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MINUTES OF THE - HOUSE conimirree on  FEDERAL & STATE AFFATRS

The meeting was called to order Iy Representative Robert H. Miller at
Clunrperson

_1:30 WL, OV 1r2%-8¢ . 19860y room 5265 of the Capitol.

All members were present except:

Committee stalt present:

Lynda Hutfles, Secretary
Russ Mills, Research
Mary Torrence, Revisor's Office

Conterees appearing before the committee:

Dr. James Coffman, Kansas State University
Norman Harper, Scott County

Ruby Bracken, Topeka

William Plymat, Des Moines

Grant Cushinberry, Topeka

Reverend Richard Tayvlor, Kansans' for Life at Its Best
Reverend Steven Daniels, Topeka

Carol Brandert, Salina

Betty Lambert

Reverend Bob Visar, Wichita

Marc Rogers, Kansans' for Life at Its Best
Micki Hansen, Wichita

Betty Nall, Topeka

The meeting was called to order by Chairman Miller.

Representative Sughrue made a motion, seconded by Representative Peterson,
to approve the minutes of the January 28 meeting. The motion carried.

See SoAH T Paseiweud wel

As announced at the January 28 meeting, there was a conferee who was unable
to attend the meeting for the propoenents. This conferee is Dr. James
Coffman.

Dr. James Coffman, Dean of the College of Veterinary Medicine, Kansas State
University, gave testimony in support of parimutuel wagering in Kansas. He
stated that this type of legislation would add to the agricultural economics
of the state. See attachment A.

Hearings on proponents were concluded.
OPPONENTS:

Norman Harper, Scott County, gave testimony in opposition to parimutuel
wagering in Kansas. He talked about tax exemptions on horses and slaughter
houses. Tax exemptions only cause more taxes.

Ruby Bracken, Topeka, told the committee that she was against parimutuel
gambling and that she had lived in California where this was permitted and
watched people waste their money on gambling.

William Plymat, Des Moines, gave testimony on the experiences Towa has been
having since parimutuel legislation passed in that state. The state of
Towa will receive 1% of the revenue from parimutuel gambling until all
facilities are paid off. There is one dog track in operation which is city
owned by the city of Dubugue who held a $12 million referendum to pay for

it. JIowa is a long way from having a praimutuel horse track. Mr. Plymat
distributed a copy of a chapter of a book, "Gambling is a Deadly Sin'". See
Attachment B. Federal law prohibits the use of industrial bonds to build

a gambling facility.

When asked if there had been any reports on the impact on law enforcement
with parimutuel, Mr. Plymat said he had not heard of any problems with law

Unless speaitically noted, the individual reinarks recorded herem have not
been trimseribed verbatin, Individual remarks as reported herein have not
been submitted to the individuals appeaning before the committee for

editing or corrections, Page 1 Of
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enforcement.

Grant Cushinberry, Topeka, gave testimony in opposition to HCR5024. He

said it is the little man who drops all the money at the track. Keep our
state free of gambling and come up with a better solution to get the revenue
needed. Poor people are not wise enough to use good judgment when it comes
to gambling.

Reverend Richard Taylor, Kansan's for Life at Its Best, gave testimony in
opposition to HCR5024. He stated that the issue was not lettina the people
of Kansas vote. Gambling promoters have deceived themselves into thinking
parimutuel will bring them riches. See attachment C.

Reverend Steven Daniels, Topeka, opposed the passage of parimutuel legisla-
tion. He said he is convinced that if this legislation is passed, it will
bring strife and hardship to the lower income families.

Carol Brandert, English teacher from Salina, gave testimony in opposition

to HCR5024. She stated that parimutuel legislation does not give animals
equal rights. Animals were not put on this earth for our amusement and
exploitation.

Betty Lambert gave testimony in opposition to HCR5024 and explained that
parimutuel horse racing was a cruel and inhumane practice to benefit people.
She listed a number of abuses to the horses which included racing immature
horses, excessive racing, racing on poor quality tracks, drug use,and the
fate of the horses. She said she opposed the making of commercial objects
out of animals.

Reverend Bob Visar, Wichita, told the committee he moved to Wichita from
Colorado Springs. Wichita is a more relaxed place to live and is more
friendly. He feels Kansas is a safer place to live and raise children
because there is not parimutuel gambling. Passage of this resolution will
not accomplish the revenue needed and will not create a better quality of
life. He therefore opposed HCR5024.

Marc Rogers, Kansan's for Life at its Best, told the committee that the
promoters have stopped talking about the revenues because they know these
aren't going to be as much as they thought. He asked why the horse racing
industry should be given special privileges. "Sin taxes" should be higher
because people are going to do these things anyway so they should be made to
pay a higher tax on them.

Micki Hansen, Wichita, gave testimony in opposition to parimutuel because
it is inhumane to animals and people don't realize what goes on behind the
scenes. She said the state should make do with what they have or do with-
out.

Betty Nall, Topeka, told the committee she is opposed to parimutuel gambling
because of the effect it will have on the children of Kansas.

Hearings on HCR5024 were concluded.
The chairman announced that he had a list of bills which he felt had been
either incorporated into other bills or were no longer needed. He will be

asking that these bills be reported adversely. If any committee member has
bill requests, he needs to contact the Chairman.
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Pari-Mutuel Wagering Dr Jawmes . L ME N

The following fundamentally positive considerations should be taken into
account in assessing the relative merits of presenting this question to Kansas
voters. It should be noted that these observations are made as an individual
and that neither Kansas State University, nor the College of Veterinary Medicine

has a position on the question of pari-mutuel wagering.

I. The fundamental economics of broodmare units are important to both agriculture
and other areas of enterprise as follows:

a. For an investor to profit from horse breeding (racing sector) yearlings
must sell for $10, 000 and up. Two yearlings should gross the purchase
price of the mare; this means economically viable mare units average
$20,000 to $25,000 and, with a weanling and yearling in the pipeline,
have the following economic effect annually:

1. $2,000 in feed and goods
2. $1,500 in insurance premium
3. $1,000 in sale nominations and commissions
4. $2,000 in breeding fee
5. $ 250 in veterinary fees
6. $1,500 in labor
7. $ 500 miscellaneous
$8,750
This has the same economic impact as approximately 40 commercial cows.

b. High quality broodmares have exceeded inflation over the past 30-40
years.

In 1955 the record average for a Quarter Horse sale was approximately
$1,300; in 1984 the average of the Super Select yearling sale was $50, 000
and in 1985 it was $49,000. In 1985 the average of the four major

(racing) vyearling sales was $9, 500.

ATTACHMENT A
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In 1940 the average of the Saratoga yearling Thoroughbred sale was
$3,000; in 1984, $256,000.

While these figures represent the top of the industry they also set
the trend.

c. The depreciation and capitol gains characteristics of the breeding and
racing business are favorable to the retention of federally taxable
dollars and their distribution throughout the Kansas economy. This
has a powerful effect since federal income tax is many times higher than
Kansas income tax.

d. The same geologic and climatologic characteristics that make Kansas an
ideal location for the cattle feeding industry are favorable to competetive
equine production systems. These features include large areas of
favorable soil conditions, a large supply of feed and forage including
irrigated alfalfa and an adequate number of days above freezing
(particularly in the southwest half) along with dry enough conditions
to favor good management and training activities.

There is adequate freezing and thawing to minimize overwintering of
parasites.

This activity is focusing more and more in Oklahoma as a result of pari-

mutuel wagering and its effect on marketing outcomes.

Il. The cash outflow into New Mexico and contiguous states is an alarming problem.
People going out of the state to buy, sell, and race horses or to attend the
races spend (personal estimate) a bare minimum of $20, 000, 000 per 100, 000
people attending per year. A trend that can only be reversed with a high

quality program instate. Quality is far more important than size.



M.

Based upon the Nebraska experience and the present Oklahoma City proposal,
the state might expect $5,000, 000 to $6,000,000 in share of handle; perhaps
as much as $8,000, 000 (personal estimate). While a small percent (e.g.,

one percent) of this should be retained for research and development a
substantial amount could be targeted at one or more specific areas of

economic development.

. Kansas is a major Greyhound producing state, and the headquarters of the

Nationa! Greyhound Association are in Abilene. All of the dog racing activity
is outside the state. A synergistic relationship between horse and dog racing
has potential to minimize fixed costs, maximize handle share to the state,

and give Kansas an edge over Oklahoma, Missouri, and Nebraska. The same

areas of research and development are beneficial to both horse and dog

racing.

The research and development, and regulatory activity intrinsic to racing
inevitably involves veterinary medicine. Growth in this area would have
many peripheral benefits to veterinary medical service and research
including comparative medical research in cardiopulmonary function,
bone stress and metabolism, and muscle function. As an educator responsible
for administration of academic programs, | find that projects with potential
for synergistic interaction of funding, research, and service warrant

careful attention.
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Thoroughbred Racing

How would you feel if you paid $8.25 million for a
one-year-old thoroughbred colt at an auction and then
discovered he had a foot problem that might keep him
from ever racing? That actually happened to a buyer in
July of 1984 at the Keeneland Sale outside Lexington,
Kentucky!

