experience. I thank you for your time and
urge your support of HCR 5082 which would let the voters of Kansas
decide this issue once and for all. I would also like to invite you
to visit us in Deshler this summer to see for yourself the impact

that pari-mutuel horse racing can have omn a small community.
George Adkins
9328 Woodward

Overland Park, Kansas

Telephone (913) 381-1941



"Payim-~el racing has become such
an oby. Js consumer swindle that
management must now bribe horse-
players to come out to the track.”
New York Times, July 30, 1977
HORSES - YES!

g

Parimutuel

GAMBLING - NGOG,

In the Wall Street Journal, Profes-
sor Irving Kristol said parimutuel
gambling is "technically a swindle:
the payoffs on bets must be less
than fair, and the overwhelming
majority of the 'investors' must
lose their money, if the gambling
enterprise is to survive and pros-
per." He noted the case for legal-
ized gambling is "simply an argument
in favor of the government raising
revenues by swindling its citizens
rather than by taxing them."



“The disposition of low-in e fam-
ilies to spend a greater fraction
of income on gambling makes gam-
bling a regressive expenditure and,
where used as a source of revenue,
government receipts from gambling
become a regressive tax." - Commis-
sion on the Review of the National
Policy Toward Gambling created by
the 91st Congress.

When Texas defeated parimutuel 1in
1978, CathoTlic Bishop Flores of

El Paso, a champion of the poor,
said they would be the main victims
of parimutuel, "it would entice

them to lose what 1ittle they have."
Texas Bishop C. D. Coleman of the

C. M. E. Church said parimutuel
would mean "added woes and stresses”
for poor families.

Every lawmaker who votes for a pari-
mutuel resolution is voting to take
from the poor and give to the rich.

Legislators who want the people to
approve parimutuel, who believe com-
mercial gambling tracks are truly
good for Kansas, should vote YES.

Senators and Representatives who
oppose this consumer swindle will
vote NO. They need your support.
Tell them you want a NO vote.

Legistators who say they are voting
for the right of people to vote on
it are rubber stamps in the hands
of parimutuel promoters.

The issue is not taxes or new jobs or
tourism or recreation or horse racing.
The issue is $30 million a year into
the pockets of gambling promoters.

Parimutuel rainbow chasers claim Kansas would »~ceive $13.7 mill7i-» revenue from gambling
tracks with 210 racing days a year. This woul .equire a daily . . take of $65,238.10.
Kansas people would need to "invest" over $250,000.00 a day statewide if all winners re-
invested only their winnings and all losers on every race would not make additional wagers.

$ 250,000.00 wagered by the public on the first race. 16% take-out lTeaves a mutual pool of
210,000.00 returned to the winners who bet it all on the second race. 16% take-out Teaves
176,400.00 returned to the winners who bet it all on the third race. 16% take-out leaves

148,176.00 returned to the winners who bet it all on the fourth race. 16% take-out Teaves
124,467 .84 returned to the winners who bet it all on the fifth race. 16% take-out Teaves
104,552.98 veturned to the winners who bet it all on the sixth race. 16% take-gut Teaves

87,824.50 returned to the winners who bet it all on the seventh race. 16% take-out leaves
73,772.58 returned to the winners who bet it all on the eighth race. 16% take-out leaves
61,968.97 veturned to the winners who bet it all on the ninth race. 16% take-ouf Teaves

Pari- mutuel means, literally, a mutual wager, or betting against other

$1,237,162.87 Total (5ales tax exempt) $52,053.93 returned to winners of ninth race.

$ 61,858.15 Taxes for the state, (5% of $1,237,162.87) Some of these dollars would be needed
for increased law enforcement budgets, expenses of administration, and other
social costs.

$136,087.92 Into pockets of non-profit track operators, gambling lobbyists, Tawyers for
Tegal counsel, public relations firms, advertising agencies, rich owners of
winning horses, shady vets with quick fixes for injured horses. (11% of bets)

$ 52,053.93 Returned to the public. Due to 144% take-out for the afternoon (16% times 9
races times amount bet), a person who "won" on every race will end up with
nearly the same number of dollars he brought to the track or less. Very few
will end up with more. Gambling track operators enrich themselves from the

$250,000.00 "investment” by the public on which is charged a 55% "commission.”

bettors. It is legal in thirty states, including all states west of Kansas except {

Utah. A pari-mutuel wager is much like a stock transaction. When you buy
$2 ticket on a horse, you are, in effect, buying one share in the horse’s

performance in that race. The race track acts as the broker for the transaction

and deducts its commission, which is fixed bv state law.

Who would pay a stockbroker a commission of $136,087.92 on an "investment” of $250,000.00
which was certain to be worth $52,053.93 by the end of the day? Parimutuel is a swindle.

The mutual pool is returned to the bettors. If the takeout is set at 15%, as in

Nebraska, the mutual pool would be about 84% of the handle. Since the racing
association in Kansas must be a nonprofit organization, the takeout plus breakage

(16%) would be allocated to these three categories: 1) the State, 2) the horsemen, and

3) track operating expenditures.

Most of the $197,946.07 take-out lost by Kansans in one afternoon at gambling tracks would
be taken out of the pockets of persons who can least afford to Tose. It would have been
spent for food and clothing and shelter. Merchants on main street lose $197,946.07 consumer
dollars in lost retail sales and increased bad debts. For each $1 in taxes, an additional
$2 is taken from the poor and given to the rich gambling promoters.

Gambling promoters claim $273.1 million would be wagered per year in Kansas with 5% going
to the state and 11% for track operating expenses and purses for winning horses. With
parimutuel tracks in Nebraska, Colorado, and Oklahoma, who would come to Kansas gambling
tracks? People in Missouri are already in the habit of going to Arkansas, I11incis, and
Nebraska. Except for a few dollars from out of state, this $13.7 million in parimutuel
taxes and $30 million into the pockets of gambling promoters would simply be redistributed
Kansas dollars now spent on goods and services, already turning over time and time again,

is from material distributed
by Kansas gambling promoters.)

(This explanation of parimutuel

generating Jjobs and taxes. If these dollars are redistributed toward supporting jobs in
the parimutuel gambling industry, Jjobs they are now supporting will be lost. There is no
such thing as a free lunch. It always costs somebody.



Kansas horse people who un” ‘stand the econor™ s of parimutuel do not
want to expand their busine.s at the expense _. Kansas poor people who
would Tose their pay checks at commercial gambling tracks. Horse
breeders concerned for others want no part of this public swindle.

Lawmakers concerned for important issues do not want to waste time on
commercial gambling tracks. Parimutuel will not heat the homes of
Kansas people. It will cause more to have their gas shut off.

Legislative Research says a 1/20th cent increase in state sales tax
would generate $9 million a year. This is now generated by long
established tracks in Nebraska, Colorado, and Arkansas. Concerned
Kansans will gladly pay an additional penny on a $20 purchase rather
than permit their neighbor to be swindled at the gambling track.

Nebraska gambling promoters paid some $100,000 to the Ki1lingsworth
Co. of Massachusetts to make a study of Nebraska parimutuel racing.
The Killingsworth Report of 1981 found the financial condition of
Nebraska gambling tracks worsening and said the state's racing indus-
try faced "a troubled future." Purses for winning horses were a bit
more than half of what it was costing horsemen to keep thelr steeds
running, so most were losing money. On March 22, 1982, the Nebraska
TegisTature voted to exempt from taxes the first $5 million wagered at
the ATOKAD gambling track near South Sioux City. ATOKAD officials
said they expected only $5 million to be wagered for the year. One
lawmaker said, "Our priorities should not be saving small race tracks"

When parimutuel promoters say farming is a gamble just Tike parimutuel,
they are using the same tactics as swindlers. They want to deceive
the public. The farmer takes a risk when be buys the seed, plows the
soil, plants and cultivates and fertilizes, hoping for rain and not
hail. He produces food for the world and wants a fair price for his
product. Gambling is an attempt to get rich from the financial losses
of other persons. Farmers are risk takers, not gamblers.

Once upon a time all the parimutuel bettors at a commercial gambling
track had a tip on a sure winner. Every bettor bet $100 on that horse,
and sure enough, it won! The HANDLE (total of all bets) was reduced
by 16% TAKEOUT to form the MUTUAL POOL returned to the winners. Every
bettor "won" $84 for having wagered $100 on the winner! Pure fraud.

Due to takeout, gamblers who break even at the parimutuel track lose
16% of all money bet on each race. If a person would break even bet-
ting with friends at some Kansas track today, he would go home with
exactly what he came with, because there is no takeout. This explains
why the i1legal bookie using the legal track for his operation can
give the bettor a better deal, and winnings are not reported to IRS.

Reported parimutuel revenue fr=mn
well established tracks for 1

$9.5 million Colorado

$9.4 mi1llion Nebraska

$8.5 million Arkansas

$2.2 million New Mexico

Would Kansas produce 13.7 million?

For each $1 in taxes, citizens in
those states lost an additional $2
into pockets of gambling promoters.

$1,085,137,000.00 Total property
taxes collected in Kansas for 1981.
$1,486,029,000.00 State and Tocal
taxes for education in Kansas 1982.
(Kansas Legislative Research Dept)

P-A-R-I-M-U-T-U-E-L does not spell
RELLIEF for $1 billion property or
$1% billion taxes for education.

As a per cent of income, state and
local taxes now paid by Kansans are
lTower than in any state around us.