The average person might respond that no thorough-
bred yearling is worth $8.25 million. Yet, that figure is
not even the record. The current record was set in 1983
with a purchase price of $10.2 million.

This one event discloses far more about the thor-
oughbred racing and breeding industry than you could
ever learn from all the literature put out by thorough-
bred experts and advocates who want the states to legal-
ize pari-mutuel racing on thoroughbreds.

With these kinds of figures, the average person might
question the possibility of making money in the thor-
oughbred industry. In fact, most owners of horses
don’t. Over 50 percent of the breeders are losing
money, Kerry Fitzpatrick, president of International
Thoroughbred Breeders, told participants in the 1985
Horse Seminar in Philadelphia. Fitzpatrick and Joseph
Kellman, former member of the Illinois Racing Com-
mission, have estimated that about 90 percent of the
owners of racehorses lose money.’

65 H LdsH
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66 GAMBLING: A DEADLY GAME

Pari-mutuel gambling is the most widely practiced
form of gambling legalized for the purpose of raising
revenue for states. Pari-mutuel wagering is legal in
thirty-six states on horse racing, dog racing, and/or jai
alai (pronounced Ai /i—a game between contestants
which resembles racquetball). Connected with pari-
mutuel gambling on horse racing are several forms of
wagering which do not require the individual to be at the
racetrack.

The pari-mutuel gambling industry is seeking to ex-
pand its base of operations by securing legalization in
untapped states. It says this expansion will raise reve-
nue for the states and will develop a new industry which
would be a boost to the states’ economies and indirectly
to state revenues.

Betting on thoroughbred and other kinds of horse
racing is not necessary in order to have racing, but it is
for the owners to be able to make the kind of money they
want. The sport will not stand on its own if the opera-
tors simply engage in racing and depend on the revenues
from fans who pay to watch.

Although there are numerous pari-mutuel gambling
opportunities involving “sports” other than thorough-
bred racing, that is where the money and most of the real
pressure and power are. This chapter will be devoted
primarily to thoroughbred racing and breeding. Other
forms of pari-mutuel gambling will be treated in a dif-
ferent chapter.

Pari-Mutuel Gambling

Pari-mutuel gambling was invented in 1865 by a
Frenchman. This system of gambling was soon to sur-
pass the ““bookie’" as the main system of wagering.?

In pari-mutuel gambling the total amount of money
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bet on a race constitutes the ‘*handle.” Most of this
money (usually between 82 and 85 percent) is paid to
the winning bettors when the race is over. The remain-
der of the handle, the “takeout,” provides prize money
for the owners of the winning horses, a share for the op-
erators of the track, and a portion for the state in the
form of pari-mutuel taxes.

Pari-mutuel betting on horses was first used in the

- United States in 1908 at the Kentucky Derby. By 1961,

it was legal in twenty-three states, and the number had
increased to thirty-two states in 1976. By 1983, the
number had grown to thirty-five. In 1984, Missouri le-
galized pari-mutuel betting on horse racing.

The biggest push for legalization of pari-mutuel
gambling has been made in connection with horse rac-
ing. Arguments for pari-mutuel gambling in connection
with dog racing and jai alai are somewhat similar. Vari-
ous arguments have been made for legalization of pari-
mutuel gambling on horses.

“Freedom of choice” is one argument that has been
used consistently. The *“freedom-of-choice’ argument
says that individuals should be free to engage in betting
activity if they want to.

This argument nalvely asks the citizen to treat pari-
mutuel gambling in a category separate from other
forms of social behavior. Depending upon the conse-
quences, some forms of behavior are regulated. Others
are prohibited. If the behavior is fundamental, such as
freedom of speech or religion, we regulate it with scru-
pulous care. If the behavior is particularly devastating
or harmful, we ban it altogether.

A second argument has been that pari-mutuel gam-
bling will generate sizeable amounts of revenue for state
budgets. Those who make this argument usually talk
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about the sums of money that can be generated for the
state by taxing gambling rather than enacting new taxes
on property, sales, or income. They emphasize that
gambling is voluntary. This tax, which is simply being
collected for the state by the racetrack, is therefore a
voluntary tax.

This particular argument has gone out of vogue in the
last few years. The reason is quite simple: thorough-
bred racing has not generated the sums in tax revenues it
has claimed it could. As a matter of fact, the tax reve-
nues from pari-mutuel gambling on thoroughbred rac-
ing have actually declined. Since-the tax argument has
increasingly proven to be bankrupt, the industry has
shifted to another argument.

A third argument developed by the industry focuses
on the positive “*economic impact” of the horse breed-
ing industry which it claims far surpasses the revenue
generated in the form of pari-mutuel taxes. Pari-mutuel
advocates talk about the capital expenditures connected
with land, buildings, and animals. They emphasize jobs
which are “‘created” by the industry and benefits
through the purchase of goods and services.

This shift in arguments for legalization began to be-
come apparent about 1982. The argument for legaliza-
tion was formulated by a pro-industry analyst who
regularly churns out authoritative **studies™ about the
economic benefits of the thoroughbred industry.’

It is no small coincidence that the conversation about
“‘economic impact” has arisen simultaneously with
broad and intense efforts at getting pari-mutuel taxes
reduced in state after state. The shift in strategy has
helped the racing industry in its pitch to convince state
legislators to lessen the share of revenue which govern-
ment received.
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Kentucky: The State of the Art?

Kentucky is the heartland of the thoroughbred indus-
try, but legalized pari-mutuel gambling has not been a
financial boon to the state. In 1982, the state of Ken-
tucky received a total 0f' $10,862,103 from the 292 days
of thoroughbred racing in the state. This represented a
14 percent decrease over 1981.* It was about three-
tenths of 1 percent of the state budget.® In 1983, after
Churchill Downs initiated a lengthy summer racing
schedule, the state got almost $100,000 more.*

Racing in Kentucky is not “‘on top of the world.”
Churchill Downs had dramatic declines in attendance
and in average amounts wagered during both its spring
and fall racing sessions in 1983. Attendance was off 22
percent for the fall racing meet and 28 percent for the
combined spring and summer meet. This was consis-
tent with a nationwide trend, where attendance was
down at thirty-two of the thirty-nine top racing meets in
either 1982 or 1983.” The track is seeking to generate
more revenue for itself and for the horse owners, so it
initiated summer racing in 1983. In just two years,
newspaper accounts reported losses of approximately
$2.5 million.

As a state, Kentucky's average daily purse ranked
only tenth among states with racing in 1983, lagging far
behind states such as New York, California, Arkansas,
and New Jersey.* This is why in 1984 the Keeneland
spring meet declined considerably in quality when its
racing dates conflicted with those of the Oaklawn track
in Arkansas. The top trainers took the top horses to
Arkansas rather than the *“Bluegrass State.” This trend
did not even change when the supposedly top three-
year-old colt, Devil’s Bag, was shipped to Keeneland in



70 GAMBLING: A DEADLY GAME

the spring meet to hype his preparation for the Ken-
tucky Derby.

An editorial on racing in Kentucky in mid-1984
stated that *‘there is too much racing of all kinds in
Kentucky . . .”" and that “what we often see is cheap
horses running for low purses before sparse crowds.” In
the summer of 1984, this became even more true at
Churchill Downs, where the person in charge of writ-
ing the racing schedule and planning the program took a
leave of absence rather than bend to pressure from the
track management to write racing cards with lower-
quality horses to give the bettors more horses to bet on,

Racing may be cheap in Kentucky, but the thorough-
breds bred there are not. In 1983, Kentucky auctions
sold 8,133 thoroughbreds for a total of $542 million.
Most of these sales were not taxed, which helps the Ken-
tucky thoroughbred industry stay at the top of the
breeding business.’

About fifty of the top sixty thoroughbred stallions in
the nation are located in Kentucky." Sale of stallion
shares and breeding fees are exempt from Kentucky
state taxes."

States that look at legalization of pari-mutuel gam-
bling on thoroughbred racing with the hopes of develop-
ing a strong breeding industry are deluding themselves.
If states such as California and New York, with the
accumulated wealth and the heavily populated areas,
cannot generate the financial resources to challenge
Kentucky for leadership in the breeding industry, how
do advocates in states like Oklahoma, Mississippi, Ala-
bama, and Tennessee have the gall to claim those states
can develop quality breeding programs?

The thoroughbred industry plans to stay on top, with
all of its benefits, in Kentucky. As of January, 1984, five
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political action committees (PACs) had been estab-
lished to promote the thoroughbred industry in Ken-
tucky. The racing industry in Kentucky is experiencing
the same decline in daily attendance and betting as in
other places. The PACs exist to try to get better finan-
ciul treatment from the state legislature for the ailing in-
dustry.