Legalized gambling dehumanizes
persons and devalues society. The
motive for shop-1ifting and for
gambling is the same. It is a
desire to enrich yourself from

the financial losses of others.

A swindle is theft by deception.

In scorn and ridicule we are called
a single-issue special-interest
group. Our single issue is the pre-
vention of alcohol and gambling suf-
fering. Our special interest is the
health, safety, and well-being of
every Kansan. Our support comes from
concerned citizens and churches.
Your help is needed. (Copies of
this flyer available on request)

KANSANS FOR LIFE AT ITS BEST!

218% West Sixth, Topeka 66603




“Legal gambling is being pramoted chiefly because there is money
to be made by individuals from it.”

. —Christian Science Monitor, December 11, 1972
oy
IN THE

PUBLUIE INTENEST

Ask these guestions. Help others think through im-
portant issues. Let lawmakers know of your concern.

ADVISORY COMMITTEE to
KANSANS FOR LIFE AT ITS BEST!

AUGUSTA — Everett L. Johnson, WSU Engineering Professor /
BELLEVILLE — Warren L. Hardin, Civil Engineer / CHENEY —
Robert E. Taylor, Mayor/ CONCORDIA — Dr. Paul L. Nelson, Pedi-
atrician / CONWAY SPRINGS — Joyce E. Church, Teacher (ex-
Jockey) / DODGE CITY — Gene Willich, Educator / DWIGHT —
Lowell L. Miller, Dairy Farmer / ELLSWORTH — Kart K. Gaston,
Newspaper Publisher / ENTERPRISE — Reed Hoffman, Banker /
GARDEN CITY — Ken Anderson, C.P.A. — Duane E. West, Law-
yer / HESSTON — Leroy King, Contractor / HHAWATHA — R. C.
Fintey, Businessman/HORTON — David Gaskell, Steel Manufac-
turing / INDEPENDENCE — L. Clarke Simpson, Retired Postal
Service — John Vermiilion, Newspaper Publisher / JEWELL —
Harold Totten, Farmer/ KANSAS CITY — George Bell, Attorney /
LECOMPTON — Charles W. Wright, Former Topeka Mayor /
McPHERSON — Rev. John E. Van Valin, Free Methodist Supt. /
MANHATTAN — T. Russell Reitz, Businessman/MELVERN — Cec-
it D. Kramer, Insurance Agent / MILTON — Mrs. Judy Casner,
Farmwife / MINNEAPOLIS — R. W. Hemenway, Newspaper Pub-
lisher / MT. HOPE — Loren Elliott, Farmer / OTTAWA — Dr. Wayne
Angell, University Economics Professor/ OVERBROOK — Max J.
Friesen, Banker/ OVERLAND PARK — C. F. Garner, Entomologist
— Wendell Lady, Engineer / PITTSBURG — Dr. Robert R. Noble,
University Sociology Professor / SALINA — Dr. Donald Hammerli,
Presbyterian (USA) — Dr. S. C. McCrae, Orthopedic Surgeon —
Dr. C. L. Olson, Veterinarian / SHAWNEE MISSION — Bob Hunt,
CLU. Insurance Agent/ SHIELDS — Rod Bentley, Rancher/ TES-
COTT — Mrs. Robert Johnson, Homemaker/ TOPEKA — Dr. Rich-
ard Beach, Internal Medicine — Robert Groff, Attorney — John W.
Harvey, Broadcasting — Dr. Doug Jernigan, Veterinarian —Dr. Rex
Lindsay, Southern Baptist Executive — Sewall Macferran, Banker
— Charles Marling, Retired Businessman — Bishop Ben Oliphint,
United Methodist — Charles Sheetz, Businessman — J. Elwood
Slover, Law Professor Retired — Rev. Fred Thompson, American
Baptist Churches C.R. — Dr. Robert Woods, Neurosurgeon/TROY
— Gordon Hinde, Real Estate / ULYSSES — Ora Martin, Quarter-
horses / WICHITA — Lee Anderson, Artist — Dr. John H. Hartman,
WSU Sociology Professor — Lonnie Hephner, Businessman —
Lester Holloway, Attorney —Dr. Martha S. Housholder, Dermatol-
ogist — Ted Mason, Architect — Vincent E. Moore, Retired Cessna
Officer — Dr. Marvin M. Somers, Radiologist

Include in mailings. Place next to cash register.

Give to friends. Copies available from KANSANS

FOR LIFE AT ITS BEST! Box 888, Topeka, 66601
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For persons signing petitions asking ~ the
right to vote on parimutuel:

QUESTION - "SHOULD LAWMAKERS FOLLOW CONSTITU-
TIONAL REQUIREMENTS FOR AMENDMENT AND REVISION?"

Parimutuel promoters can not win legislative
approval of race track gambling, so they are
trying to circumvent constitutional requirements
by claiming lawmakers are not voting for or
against parimutuel, but are only voting for the
right of people to vote on it. If successful,
they will Tater tell voters statewide, "You

are not voting for or against parimutuel, but
Jjust for the right of counties to vote on it.”

That is deception, a tactic of swindlers and
gambling promoters. The right of people and
right of lawmakers to vote on amendments is
guaranteed by the Constitution. According to
the Kansas Supreme Court, V 207 p 651-4, the
legislature may "initiate any change" and "in
proposing and agreeing to amendments" is mak-
ing "a request for a change", asking the people
to approve or reject what Tawmakers have already
approved because "it is the right of every

elector to vote on amendments to our Constitution

in accordance with its provisions."

Article 14.—CONSTITUTIONAL
AMENDMENT AND REVISION

§ 1. Proposals by legislature; approval
by electors. Propositions for the amendment
of this constitution may be made by concur-
rent resolution originating in either touse of
the l%gislatlllre, and jf two-thirds of all the
members elected to each house shall ap-
prove such resolution, the same, with tﬁe
yeas and nays thereon, shall be entered on
the journal of each house. The secretary of
state shall cause such resolution to be pub-
lished in one newspaper in each county of
the state where a newspaper is published,
once each week for five (5) consecutive
weeks immediately preceding the next elec-
tion for representatives, or preceding a spe-
cial election called by concurrent resolution
of the legislature for the purpose of submit-
ting constitutional propositions. At such

election, such proposition to amend the
constitution sEai! ée submitted either by
title generally descriptive of the contents

thereof, or by the amendment as a whole, to
the electors for their approval or rejection.
1st Step - If lawmakers approve a proposition
to amend which is the resolution;
2nd Step - Such proposition to amend shall be
submitted to the electors.

Lawmakers do not vote to submit a change. If
they approve the change, it shall be submitted.

(3)
Speakinc "~ the Downtown Rotary Club in Topeka
on Octoy 2, 1980, Governor Carlin told of
his desire to protect the reappraisal of urban
and rural real estate by passing a constitu-
tional amendment. He did not say the people
have the right to vote on his classification
amendment. He said, "It requires a two-thirds
vote of the LegisTature to win approval of
something that is truly good for Kansas."

Speaking at an Eggs & Issue Breakfast on Feb-
ruary 4, 1969, concerning another constitu-
tional amendment, Senator Bennett who later
became Governor said, "We do not vote to sub-
mit that which we do not want passed."

Parimutuel gambling promoters want lawmakers
to be rubber stamps who simply vote to submit
it to the people. They believe the legisla-
ture does not have enough intelligence to con-
sider parimutuel on its merits.

For Chamber of Commerce committees promoting
parimutuel and lottery gambling:

QUESTION - "DO YOU WANT LOWER RETAIL SALES
AND INCREASED BAD DEBTS FOR YOUR MEMBERS?"

When gambling tracks in other states are run-
ning, retail sales drop and bad debts increase
because millions of local consumer dollars are
lost at the track. As one merchant said, "They
come to town to gamble. They don't spend mon-
ey anywhere except in hotels and restaurants
near the track. My business is down. The few
dollars brought in from out of town are nothing
compared to local dollars lost." It may be the
sport of kings, but peasants lose the most.

Governor Rockefeller of Arkansas wanted to
know the biggest problem experienced by local
people when the parimutuel dog track and horse
track are running. "Bad debts" topped the
Tist. Hometown folk gambling away paychecks

can't make payments on car, TV, rent, bank loan.

"Parimutuel didn't work last time it was tried,
which was 1933-37. Too many Texans squandered

time and money at the track, couldn't pay their
bills." -Dallas Morning News, March 15, 1983

A grocery store owner said on the opening day
of the Colorado lottery, "We might as well let
our check out girls stay home. Al1l we sold
were lottery tickets." Most consumer doilars
lost on parimutuel and Tottery are taken from
cash registers of main street merchants.
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For persons who say we should have 17 r by
the drink, Sunday beer sales, wine in _ ocery
stores, cut rate alcohol prices, etc:

QUESTION - "DO YOU WANT PEOPLE TO DRINK MORE
ALCOHOL? DO YOU WANT MORE ALCOHOLICS, MORE
HIGHWAY TRAGEDY, MORE WIFE AND CHILD ABUSE?"

"total consumption is the common denominator

for alcohol probliems...if per capita consump-

tion increases, alcohol problems increase"
-Information & Feature Service, Nov. 23, 1976
National Institute Alcohol Abuse & Alcoholism

"So promising and straightforward is the sim-
ple syllogism of reducing alcoholism by re-
ducing total social consumption.”