The Kentucky Thoroughbred Commission promotes
racing in states which do not presently have thorough-
bred racing. The week before a statewide referendum in
Oklahoma, John Y. Brown of Kentucky (who was gov-
ernor at the time) made a number of media appearances
in support of the referendum. In addition to testifying
before the Georgia legislature, the Commission claims
to have entertained about half of the Georgia legislature
in Kentucky. Former Governor Brown also appeared in
Texas to testify in behalf of pari-mutuel legislation.”

Just prior to a statewide vote in Missouri, ads featur-
ing Kentucky Governor Martha Layne Collins began
appearing on Missouri television. Lieutenant Governor
Bashears was in Texas in 1985 to promote pari-mutuel
gambling.

States would be well advised to look at illustrations
other than Kentucky to see the current economic reali-
ties of thoroughbred breeding and racing.

Meager Benefits for the State

The promise of easy money was a siren song for
many states. By 1976, thirty-two states huad legalized
pari-mutuel gambling. Between 1976 and the end of
1983, Oklahoma, lowa, and Minnesota had joined the
list of states with legalized pari-mutuel gambling, al-
though no tracks had been built in those states by the
end of 1983.
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One reason for the slowdown in legalization of pari-
mutuel gambling is its inability to do for the state what it
has promised. Several forms of evidence demonstrate
this financial failure.

At present, the twenty-one states with state-operated
lotteries are located in states with legalized pari-mutuel
gambling. Rather than solving a state’s fiscal woes,
pari-mutuel gambling only establishes a tendency for
the state to look for other sources of “‘easy money.”

Also, the amount of revenue generated for the states
is relatively insignificant. In 1981, no state received
evenasmuch as 1 percent of its budget needs from pari-
mutuel gambling. Florida boasted the highest percent-
age with a meager nine-tenths of 1 percent. California
received only .32 percent. New York received less than
1 percent of its budget from pari-mutuel gambling,
which also includes its off-track betting operation."”

A third demonstration of the limited benefits from
pari-mutuel gambling is the decline in total revenue
from pari-mutuel gambling on all horse races. Pari-
mutuel gambling on horse racing paid the highest
amount of taxes to the states in 1976—$714,629,120.
Since then, taxes have declined yearly except for 1979
and 1980. These figures were substantially higher than
the 1982 totals of $652,888,463 for all racing and
$419,722,222 for thoroughbred racing. When inflation
is figured in, as the horse racing industry does in asking
for a bigger share of the takeout for operating expenses,
the decline amounts to a drop of 45.5 percent in just six
years.

The declines continued in 1983, with tax revenue
to state governments being $641,387,176. Of that
amount, $412,925,608 came from thoroughbred rac-
ing, representing another decline of about $7 million.
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This revenue resulted from 4,967 days of thoroughbred
rucing, attended by 41.7 million people (a daily average
of 8,397) who wagered $7.2 billion (a daily average
handle of $522,436). %

The industry, however, is attempting to convince leg-
islators and voters that the money spent for land,
horses, capital improvements, labor, and business
goods will be a major benefit to the state. The usual
strategy is to have an “‘economic impact study” pre-
pared by some “‘expert” or by the state legislature.

The Texas Horse Racing Association estimated that
each dollar of tax revenue for the state would be accom-
panied by between one hundred and three hundred dol-
lars of business activity. Officials of the National
Association of Horseracing Commissioners, the Cali-
fornia Horseracing Board, and other industry sources
found no basis for the estimates and called them unreal-
istic."

A statewide referendum in Oklahoma approved the
legalization of pari-mutuel gambling on horse races.
Pre-referendum studies had projected an allocation of 6
percent of the total money wagered as income for the
state, with 6 percent going to the operator of the track.

After the referendum passed, however, supporters
“discovered” that a horse racing track could not make
money if the state received 6 percent of the money wa-
gered. The pro-gambling forces wanted the state's
share reduced initially to 2 percent. '

A private group of businessmen promoting pari-
mutuel gambling in Tennessee projected state revenues
of $115 million, or approximately ten times the income
received by the state of Kentucky from its thoroughbred
racing tracks. While proposing such items as a dog-
racing track in downtown Nashville, no projections
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were made of the expenses which would be associated
with providing road construction and city services for a
thirty-million-dollar track."” .

A study done for a task force created by the Tennes-
see Senate was prepared by a team of business faculty
members from a state university. The preliminary re-
port painted an optimistic picture of the impact of legal-
ized pari-mutuel racing of thoroughbreds in Tennessee.
The report made no projections about the number of
thoroughbred breeding operations in the state, the num-
ber of thoroughbreds in the state, the amount of land to
be needed for these operations, or the actual increase in
the number of operations in the state.

Yet the study was able to project a **conservative™ es-
timate of $11.5 million annual revenue to the state from
thoroughbred tracks in Tennessee, which was about $1
million more than Kentucky received from its thor-
oughbred tracks in 1982. The “realistic™ estimate was
about $15 million, or almost $5 million more than Ken-
tucky received from its tracks."

The Tennessee study was able to reach such rosy con-
clusions because it was done by analyzing and compar-
ing Tennessec with projections for other states such as
Georgia and Minnesota—states where no tracks exist.

One had to look carefully at the same impact study,
however, to realize that the impact study was projecting
anetloss for three racetracks of between $8 million and
$15 million annually. The same study projected net
losses to the owners of horses racing at those tracks of
between $7 and $10 million annually. Projected ex-
penses of breeding operations far exceeded reasonable
income expectations. Yet Tennessee legislators gave no
indication of having read the report carefully enough
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even to be aware of these candid, although indirect, fig-
ures.

Perhaps the point may be illustrated more fully by
looking in some detail at the projections which were of-
fered for a thoroughbred track in Birmingham, Ala-
bama, and how these projections compared with the
actual performance of existing tracks and states.

Proponents claimed that 175 days of racing or betting
on video racing would generate an average daily at-
tendance of 6,800 persons who would bet an average of
$135 for a total of $918,000 daily, or a total of
$160,650,000 annually.

In 1982, a track in Alabama averaging $918,000 in
daily wagering would have made Alabama the eighth-
ranked state in thoroughbred racing—ahead of Louisi-
ana, Kentucky, Nebraska, Pennsylvania, Ohio, New
Mexico, and eleven other states."

The odds of a track in Alabama attracting bettors
who would wager $135 per day were equally bad. In
1983, thirty thoroughbred tracks throughout the nation
had an average daily amount wagered of $1 million or
more. These were the *“cream of the crop” of thorough-
bred racing. Yet, one-third of these tracks had a betting
average lower than $135 per person. Among these were
historic Churchill Downs, site of the Kentucky Derby;
Pimlico, site of the Preakness; Keeneland, the leading
thoroughbred auction center in the world, located in the
heart of thoroughbred country in Lexington, Kentucky;
and Oaklawn Park in Hot Springs, Arkansas.?

How did the projected $160 million in annual bet-
ting compare with other states? In 1982, Arkansas with
its Oaklawn Park, the most successful track in the
Southwest, generated only $159 million in annual bet-
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ting. Kentucky, with four thoroughbred tracks, gener-
ated only $237 million in annual betting.?

Simple comparisons with other states did not indicate
fully how flawed the projections are. The takeout rate
projected for the Alabama track, initially 19 percent,
was probably the highest in the nation. This means that
less of the money wagered would be returned to the bet-
tors than in states where the takeout rate is in the 14-to-
16 percent range. When the takeout rate becomes that
high, bettors tend to divert an increasingly large portion
of their wagering into illegal bettmg where the payoff
rates are higher.

One thing cannot be faulted about the proposed Ala-
bama racetrack. The state of Alabama settled for less
money in taxes, both for itself and for the many sup-
posed beneficiaries, than any other state to consider
racing in recent years. The 2 percent tax rate is far be-
low the average tax rate of 4.03 percent of money wa-
gered which prevailed nationwide in 1982.2 The
Alabama legislature was willing to settle for what thor-
oughbred industry spokesmen recommend as the de-
sired tax rate for track operations.

In 1982, states got 26.4 percent of the money not re-
turned to bettors.” The Alabama legislation required
only about 11 percent of the amount taken out to go to
the state and to other institutions receiving some *fi-
nancial benefit.”

So Alabama bought a flawed bill of goods, which is
not surprising since it was prepared for the state by a
thoroughbred analyst whose job is to advance the indus-
try, not present objective information.

Such is the substance of the economic impact studies
with which the industry tries to beguile the public!
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The Economics of the Thoroughbred Industry

The thoroughbred industry talks about the “‘eco-
nomic impact” of an industry that features both breed-
ing and racing dimensions, an industry which creates
“jobs™ for people who need work. The starting point
for looking at the thoroughbred industry was the phe-
nomenally high prices being paid at auctions in Ken-
tucky for thoroughbreds. Why would a person spend
$8.25 million for a colt?