-Bruce C. Vladeck, Ph. D.

American Journal Public Health, Dec. 1975

"It is therefore important to observe that, in
the Tong run, education, treatment and deter-
rence are all of secondary importance compared
to the central task of cutting down the general
level of consumption by regulating the price
and controlling the availability of alcoholic
beverages"
-Dr. Klaus Makela, Research Director 1974
Finnish Foundation for Alcohol Studies

According to the Third Special Report ALCOHOL &
HEALTH to the U. S. Congress, for each $1 in
alcohol taxes, over $4 is taken from all of us
in HIGHER PRICES for goods and services because
of alcohol impaired personnel, HIGHER PREMIUMS
for hospital-medical-auto-fire insurance to
cover alcohol related losses, and HIGHER TAXES
to pay costs of welfare, criminal justice,
treatment and needed social services resulting
from alcohol consumption.

"One drug causes more human trouble than all

other drugs combined. That drug is alcohol."
-THE TELEVISION REPORT DRUGS: A to Z
Columbia Broadcasting System, Inc.

“the drug that causes by far the greatest a-
mount of damage both personally and socially to
our college students - drug ethyl alcohol"
-Donald L. Cooper, M.D.
N.C.A.A. News, February 15, 1977

"alcohol - it continues to be the drug most
associated with crime, violence, auto acci-
dents, marital problems and child abuse."
-Dr. Walt Menninger
Hutchinson News, November 7, 1976
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For par*tuel promoters who talk about
freedon ' choice:

QUESTION - "SHOULD SWINDLERS HAVE FREEDOM OF
CHOICE TO OPERATE IN KANSAS?"

"There would seem to be an inconsistency in
demands for consumer protection agencies, cou-
pled with demands for legalized gambling. As
professor Irving Kristol pointed out on this
page several months ago, gambling is 'techni-
cally a swindle: the payoffs on bets must be
less than fair, and the overwhelming majority
of the 'investors' must eventually lose their
money, if the gambling enterprise is to sur-
vive and prosper.'  Therefore, he noted, the
case for legalized gambling is 'simply an ar-
gument in favor of the government raising rev-
enues by swindling its citizens rather than by
taxing them.'" GAMBLING AND THE GOVERNMENT
The Wall Street Journal, Jan. 4, 1974

"Parimutuel racing has become such an obvious
consumer swindle..."
-New York Times editorial, July 30, 1977

The Kansas Constitution is a bulwark for con-
sumer protection by not permitting parimutuel
and lottery swindiers to prey on the public.

They say parimutuel will reduce taxes:

QUESTION - "WOULD $9 MILLION REDUCE PROPERTY
TAXES OF ONE BILLION DOLLARS?"

Kansas property taxes totaled $1,085,137,000.00
in 1981. $9 million Nebraska 1981 parimutuel
taxes equal a 1/20th cent Kansas sales tax.

Parimutuel wagering has not reduced taxes for
persons 1living in Nebraska, Colorado, New Mex-
ico, or Arkansas. Professor Glenn W. Fisher

of Wichita State University told the Topeka

Rotary Club on October 30, 1980 that "Kansas

state and Tocal general revenues as a percent

of personal income are well below the U.S. av-
erage and the average of neighboring states...
Only Kansas has had a negative growth rate in
taxes as a percent of income."

For Kansas tracks to produce taxes promised by
gambling promoters, Kansans must bet every day
250,000 consurmer dollars on the 1st race if all
winners wager total winnings on following races.
With 16% takeout on each race, at the end of a 9
race afternoon, bettors would "win" $52,000 with
$62,000 going for taxes and $136,000 going into
pockets of non-profit track operators and owners
of winning horses. {Details sent on reguest)
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For persons promoting lottery in Kén“ﬁf:

A
QUESTION - "WOULD YOU RATHER HAVE $50 MILLION
CONSUMER DOLLARS TAKEN FROM THE PUBLIC WITH A
LOTTERY AND ONLY $35 MILLION GOING TO THE
STATE OR WOULD YOU RATHER HAVE $45 MILLION
CONSUMER DOLLARS TAKEN FROM THE PUBLIC WITH A
1/4TH CENT SALES TAX AND ALL $45 MILLION
GOING TO THE STATE?"

"35 percent of each lottery ticket dollar goes
to improve the quality of 1ife for all Colora-
doans, 15 percent goes to lottery operations
and 50 percent goes to player prizes.”
-Public Gaming Magazine, March 1983, p. 25
(Promoting commercial gambling nationwide
and mailed free to lawmakers in every state.
The magazine is paid for by those who get
rich from commercial gambling operations.)