There are three special reasons why thoroughbreds
are bringing such astoundingly high prices and they
have nothing to do with racing. They are Robert Sang-
ster of Ireland, Shaikh Mohammed al Maktoum of Du-
bai (oil money), and Khaled Abdullah from Saudi
Arabia (oil money). These men are rich, and they are
spending millions of dollars on American thorough-
breds to export to their own breeding operations in Eu-
rope. For a variety of reasons these men are paying huge
sums of money for the offspring of a small number of
American thoroughbred stallions, primarily a stallion
based in Maryland named Northern Dancer.

Thoroughbred breeders who have the *‘cream-of-
the-crop’ thoroughbreds are reaping astonishing re-
turns on their investments.* In 1982, 6 percent of the
yearlings sold were at the fashionable and prestigious
Keeneland and Saratoga sales. Those yearlings aver-
aged $273,613.

Those are the types of catchy numbers frequently
cited to demonstrate the health of the thoroughbred
breeding industry. At those markets, prices rose by 25
percent over 1981.* The other 94 percent of the year-
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lings sold in 1982, however, averaged only $17,946, a
decline of 14 percent from 1981.%

These trends continued in 1983. As realization of the
crisis began to sink in, the industry even began to do its
statistics differently. One leading publication began to
focus on the problem in the market as reflected by the
median sale price. In 1979 the median sale price (the
figure at which 50 percent sold above, 50 percent sold
below) of auction yearlings was $8,000. In 1980 it was
$10,000. In 1981 it was $11,500. It began dropping in
1982 to $8,116. Disbelief prevailed among most of the
people in the industry, who thought this was a fluke
rather than an indication of overproduction. But the
downtrend barely reversed itself in 1983 when the ﬁg-
ure rose to $8,500.”

Although 1983 auctions of yearlings totaled in excess
of $340 million, states such as Louisiana, Florida, Cali-
fornia, and Texas combined had only about $17 million
in total yearling sales, or about 5 percent.

Now the bottom line to the economics can be put
rather blunty. Using industry figures, the cost of caring
for and feeding a yearling to sale time amounts to
$8,030. So 50 percent of the yearlings sold in 1983 did
not recover the cost of getting them there, if one figures
in the cost of the mare, the stallion fees, insurance, and
commission. This would mean that well over 50 percent
of the 1983 yearlings sold at auction lost money for their
owners.*

Bill Oppenheim, editor, told a dismal story in the
September 23, 1983, issue of Racing Update. He
pointed out that 30 percent of the yearlings listed as sold
in September sold for less than their 1981 stud fees.
Even higher-priced stallions failed to insure profit-
ability for the breeders, as almost half of the 638 year-
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lings by stallions with the 1981 listed retail stud fees of
twenty thousand dollars or more did not sell for as much
a» one nickel more than their stud fees.”

In 1984, the average sales price rose to an all-time
high of $41,396. This resulted from the rise in prices of
the *‘cream-of-the-crop” yearlings sired by Northern
Dancer, Alydar, Seattle Slew, and Danzig. But the over-
all downward trend continued in 1984. The median
sales price declined to about six thousand five hundred
dollars, for a decline of almost 50 percent in just three
years.”

Almost anywhere you look, the industry is crying
about the need for bigger purses, which usually trans-
lates into a desire to get the state to settle for lower tax
revenues. State after state will either have impact stud-
ies or open discussion about the trouble in the industry,
looking for ways to increase revenues, attract new bet-
tors, and give less money to the state. Because of the
effort and the money spent in lobbying, a number of
states have reduced their pari-mutuel tax rate drasti-
cally in the last two to three years.

So why the big push by the pari-mutuel industry right
now? Some racing analysts call it the search for “New
Money.” Andrew Beyer, noted racing writer, puts it
quite succinctly:

. There are plenty of late-comers who are just now
starting to put their money in horses through public
stock offerings and limited partnerships. They expect
tax advantages, potentially large profits and a little bit
of glamor, but they are going to learn some painful les-
sons about the new economic realities of the business.”

So the shift away from talking about direct tax dollars
generated at the racetrack reflected more than a strategy
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for dealing with state legislators; it is an attempt to
grapple with a larger problem affecting the thorough-
bred industry: overproduction. Thanks to the massive
influx of foreign money and to the 1981 tax laws which
produced tremendous financial incentives for thor-
oughbred breeders, there are too many people raising
thoroughbreds now for the thoroughbred breeding and
racing industry to be profitable.

Building an industry like thoroughbred breeding and
racing is always more fun when you can do it with
someone else’s money, and that’s what'’s happening.
Whether through deductions and tax credits (sometimes
called loopholes) or through partnerships which offer
tax writeoffs to wealthy taxpayers trying to avoid tax
payments, the thoroughbred industry is “‘off and run-
ning.”

Perhaps the most lucrative benefit to the thorough-
bred industry was the 1981 tax reform which sweetened
the manner in which, according to one industry source,
*the tax system is encouraging investment and develop-
ment of viable horse businesses.” Horses can be depre-
ciated or written off in three to five years, depending
upon age and use. If a breeder buys a twelve-year-old
thoroughbred mare for breeding purposes, the entire
cost can be depreciated in three years.”

So, if someone pays $2.5 million for a twelve-year-
old mare as oilman Nelson Bunker Hunt did, the entire
cost can be deducted over a three-year period of time as
a business expense.

This tax write-off has seemed to be so lucrative
that large sums of money are being drawn into the thor-
oughbred business, providing badly needed capital for a
cash-strapped industry, through stock offerings in part-
nerships and corporations. Although these new forms
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of ownership raise the possibility of hidden-ownership
problems (a recurring situation in regulating casino
gumbling),” in 1983 about $75 million in *“new money”’
was generated for thoroughbred breeders.*

Racetracks are not doing well financially. In fact,
many of the tracks are losing money. A New York study
projected continuing declines in track attendance. In-
creases in wagering, both at the tracks and in off-track
betting parlors, were projected at about 1 or 2 percent
per year through 1986. The total net income of all of the
New York tracks, which was at its recent highest at
$11.8 million in 1978, was projected to turn into a total
net loss of almost $19.2 million by 1986.% Both the New
York study and a similar New Jersey study® indicated
that the only tracks operating at a profit were inan area
of very high population.

Some racetracks have closed. Track construction,
renovation, and purchase would be much more difficult
except for the American taxpayer. Numerous racing
facilities have been purchased, built, or renovated
through the use of tax-exempt or low-tax industrial
bonds. These bonds are considered subsidies to encour-
age the stimulation of “‘economic development” in des-
ignated areas.

Garden State Park in New Jersey was rebuilt with
$40 million in bonds.” Keystone Race Track in Penn-
sylvania is being purchased and refurbished with the as-
sistance of about $30 million in bonds.* Arapahoe Park
in Colorado was built with these bonds.” The Iowa® and
Minnesota® legislatures in 1984 dropped restrictions
which would prevent the usage of such bonds for the
construction of racetracks.

Thoroughbred racing is not a profit-making venture.
Most Americans who race thoroughbreds aren't mak-
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ing money. A frequent theme in racing publications is
that racing purses have not kept up with the rate of infla-
tion reflected in the expense of racing.

New York has been one of the leading racing states
for years. In 1980, racing purses in New York totaled
$125 million. But racing expenses exceeded that
amount by $16 million.® A Michigan study revealed
that the average thoroughbred operation netted only
three-hundred dollars in profit during 1982 on average
investments of one-hundred-ninety thousand.” A study
of horses sold at auction in Kentucky in 1974 and 1975
revealed that 26.5 percent of the horses didn’t earn a
single dollar racing.* And one horseman said in the
summer of 1984, “‘Forty percent of the horsemen have
to lose because there still isn’t enough purse money.”*

Losing money in racing is not confined to the United
States. In 1983, Shaikh Maktoum and his brothers
spent $65.4 million in just three weeks at the Kentucky
sales. That surpassed by $1.4 million the total prize
money for all of the thoroughbred races in England, Ire-
land, and France for an entire year, places where Mak-
toum races. Maktoum and his brothers aren’t making
their money racing horses.*

The thoroughbred industry claims that it will gener-
ate many jobs in connection with the industry. The sub-
jectis one which is given more rhetorical treatment than
it is factual demonstration. One point never addressed
is that most of the jobs supposedly created are of the
low-paying variety which do little toward developing
employment opportunities that can provide stable, long-
range vocational options for large numbers of people.

The Tennessee study mentioned earlier projected a
number of jobs to be created by the industry (ranging
from the equivalent of 4,809 to 7,416 full-time jobs)*
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even though a survey of eighteen states had found no
state labor department which had performed any study
ol the employment impact of racing within the state.®

A 1984 article described the income level of the indi-
viduals registered as jockeys in 1983. The average
jockey earned between eight and fifteen thousand dol-
lars. How is that for precise statistics? But that amount,
whatever it was, included a 25 percent commission
which had to be taken out for the agent who arranged
“mounts.” Other expenses also had to be deducted.
But, the article continues, there is no such thing as an
average jockey. The person is either aregular rider or an
exercise jockey looking constantly for mounts to ride in
races.