They mean 35% is hidden taxes, 15% goes to im-
prove quality of life for lottery gambiing pro-
moters, and 50% is taken from the pockets of
1,999,999 ticket buyers to pay off one buyer
who won a million dollars. (2 million $1 tick-
ets must be sold to create a $1 million prize)
For each $100 million in lottery sales, $35
million is taxes and gambling promoters receive
$15 million - receive 42¢ to collect $1.00 tax.
Who gets 42¢ to collect $1.00 sales tax?

The motive for shop-1ifting and gambling is the
same, enrich yourself from the financial losses
of others. Farming is a risk. Lottery is a
swindle - theft by deception as 2 million ex-
pect to win a million & 1,999,999 are swindled!
Thieves rob homes. Lottery robs pocketbooks!
Most lottery dollars come from poor people. A
1/4th cent sales tax would come from everyone.

"Recently Charles Hardwick, a New Jersey assem-
blyman, talked with a woman who tearfully de-
scribed buying one ticket a week in the begin-
ning and then gradually increasing her pur-
chases to 15 tickets a day...such concerns
helped ki1l a Tottery bill in Virginia this
month...'A Tot of people get their unemploy-
ment or welfare checks and come down here and
try their luck,' says Cynthia Harris, who sells
lottery tickets at the Whitman Card & Tobacco
shop in Camden. Critics charge that states ad-
vertise their lotteries in flashy television
commercials, that rarely mention the miniscule
odds of winning. 'The state's commercials are
as skillful and enticing as the ones used to
sell sexy perfume,’ state Sen. Hardy Williams
of Pennsylvania complains."

-The Wall Street Journal, Feb. 24, 1983

‘STATE LOTTERY HURTS THE POOR
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For par tuel promoters who claim concerned
citizer. 4o not trust people to vote on it:

QUESTION - "IF YOUR OPPONENT QUTSPENDS YOU
$100 TO $1, IS IT A FAIR ELECTION?"

Parimutuel promoters expect to pocket $30
million yearly if the people vote YES. They
will spend large amounts to buy a YES vote.

"My wife and I tithe to support our Tittle
church that is doing a positive work for good
in our community and beyond. I would hate to
use some of this money in a campaign to defeat
parimutuel gambling at election time, but I
would. Those who hope to make money out of
parimutuel gambling can probably outspend us
100 to 1. I'm counting on dedicated Tawmakers
to defeat this gambling resolution so my wife
and I and thousands of other concerned Kansans
will not be forced to use part of our sacrifi-
cial giving to fight something negative in-
stead of supporting some positive program for
good."

-John Bower, Mclouth, long-time legislator

Testimony to Senate Committee, 1981

If 111 lawmakers (27 in Senate & 84 in House)
approve parimutuel, concerned citizens will be
forced to raise over $1 million to advertise
truth and fight the big Tie at election time to
equal what was spent on advertising by gambling
promoters in Oklahoma. Each Tawmaker who votes
YES would cost concerned Kansans $10,000.00.
($10,000.00 times 111 is over $1 million)

For beer wholesalers and college students who
oppose age 21 for beer:

QUESTION - "IS DRINKING BEER AND MAKING MONEY
SELLING IT MORE IMPORTANT THAN SAVING LIVES?"

The Kansas Department of Transportation re-
ports some 4% of licensed drivers are age 18
and 19, yet they are involved in nearly 12% of
all alcohol related auto crashes in Kansas.
States that raised the legal drinking age have
had a decrease in crashes for that age group.

The American Medical Association at 1its na-
tional meeting in 1983 called for age 21. Oth-
er groups that have called for age 21 nation-
wide include the Presidents Commission on
Drunk Driving, the National Transportation
Safety Board, the Insurance Institute for
Highway Safety, MADD and the National Safety
Council. Half our nation's youth Tive in states
where they may not buy 3.2 beer until age 21.
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For persons who claim commercial gamb®  is
the most rapidly expanding growth indu._.y:

QUESTION - "DO YOU WANT MORE JOB ABSENTEEISM,
LOWER WORKER PRODUCTIVITY, MORE ACCIDENT-PRONE
EMPLOYEES IN KANSAS?"

"Gamb1ling adversely affects business. INEFFI-
CIENT EMPLOYEES. MWorkers will be prone to
waste time by visiting or roaming about in
search of a racing form, the latest sporting
news, the in-plant bet collector. ACCIDENT-
PRONE EMPLOYEES. When a gambler becomes a
loser - and in the Tong run they all do - he
becomes worried, distracted, perhaps tense as
debts mount. POTENTIALLY DISHONEST EMPLOYEES.
As Tosses mount, the employee may resort to a
Toan shark to bail himself out. He becomes
subjected to such intense loan-shark pressure
that he begins to steal or embezzie from the
company."

-DESKBOOK ON ORGANIZED CRIME, PAGE 31-32

Chamber of Commerce of The United States

Parimutuel promoters claim an average daily
attendance of 40,000 for the 210 day racing
season. That is a Tot of job absenteeism.