Over half of the jockeys (52 percent) in 1983 had a
mount less than one hundred times during the year, or
once every three to four days. The average purse money
won by the horses ridden by these jockeys during an en-
tire year was $7,194! One out of every five jockeys had
only tenraces for the entire year, with an average annual
purse winning of $511! Twenty-nine percent of the
jockeys did not win a single race!®

Kellman states that 84 percent of the jockeys riding in
New York, among the most lucrative racing circuits, do
not even make a living wage.”

One of the few studies not financed by the racing in-
dustry which reports on the “‘breeding industry” in a
state was done in Michigan in 1982. The average thor-
oughbred operation in that state employed 2.1 full-time
workers, at an average annual salary of $8,000, and 2.4
part-time workers, at an average annual salary of
$1,470." The thoroughbred industry tells people that it
is a labor-intensive operation,

A study done of racing in New York provides some
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measure of the economics of employment at the race-
track. It is one of the few studies I have seen where it is
even possible to calculate actual employment and salary
levels of track operation. The vast majority of the jobs
are part-time, with an average ratio of about one full-
time job for each six or seven part-time jobs. When the
figures from one track were discounted from the calcu-
lations since that track did not report the number of
part-time jobs, the average salary at all of the other
tracks in New York was $6,380. This is a pathetic sal-
ary for a state with one of the higher costs of living in the
nation.”

Another part of the report describes the jobs on the
“backstretch,” where workers are the employees of the
horse trainers and owners.

The backstretch is more than a place of employment for
many of the individuals employed there. It is a way of
life. A great number of the people who are employed as
grooms, hot-walkers, and general stable help, would
be unable to find employment without the opportuni-
ties available on the backstretch, Many of these individ-
uals live in dormitories located in the backstretch,
Daily preparation and training activities begin betore
sunrise and conclude well after sunset. It is not unusual
for work schedules to be eighteen hours a day, seven
days a week, at a weekly salary of less than $200.%

Most of the jobs which are associated with the race
track are part-time, low-paying, and transitory. The fig-
ures from the Michigan study would indicate that the
breeding industry is not lucrative employment either.
Honesty would be better served by an up-front descrip-
tion of what the jobs are like, what they pay, and what
they will do for the people who hold them.
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Pari-Mutuel Gambling and Criminal Behavior

Pari-mutuel gambling, proponents claim, is a sport-
ing activity with the same problems found in the rest of
society. They argue that criminal activity is no more
prominent in horse racing than in other activities which
attract large numbers of people.

The claim by the gambling industry that organized
crime is no longer attracted to states with legalized
gambling is rejected by the public at large. A 1982 Gal-
lup poll which judged attitudes about gambling indi-
cated that 71 percent of those surveyed believed that
legalized gambling would attract organized crime.*

The problem of organized crime’s involvement in
pari-mutuel gambling is a serious matter. Authoritative
opinion substantiates the claim that this involvement is
real. Numerous forms of this involvement can be identi-
ficd. One of the most serious problems of the racing in-
dustry related to criminal activity is the current state of
medication within the industry.

Authoritative Opinion

Authoritative opinion clearly supports the con-
tention that legalization of gambling—in any form—
provides an opportunity for organized crime’s involve-
ment and stimulates and increases illegal gambling.

Inarecent interview FBI Director William H. Web-
ster answered several questions about the involvement
of organized crime in gambling:

Q. How do you feel about legalized gambling. Is
that a factor in encouraging crime?

A: Well, in my position, I hesitate to take moral
positions on legislative issues. But I pointed out at the
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time that Atlantic City was going into casinos that we
knew of no situation in which legalized gambling was
in place where we did not eventually have organized
crime (emphasis added). Crime doesn't always show
up in the same way. In Atlantic City organized crime
influence is coming through the control of goods and
services. It’s different from the “‘skimming” we’ve
seen in Las Vegas. We're also seeing evidence of cor-
ruption as organized crime tries to reach the gaming
commission through other state officials.

So [ really don't see how one can expect to run legal-
ized gambling anywhere without serious problems—
fraudulent tickets, counterfeit lottery processes.
Anytime organized crime sees an opportunity 1o put a
Jix on something, to get an edge on something, it’ll be
there. And gambling is still the largest source of revenue
Jor organized crime (emphasis added).

Q: More than the drug traffic?

A: More in dollars but not necessarily in profit.
The profit margin in narcotics is very high.

Q: What about government involvement in lot-
teries?

A: Well, the argument is always made that we
should give the poor people a little hope. But the
probabilities of winning on a lottery ticket are so min-
iscule that it has to be called a false hope. The states
really have to think seriously about what they are do-
ing to their own citizens when they push for some-
thing like that.*

Sean McWeeney, chief of the Organized Crime Sec-
tion, Criminal Investigative Division, FBI, gave the fol-
lowing information in an interview conducted in
January, 1984.

“Legalized gambling does not reduce illegal gam-
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bling, but instead increases it. The major problem is
credit. Legal gambling creates new gamblers who
switch over to illegal gambling when their money is ex-
hausted.

*Those who go overboard in their betting are likely to
wind up getting involved with loan sharks. Only then,
when they are unable to pay the exorbitant fees, do they
run into the violent aspect of organized crime.”

Charles Morin, formerly chairman of the Presiden-
tial Commission on the Review of the National Policy
Toward Gambling from 1972-76, said the conclusion of
the Presidential Commission was the incidence of
illegal gambling increased where gambling was le-
gal.*

Janmies E. Ritchie, formerly director of the Presi-
dential Commission on the Review of the National
Policy Toward Gambling from 1972-76, said legal gam-
bling feeds on itself and is a stimulant to illegal gam-
bling.” ’

James B. Adams, director of the Texas Department
of Public Safety, said,

Once pari-mutuel gambling is made legal, an untap-
ped reservoir of non-betting individuals will join the al-
ready existing number of bettors.

Secondly, legal betting cannot compete with illegal
betting because of certain advantages to the illicit bet-
tor. Availability of credit, better odds which are often
available, and obvious tax advantages (bookies do not
report customers’ winnings) combine to make illegal
gambling much more attractive. Legalizing pari-
mutuel betting would lead to a marked increase in ille-
gal gambling activity as the ranks of bettors increase.

The connection between gambling and organized
crime is another factor which we cannot ignore. This
relationship is obvious when you list the states where
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major organized crime families and activities have
located—New York, New Jersey, Pennsylvania, Illi-
nois, Nevada, California, and Louisiana. All of these
states have legalized gambling activities. Legalizing
pari-mutuel betting in this state would provide orga-
nized crime with a substantial profit-making opportu-
nity that would be hard to ignore.*

Austin McGuigan, chief state’s attorney, state of
Connecticut, speaking at a conference in September,
1984, offered the following information.

In many places in the Northeast, organized crime
has quit accepting bets on pari-mutuel racing. So much
race fixing was going on that organized crime became
leery of handling racing action. Organized crime in-
stead is involved in fixing the races, ownership of
tracks and peripheral industries, horse ownership and
other parts of the industry. .

There is no major bookmaking operation in the
United States which operates without organized crime.
Organized crime connections are needed to handle bet-
ting *“‘layoffs" and to insure collection of losses in-
curred by bettors.

Forms of Organized Crime’s Involvement

Statistics on gambling-related crimes are hard to
find. One reason is because of the different kinds of
criminal activity which occur in connection with both
illegal and legal gambling. Different state laws and fed-
eral laws relevant to the subject do not lend themselves
to uniform crime reporting.

However, the following representative information
substantiates the claim that there is a connection be-
tween legalized gambling and organized crime.

Ringers. Paul Berube, an investigator for the Thor-
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oughbred Racing Protective Bureau, testified as early
as 1973 that the extensive activities of shipping “ring-
ers” (fast horses substituted for slow horses) from track
to track was so expensive that it was probably financed
by organized crime.*

Scan McWeeney, in the January, 1984 interview,
stated that organized crime continues to be involved in
fixing races and financing “‘ringers.”

Bookmaking. The most obvious and unquestioned
involvement of organized crime is in illegal off-track
bookmaking. This activity is associated with organized
crime’s loansharking activity in squeezing people who
get hooked.

The Senate Permanent Subcommittee on Investiga-
tions held extensive hearings about the involvement of
organized crime in Florida. The amount of money bet
illegally with organized crime’s bookies at the track of-
ten exceeded the amount legally wagered at the betting
windows. The undercover agents estimated that on-
track, illegal bookmaking was a multi-million-dollar
operation in Florida alone. Investigators in Florida tes-
tified that on-track bookmaking was new to them, even
though they were veteran law enforcement officers.
Only continual surveillance enabled them to determine
the on-track operation of illegal bookmaking which ca-
tered to high rollers and operated on credit. These
bookies were then able to lay off bets by using the pari-
mutuel windows. The bookies were individuals with
ties to known organized crime figures.”