For persons who say we should keep home Kansas
dollars now going to Nebraska gambling tracks:

QUESTION - "IF GAMBLING TRACKS IN KANSAS WOULD
HURT NEBRASKA, WHY DO GAMBLING PROMOTERS FROM
NEBRASKA HELP KANSAS PARIMUTUEL PROMOTERS?"

Healey and Fudge came to Topeka and testified
for parimutuel at the Senate Committee Hearing.
They know gambling tracks in more states cause
more people to become regular bettors. This
helps attendance at tracks in all states, and
Nebraska tracks are in financial trouble.

Michael Healey, director of social services for
the county in which AK-SAR-BEN is situated, tried
to minimize problems by saying "There have been
a few occurances of people Teaving young children
in cars in the parking lot at the track."

-Topeka Capital-Journal Feb. 18, 1931

"Testifying about a pari-mutuel system in Nebras-
ka, Duane Fudge, vice chairman of the Nebraska
Racing Commission, said betting produced about
$8 million in revenue for (Nebraska) last year."
-Wichita Eagle-Beacon, February 18, 1981

For each $1 Kansas tracks might keep at home,
local persons not now gambling would probably
lose $1,000.00 into gambling promoters pockets.
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For pers/ who say parimutuel will help the
horse in  c¢ry in Kansas:

QUESTION - '"SHOULD HORSE BREEDERS BE SUBSIDIZED
BY FINANCIAL LOSSES OF POOR PEOPLE IN KANSAS?"

Poor people are the main victims of parimutuel.
They do not know it is technically a swindle.

A longtime New Jersey lawmaker told Senate
President Ross Doyen that if he could have one
vote back, it would be his YES vote for casino
gambling in Atlantic City. New Jersey voters
later approved casino gambling, but the legis-
Tature approved casinos as the First Step. Ca-
sino promoters in New York claim "An exclusive
admission policy would discourage casual trade,
keeping working people from gambling away their
paychecks...Pardon our disbelief." (Quotation
from New York Times editorial, Dec. 17, 1980)

"Bettin' on the races became an obsession with
so many people who simply could not afford it,
that much of my time was spent in: counseling
with them. On the surface there didn't seem
to be anything wrong with placing a $2 bet, but
under the surface, it was a different story al-
together! Most of my families were blue-collar
workers and day laborers who could little af-
ford the Tuxury of another addiction! Kansas
would not benefit from parimutuel race tracks."
~Testimony to 1983 Committee Hearing by Pas-
tor Theodore Staudacher. He served churches
near Balmoral and Washington Park race tracks
outside Chicago and now serves St. John's
Lutheran Church, Topeka.

The spectator sport of horse racing is legal in
Kansas. Gambling is the issue. Parimutuel
hurts people and horses. People become compul-
sive gamblers. Humane Societies & horse lovers
oppose parimutuel because horses are drugged

& abused by gambling promoters seeking riches.

For persons who believe freedom of choice to
purchase alcohol should not be restricted:

QUESTION - "SHOULD PERSONS HAVE FREEDOM OF
CHOICE TO BUY MARIJUANA, HEROIN, OR COCAINE?"

People snort cocaine, shoot heroin, smoke mari-
Jjuana, or drink beer because they like the way
the drug makes them feel. Many become addicted
or dependent on these mind altering chemicals.

Drug control laws have been passed for the sake
of public health, safety, and welfare. Alcohol
control laws are drug control Taws.
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For those saying parimutuel will create.iobs:

1
QUESTION - "DO YOU WANT KANSANS TO LOSE <UBS
THEY NOW HAVE?"

“The thing that bothers me most about it is
that when people gamble away their money, they
don't spend it on an honest product that some-
one has put work into. There's only so much
money, and if it is lost at a gambling table,
it is taken out of the productive part of our
economy. Who would you rather see employed, a
blackjack dealer in a casino in Las Vegas or a
machinist at an automobile assembly plant in
Detroit? Which contributes most to what's
good about American 1ife?"

-Andy Rooney, national columnist

Topeka Capital-Journal, August 24, 1983

"Attorney General Curt Schneider said Sunday
he is opposed to a proposed amendment to the
Kansas Constitution which would allow parimu-
tuel betting. Schnieder said he opposed gam-
b1ing because it doesn't add to the Gross Na-
tional Product of the nation or to Kansas."
-Topeka State Journal, March 21, 1977

Virgil Peterson of the Chicago Crime Commission
wrote, "As a business, gambling is parasitic.It
is non-productive. It creates no new wealth and
performs no useful service. It redistributes
wealth from many into the hands of the few."