On-track bookies have recently been reported by
horsemen as operating openly at tracks in the Detroit,
Michigan, area, where an investigation was begun in
late spring of 1984 by state and federal officials.*
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Computer Fraud. The Florida grand jury which in-
vestigated organized crime’s influence in gambling also
found evidence that the totalizator, the computer which
totals the bets and fixes the odds on races, was being
used to allow skimming of the money wagered.®

McGuigan of Connecticut has also indicated that var-
ious forms of computer fraud have been common in that
region.

Messenger Services. The lllinois Legislative Inves-
tigative Commission discovered that messenger ser-
vices for betting at tracks were being used to run illegal
bookmaking operations and that many owners and oper-
ators of these messenger services had links with orga-
nized crime.™

Drug Use and Race Fixing. In states such as Illinois,
Louisiana, and Nebraska, law enforcement officers
have found extensive use of drugs among persons who
work at racetracks. Investigators were very aware that
persons involved with drugs could fix races and affect
race safety.*

Herbert Tyner, Detroit track owner, conceded that
races probably had been fixed at his track, but added:
*“Anybody would be naive if they believe that it does not
happen, but it happens everywhere [in the country].”®

Clerks. An investigation by New Orleans District
Attorney Harry Connick indicated that, in spite of sup-
posedly tight regulations in the licensing of mutuel
clerks, ninety of approximately three hundred applica-
tions reviewed involved people who had falsified their
applications to cover gambling-related arrests and con-
victions. Ten clerks were licensed in spite of the fact that
their applications contained information that they had
been arrested for bookmaking.®
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Medication Problems and Race Fixing

One reason for the continued concern about the fix-
ing of races is the current status of medication regu-
lation and enforcement. There is no industry-wide
medication standard which is accepted and practiced.
Medication rules vary from state to state, and efforts to
establish national standards through federal legislation
have failed. Also, the regulation within the state of the
medication standards allowed there is subject to the lim-
itations of budgets which make regulation highly tenta-
tive.

Joseph Kellman, former Illinois Racing Board mem-
ber, resigned because he “felt dishonest in pretending
to regulate racing in Illinois when there is no way of do-
ing so on our budget.” He observed that the current sta-
tus of the industry—90 percent of owners losing money,
84 percent of jockeys in New York earning less than a
living wage, trainers failing to make a living—demands
the maximum security within the racing industry. He
saw no likelihood of that occurring.?

Andrew Beyer, racing eolumnist for the Washington
Post, explained to the racing industry why there is pub-
lic concern, even among fans, over medication rules.
He laid much of the blame on the veterinarians.

When racing commissions in Maryland and other
states were debating the legalization of Lasix, veteri-
narians appeared as expert witnesses, They were so
determined to win approval of the drug that their testi-
mony was not completely candid.

They assured commissions that Lasix wouldn't af-
fectahorse's form, when every bettor knew otherwise.
They didn't insist that a Lasix program had to be ac-
companied by adequate safeguards—a detention barn,
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a top testing laboratory—or it could be used to hide the
presence of illegal drugs in a horse’s system.

One well-informed vet said there is a typical route
for narcotics to reach the track. They are usually devel-
oped by European chemical companies; they are used
first at quarter-horse tracks where, in the common
view, anything goes. If they are effective, they wind up
in thoroughbred racing.*

The current lack of medication uniformity and en-
forcement leaves wide open the possibility of fixing
races. Since in most jurisdictions, only the top three fin-
ishers have blood samples collected, and since not all of
the samples are processed, the easiest way to fix a race
is to drug a favored horse to insure that the horse fin-
ishes out of the money.

Testimony offered by Robert O, Baker, Field Investi-
gator of the Humane Society of the United States, de-
scribes both Lasix and Butazolodin as medications
which unquestionably having a “masking” effect that
makes difficult the detection of drugs banned from use
in horse racing. The testimony of Theodore A. Coch-
ran, racing chemist from New Mexico, described the
futility in most states of attempting to regulate drug test-
ing to assure the integrity of racing.” Such a situation is
an open invitation not only to trainers who are unethical
butalso to organized crime figures who search for ways
to fix races.

Pari-Mutuel Gambling and
Socioeconomic Concerns

Two major socioeconomic concerns exist about any
form of legalized gambling, including pari-mutuel
gambling. They are the regressive nature of revenues
derived for the state and the resultant increase in the
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number of problem gamblers. Although I will treat
compulsive gambling more fully in a separate chapter, I
wunt to make a few observations here.

The pari-mutuel industry, like other gambling, preys
upon the weaker and more susceptible members of soci-
cty. Legalized gambling as a means of taxation is gener-
ally regressive. Pari-mutuel gambling on horse racing,
while not as regressive as state lotteries, is clearly re-
gressive.

Perhaps the most thorough study of gambling ever
undertaken was that of the Presidential Commission on
the Review of the National Policy Toward Gambling.

The Commission Report clearly identifies pari-
mutuel gambling as regressive:

+ . Families earning under $5,000 a year spend a
higher percentage of their income on horseracing than
those earning more money.

The cost of gambling to any group is not the amount
wagered, but the net loss to the player—that is, the
amount taken out and retained by the operator. Another
way of measuring regressivity, then, is to compare the
takeout as a percentage of income. The figures show
that, as a source of revenue for the government, on-
track horserace betting, like most other forms of gam-
bling, constitutes a regressive form of taxation.™

This demonstrates that pari-mutuel gambling on
horse racing is regressive, contrary to its image of being
“‘the sport of kings.” The percent of annual income wa-
gered at the tracks by individuals with incomes under
five thousand dollars was almost triple that of those
with incomes over thirty thousand dollars.”

But the most startling statistic was the dramatic in-
crease in percent of income wagered at off-track betting
facilities. Betting at off-track betting facilities, which
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were more accessible to poor people than were the ac-
tual tracks, was almost four times as high as with any
other legal form of gambling for individuals with in-
comes under ten thousand dollars.™

One aspect of the report which puzzled me for awhile
was the relatively small spending by low-income indi-
viduals with illegal bookies. Percent of income wagered
at off-track betting facilities was almost thirty times as
high as with illegal bookies.™ The report likewise re-
flected much greater participation by low-income indi-
viduals in the legal lottery than in the illegal numbers
games. The extent to which this pattern of greater par-
ticipation continues at the present time is a matter of un-
certainty.

Austin McGuigan of Connecticut helped me under-
stand why the regressivity of off-track betting was much
higher than with illegal bookies. He pointed out the re-
luctance, and even unwillingness, of many illegal gam-
bling operators to handle the betting of low-income
families or individuals. Since they operate within the
community and have to deal with the consequences of
their actions within the community, illegal operators
are actually more careful about who they handle bets for
than are the legal operators. He has related the story of
one illegal operator who complained about legal opera-
tors who **had no principles” about selling tickets and
taking bets from people who were destitute.

These conclusions from the Presidential Commis-
sion are quite clear. They are further substantiated by
analysis carried out by Daniel Suits, economics profes-
sor at Michigan State University.”

Poor people spend a greater proportion of their in-
come on pari-mutuel gambling than middle-income and
upper-income individuals. There is evidence that this is
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even more pronounced in geographical regions with
high unemployment and poverty.”

Many tracks in the U.S. and Canada are reporting
dismal attendance due to the recession. But tracks in
industrial areas hardest hit by the economic slowdown
are generally holding their own or showing big atten-
dance gains.

Unemployment appears to be the main reason for the
higher attendance. Being out of work seems to spur
some people to take big risks despite their precarious
financial condition.

This same phenomenon has even been reported
within the pari-mutuel community itself. The publicity
director at one state track suggested that an improved
cconomy might have hurt attendance. People who have
been laid off from work have free afternoons to attend
the races and gamble, but when they are on the job,
many cannot get to the track.™

A similar phenomenon has been reported in Green
County, Alabama, in connection with the dog track
there.

A good portion of the county’s newfound millions is
being paid out by those whom the money is intended to
benefit—the poor and the jobless who are gambling
away welfure and unemployment checks in hopes of
striking it rich overnight,”

Although the data on regressivity regarding pari-
mutuel gambling is not as thorough as with lottery and
casino gambling, available information points candidly
in the direction of regressivity.

The pari-mutuel industry is doing its share to try to
recruit younger bettors. Evidence shows teenagers goto
the tracks in New York, place bets, and buy alcoholic
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beverages.”™ In New Jersey, special comic books and
other youth-oriented materials were prepared by the
racing industry to teach youth how to read wagering
charts and to present the pari-mutuel industry in its
most appealing light.” A study on ways to improve the
economic status of the racing industry in New Jersey
suggested that schoolchildren be bused to the tracks
during the daytime to watch the horses work out. The
same study recommended greater emphasis upon Sun-
day racing as a time for family recreation, which means
bringing the children to the track.®

With these kinds of efforts at attracting younger bet-
tors, can we reasonably be expected to believe that pari-
mutuel gambling will not be a significant contributor to
growth in the number of compulsive and problem gam-
blers in our society?

If 72 percent of the New Jersey High School students
have gambled in casinos, with all of the attempts at reg-
ulation and control, how can we seriously contend that
pari-mutuel gambling, with its inevitable collection of
illegal bookies, can be conducted to assure that teen-
agers, and even children, do not respond to the greater
availability of legal and illegal gambling? We can't.

The pari-mutuel industry insists that its product is
not a major contributor to the problem of compulsive
gambling. It should be noted, however, that neither the
casino industry nor the lottery industry regards its prod-
uct as the primary cause of growth in compulsive gam-
bling either.

Conclusion

The thoroughbred racing and breeding industry does
not appear to be the economic salvation of states looking
for new revenue and economic development, It is easy
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to [ind ample evidence of an industry in trouble, one in
which few racers and breeders are prospering.

The industry with its impact studies does not answer
a fundamental question. If tracks, racers, and breeders
are losing money, how can the industry have a sus-
tuined, substantial economic benefit to the state? The
impact studies I have examined have looked only at the
“expenditure” side. There has been no reasonable dis-
closure of the economic viability of the industry. It cer-
tainly would appear that, barring a higher degree of
profitability on the part of all segments of the industry,
the talk about an “economic impact” is a mirage con-
cocted in the hopes of a bailout.
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awmakers stir

ras

, spicy plans

or an lowa lottery

By DAVID WESTPHAL
Register Staff Writer

Leaders of the Iowa Legislature
have concluded that their recipe for a
state lottery, twice rejected by Gov.
Terry Branstad as too pungent for
Towans’ tastes, needs to be spicier yet.

In fact, Democratic leaders Lowell
Junkins and Don Avenson now say Re-
publican Branstad did Towa a favor by
vetoing the two bills because they nev-
er would have worked. The reason,
they say, is that the lottery would have
been too bland to compete with the $1
billion-a-year lottery bonanza in Illi-
nois.

So Junkins and Avenson are adding
some pizazz to last year's lottery bill.
They’re rewriting the legislation to
allow quick introduction of the bag-
of-riches Lotto game, to fatten the ad-
vertising budget and to extend the lot-

“tery’s guaranteed life from three to
five years. . '

The result, they hope, will be a
souped-up money machine that will
oroduce $50 million a year in profits

or the state. They also acknowledge
that it will have a brashness and flash
that will surprise even lottery sup-
porters.

“I'm sure most people don’t realize
that this is something that will have to

be very highly promoted,” says Jun-
kins, the Senate majority leader from
Montrose. “But you better get out and
tell it like it is right now. We're going
to have to compete with Illinois. If we
can't do that, people will still go there
to buy their tickets and we might as
well not even have it.”

Avenson, the Iowa House speaker
from Oelwein, estimates that Iowans
are spending $30 million to §40 million
a year on the Illinois lottery and will
continue to do so unless lowa comes
up with something to compete with the
multimillion-dollar pots offered
across the Mississippi River.
Flexibility Needed

“We've learned a lot in the last
year,” said Avenson. “If the governor
had signed the 1934 lottery bill, he
would have signed a very limited lot-

tery. We need much more flexibility in

the games allowed and the advertis-
ing.”

The move by Junkins and Avenson
to a_more aggressive lottery is espe-
cially significant this year because

‘Branstad has indicated he has cast hig

LOTTERY
Please turn to Page 54

~

nes Sunday Register

¥i Des Moines, Iowa M November 25, 1984

Offigials study
Arizona lottery
to avoid losses
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last lottery veto. “It appears that the
vast majority of people want it, and I
don’t intend to stand in the way,”
Branstad said last week. Although
Branstad has not said directly that he
will sign a lottery bill next legislative
session, most leaders accept it as a
given.

In fact, the Democrats already have
a plan for spending the $250 million in
lottery profits they predict over the
next five years. All of it would go for
one-time expenditures designed to
spur economic development, from
building a world trade center in Des
Moines to investing $39 million for ag-
ricultural research.

Some Republicans are catching the
scent of politics in all this, fearing the
Democrats may try to pass a bill de-

- signed only to force a third veto from

Branstad.

“It does make me a little nervous to
hear about some of these changes,”
said House Minority Leader Delwyn
Stromer (Rep., Garner).

Heavy Marketing

Nevertheless, he and Branstad ac-
knowledge that if Jowa starts a lot-
tery, it will' hdve to be promoted
heavily. “I think the legislators are
starting to recognize the pitfalls I've

pointed out,” said Branstad. “The pro-
ponents say you have to advertise the
tar out of it. In Illinois, revenues were
very low until they started really mar-
keting.”

The recent experiences of two of the
nation’s newest lottery states, Colora-
do and Arizona, point to one other pit-
fall. Lottery profits in Colorado, $80
million the first year, are likely to
drop to $40 million this year. And in
Arizona, the state’s share is expected
to fall below $20 million in its third
year of operation.

- Lottery officials in both states point
to the same cause for the unusually
sharp profit decline: They’ve had diffi-
culty supplementing their rub-off
ticket games with Lotto, the hottest
game in the lottery industry. (The usu-
al course for a new lottery state is to
start with an instant-ticket lottery,
then add a Lotto game after a year or
two. Weekly Lotto games now account
for about one-third of all U. S. ticket
sales and have made millionaires of

“hundreds of ticket buyers.)

Those states’ troubles suggest that
unless Iowa is willing to move quickly
to the Lotto game, it has little chance
of reaching the Democrats’ goal of a
$50 million-a-year profit. That's why
Avenson and Junkins want to give the
lottery commission sufficient authori-
ty to make that decision without polit-
ical interference.

Out of Reach

But looking at the same two states,
Arizona and Colorado, some legisla-
tors see evidence that $50 million a
year is substantially out of Iowa’s
reach. First, residents of both states
have incomes well above those of
Iowans. Second, while Arizona’s popu-
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lation is slightly smaller than Iowa’s
2.9 million, Colorado has 3 million res-
idents plus an enormous tourist indus-
try.

Finally, the Arizona and Colorado
lotteries operate virtually without
competition, a luxury Iowa will not
have.

. Junkins acknowledged that he’s
concerned about how well an Iowa lot-
tery can compete against the one in I1-
linois, which last year produced prof-
its of $377 million. ““A lot of money
will continue to go across the river,”
he said. “We're not going to match
those big pots they have over there.”

Nevertheless, he and Avenson say
Iowa must try to compete in the lot-
tery business if for no other reason
than to stop the exodus of dollars. That
flow soon may be headed south, as
well as east, for voters in Missouri
earlier this month amended their state
constitution to allow a state lottery.
Some gaming experts predict the
number of lottery states, now at 17,
will double by the end of the decade.

“It’s almost a defensive reaction on
our part,” said Junkins. “We’re losing
that money now and it's going to get
worse. So we’ve got to compete.”

Arizona Lessons

Legislative workers have been
studying lotteries in other states to
identify the special ingredients that
last year produced $2.4 billion in prof-
its nationwide. In Arizona, they can
see a good example of how not to
launch a lottery.

“We started before we were ready,”
said lottery spokesman Al France of
the Arizona start-up in July 1981. De-
spite massive distribution problems,
the Arizona lottery sold $114 million
worth of tickets that first year, far
beyond expectations.

. But as sales of the instant rub-off
tickets fell to $75 million, the lottery

hit even bigger problems. Three un-
successful bidders for Arizona’s Lotto
game business sued the state, claim-
ing violation of the open meetings law.

It took more than a year to reach an,

out-of-court settlement and, in the
meantime, revenue continued to fall.

The state tinally began its Lotto
game last month and sales finally are
beginning to pick up. ‘‘We've lost
millions and millions of dollars over
this,” said France. “You can’t wait
three years like we did to start the
Lotto game.”

The Colorado lottery began with an
even bigger bang in January 1983. In
the first five months, Coloradoans
broke national sales records by buying
nearly $135 million worth of instant
rub-off tickets, more than had been es-
timated for the entire year.

Drop in Sales

But this year, instant ticket sales
have dropped by about half and, like

- Arizona, lottery officials in Colorado

have been unable to start a Lotto
game to halt the decline. The problem
there, though, is in the legislature, not
the courts. Democrats last year suc-
ceeded in blocking an appropriation
needed to get Lotto operating in Colo-
rado. . ,
(Lotto requires a statewide network
of computer terminals that tracks all
ticket purchases. Because the game is
computerized, tickets may be pur-
chased within minutes of the weekly
drawing. No computer system is
needed for the instant tickets, which
resemble the rub-off game cards used
by fast-food restaurants and in other
promotional games.).

“It’s up to the politicians what they
want to do,” says Bill Russell, market-
ing director for the Colorado lottery.
“If they don’t fund Lotto, we’ll do the
best we can do.”

But Russell has given Colorado leg-
islators data showing that lottery
profits from the instant game will
continue to drop — probably below
$30 million within two years — if they
refuse to allow the second game. That
even takes into account a new wrinkle

added this fall: a weekly drawing for a -

$1 million grand prize. After seven
weeks, however, no one has won.