Parimutuel promoters say $273.1 million would
be wagered yearly with 5% going to Kansas and
11% or $30 million going into pockets of non-
profit track operators and owners of winning

horses. (Gamblers lose $3 for each $1 to the
State and $2 to gambling promoters.)

If millions of consumer dollars are redistrib-

uted to support parimutuel jobs, jobs now sup-

ported will be lost. Who would you rather see

employed, a tote board operator at a local gam-
bling track or a factory worker in Wichita?

Oklahoma gambling promoters won a state wide
YES vote by promising thousands of new jobs.
If questioned, they could always say the new
jobs were in some other part of the state.
Counties are now voting and this has forced
them to tell the truth. Creek County "Pro-
betting force organizers like J.R. Payne said
they are being cautious about claims to voters
about jobs and tax dollars betting could bring
to the county. 'We don't want to tell people
something we can't back up.'"

—Tulsa Tribune, August 25, 1983
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For. persons who say legalized parimutuel will
get ric % illegal gambling in Kansas:

QUESTION - "DO YOU WANT MORE ILLEGAL GAMBLING?"

Legal gambling tracks increase the number of
persons who bet illegally and the amount bet.

"We can see that illegal bookies are operating
in states without (gambling) tracks. One per-
cent of our sample Tiving in those states re-
port they bet with a horse book. This compares
to three percent who bet with a horse book who
live in states with a (gambling) track, sug-
gesting that while a local (gambling) 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 states, there are more of them
in states with (gambling) tracks." Page 191-3

"As would be expected, the greater popular in-
terest in horse racing naturally accompanying
existence and advertising of racing and publi-
cation of results (at local gambling track)
augments the demand for illegal betting facil-
ities...Existence of (legal gambling on) horse
racing also appears to increase the average a-
mount wagered illegally per bettor, particu-
larly with horse books."  Page 172

~GAMBLING IN AMERICA, Appendix 2,

Commission on the Review of National Policy

Toward Gambling created by 91st Congress.

"Thomas Kelly, director of the Kansas Bureau of
investigation, warned that introducing track-
side betting would cause significant Taw en-
forcement problems. He said a KBI survey of
the 31 states with parimutuel wagering indi-
cated that such an operation in Kansas would
mean increases in crime, including illegal
gambling, bribery, race-fixing, fraud and cor-
ruption in the race organizations. 'There is
a definite impact of parimutuels on law en-
forcement when it comes into a state,' he said.
-Wichita Eagle-Beacon, February 20, 1981
Committee Hearing on Parimutuel Gambling

For those saying you can't legislate morality:

QUESTION - "WHAT IS THE MEANING OF MORALITY?"

Morality has to do with right and wrong. A
Wichita State University professor said,
"Every law is legislated morality."

Every law says something is right and some-
thing is wrong. It is right to drive 55 MPH.
It is wrong to drive faster. It is right to
pay so much in taxes. It is wrong to pay less.
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Before the General E]egtign of 1982, Governor

Carlin was asked, "If elected Governo-

-Will you support raising the beer di  :ing
age so highway injury and death for Kansas
youth will be reduced?

-Will you speak publically of the personal,
social, and economic problems which will
come with legal commercial gambling at
Kansas race tracks?

-Do you want the legislature to vote NO on a
Constitutional change which would permit
parimutuel wagering in Kansas?"

His written response was JES to these questions.

"As Attorney General, my concern has been with
commercial gambling. The losses become more ex-
treme. The 1likelihood of infiltration by organ-
ized crime will increase. I prefer keeping the
Taw as it is. We've got a healthy state and I'm
very pleased with it.

"I've a lot of friends who are in favor of pari-
mutuel gambling, and I have a lot of friends

who are not. Some of my good friends have
horses. They raise them for racing purposes

and are somewhat bewildered at my position on
the parimutuel question. It is just that I see
no positives in opening up the state to commer-
cial gambling. I see a lot of negatives.

"We have very little problem with public corrup-
tion in Kansas. One of the reasons for that,
for example, are the difficulties involved in
opening liquor stores, in regulated private
clubs, in the lack of commercial gambling. The
cash flow that attracts so many problems just
isn't here. And I'm glad.

"The thing other than organized crime, is the
fact that there is always illegal off track
betting and there are many stories of the
drugging of horses, and about cheating in re-
gard to the races. And then the regulation,
and the problem of people who can't afford to
gamble, and gamble too much. They hurt them-
selves and hurt their families. We have
enough problems with bingo gambling.

"My main concern about commercialized gambling,
particularly parimutuel betting, is the fact
that I don't see any positives. All I see are
negatives. I think we can continue to have a
wonderful state and enjoy our wonderful: people
without those negatives.

"Every law is a moral issue and that is the busi-

ness of government, to determine what is best."
-Attorney General Bob Stephan
WIBW-TV interview, March 5, 1983