$60 Million Profits
By comparison, Colorado officials

project that a combination of Lotto
and the instant ticket game likely

3

woula produce profits of nearly $60
million within three years. (In most
states, lottery profits are about 40 per-
cent of revenues).

A political fight like this is exactly
what Avenson and Junkins say they
want to avoid in Jowa. Their plan: To
give the lottery commission enough
power to choose its own games, inde-
pendent of legislative action.

They also want to pad the advertis-
ing budget. Last year’s bill limited lot-
tery advertising to 4 percent of total

revenues, and Junkins says that’s too.

low.

Finally, the Democratic leaders are
discussing the possibility of striking
the ban on video lottery contained in
last year’s bill. Video lottery ma-
chines, a cross between Pac-Man-type
video games and slot machines, were
introduced last year in Nebraska and
now are being tested in Illinois.

Some experts say the potential for
profits is enormous. Officials in Belle-
vue, Neb., for example, say they could
virtually eliminate city property
taxes with their video earnings.
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Committee moves to ease limits
on budget for lottery advertising

By JANE NORMAN
Register Staft Writer

Iowa lottery officials moved one

step closer to winning an advertising
"bonanza Monday when a key legisla-
tive committee agreed to loosen the
purse strings that were carefully tied
around the state game’s advertising
budget last year.

On a 13-6 vote, the Iowa House Eco-
nomic Development Committee ap-
proved legislation that would scratch
off all advertising limits for the first
six months of Iowa’s new lotto game
and also remove from state control
any matching ventures in which the
Iowa lottery jointly sponsors promo-
tions with local retailers.

As it is now, the state says officials
may not spend more than 4 percent of
lottery revenue to advertise the Iowa
lottery. Under the proposal requested
Jast week by lottery director Ed Sta-
nek the first six months of lotto adver-
tising and all jointly sponsored ads

would be exempt from that limit.
The advertising question sparked
debate among committee members.

“One of the things done in order to
pass the bill was to enact a 4 percent
limit,” said Representative Wayne
Bennett (Rep., Galva), who opposed
the change.

Representative Ed Parker (Dem.,
Mingo) contended, however, that the
objective of the lottery is to provide
money for economic development. “In
order to make the lottery successful
and bring in more revenue they need
promotional dollars,” said Parker.

Representative Richard Varn

(Dem., Solon) wanted an upper limit
of 8 percent on the lotto advertising
budget for the first six months. “If the
lottery commission can’t design a de-
cent ad program for $3 million in this
state, somebody ought to take a look at
their program,” he said.

Parker said the 4 percent was an
“arbitrary limit, a political limit” de-
signed to get the bill through the Leg-
islature. “To be honest I don’t care if
they spend 80 percent, as long as they
go back to 4 percent” after six months,
he said.

Stanek told committee members
that lotto, a game in which players
pick a group of numbers, has been a
slow starter in other states and would
need advertising to help it along.

Other measures in the bill would
allow the lottery to:

® Make retail sales of lottery
tickets directly to the public at state
lottery offices, instead of just whole-
saling tickets to Iowa businesses. '

© Authorize retailers to accept per-
sonal checks or money-machine trans-
fers as payment for lottery tickets.

® Allow lottery tickets to be used as
prizes it raffles or at bingo games.

" ® Use unmarked cars with unmark-
ed license plates for security pur-
poses. .

® Permit the lottery to enter into
special agreements with merchants
for promotion of special lottery games
in which the business may provide ad-
ditional prizes to be awarded by the
lottery.

® Exclude lottery tickets from locai
option sales or service taxes.
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Studies estimate women comprise
a third of compulsive gamblers

New York Times

New York, N.Y.

About a third of the nation’s 12 mil-
lion compulsive gamblers are wom-
en, according to Arnold Wexler, vice
president of the National Council on
Compulsive Gambling. Studies pub-
lished recently indicate that by the
year 2000, women may account for
half of the Americans with the afflic-
tion.

The studies were published by Dr.
Robert Custer, a Veterans Adminis-
tration psychiatrist and the founder
of the National Foundation for the
Study and Treatment of Pathological
‘Gambling, a research and treatment

center in Baltimore.

Custer said 600 male and female
gamblers were studied over 13 years
and the results were published in his
recent book, “When Luck Runs Out.”

Although only 1 percent of those
seeking treatment and joining Gam-
blers Anonymous five years ago
were women, Wexler said, the pro-
portion has risen to 20 percent now.

“We used to see nothing but middle-
aged, -middieclass white business-
men,” said Valerie Lorenz, a psy-
chologist at the foundation in Balti-
more. “But the compulsive gambler
no longer fits into a nice, neat cate-
gory. Since the lotteries started, we
are seeing more women, blacks and
teen-agers. Now gambling is truly
democratic.”

Lorenz said women with gambling
problems were from all social class-
es, vocations and age groups.

One member of Gamblers Anony-
mous, Joy, can still remember when,
as a young woman in New Orleans,
she lost entire paychecks.

“] was working 40 hours a week and
making $35 after taxes,” said Joy, 47
years old and now a resident of Con-
necticut. “I was gambling once a
week, and when I lost my entire
paycheck I would take a streetcar or
bus instead of a taxi. I would buy one
chicken and cut it up into four parts
or eat hot dogs for the week.”

What started as a social pastime
soon turned into a 30-year compul-
sion that cost Joy thousands of dol-
lars.

Experts cited several reasons for the
surge in the proportion of gamblers
who are women, including greater
accessibility of gambling, the chang-

ing social role of women and the
increasing availability of credit.

“There has been a change in the
amount of risk-taking by women,”
said Carol Nagy Jackline, a profes-
sor of psychology at the University
of Southern California and chairman
of the Program for Study of Women
and Men. “It has to do with having
higher status.”

While gambling is very visible na-
tionwide .— in casinos, off-track bet-
ting parlors and lottery games —
compulsive gambling is dubbed the
invisible disease. -

“You are a junkie, but there are no
signs,” said Carol, another member
of Gamblers Anonymous, who lost
more than $200,000, her business
and her children’s trust funds at At-
lantic City casinos. “With an alcehol-
ic you can tell, but with gambling
there are no telltale signs. When my
straight friends found out, they
couldn’t believe it. I am a rational
person when it comes to money, but
when I walked into the casinos mon-
ey didn’t mean anything. It was the
thrill of playing.”

Many gamblers cite the excitement

of making a bet, not the potential
windfall, as their driving force. “The
feeling that comes with gambling is
better than love, sex, your husband
and children,” Joy said.

In 1980, the American Psychiatric
Association designated compulsive
gambling a psychiatric disorder. The
group defines a compulsive gambler
as one who is “chronically and pro-
gressively unable to resist impulses
to gamble” and for whom “gambling
compromises, disrupts or damages
family, vocation and personal pur-
suits.”




C.R.group

bows out on
horse track

By BOB SHAW
Repister Staff Writer
Plans for a $30 million Cedar Rap-
ids horse track are dead, its support-
ers announced Tuesday as they turned
in their pari-mutuel license to a sur-
prised State Racing Commission.
What was called the track’s last
chance for raising the money — a lo-

cal referendum to issue bonds — was |

rejected by the Cedar Rapids Horse
Racing Association, according to
spokesman Von Elbert. :

“1 regret this is the answer I have
today,” said Elbert, who has been try-
ing to raise money since the license
was granted last July. “But I don’t
want Cedar Rapids to be the reason
why a track was not built in Iowa.”

Elbert said it wouldn't be fair to ask
Cedar Rapids taxpayers to support the
track, because the entire state would
benefit from the new thoroughbred
racing industry.

The announcement caught almost
everyone off guard. “I am shocked,”
said Ken Grandquist, who has been
trying since July 1984 to raise money
for what is now a $52 million track in
Altoona. /

The elimination of a competing
track may make Grandquist’s money-
raising easier, but it also puts pressure
on him. ’

For more than a year now, Grand-
quist’s group has announced periodi-
cally that it was on the verge of get-
ting financing. So Tuesday, when a
lawyer for Grandquist said, “We have

some excellent prospects” for getting °

financing, the reaction of racing com-
missioner Steve Sovern was swift.

“I don’t hear a thing I didn’t hear
nine months ago,” he said. “We have to

fish or cut bait. We have heard nothing |

@he Des Moines _

here indicating that anything has
changed. The time is today. Now is not
the time to say, ‘We hope to get it
done.’” oo

Grandgquist asked the commission
for more time. “I apologize for not
getting it done,” he said. “I am not
ready to throw in the towel.”

The commission still found itself in
the position of either relying on
Grandquist’s plans for a horse track or
having none at all.

“What do we know about alterna-
tives? We have to invite people to
make innovative suggestions,” said
Sovern. The prospect of starting

TRACK
Please turn to Page 8A

No'-interest
loans suggested

for race track

Continued from Page One

pari-mutuel racing at the state fair-
grounds is the alternative most fre-
quently mentioned, but no developers
have emerged with a proposal for that
or any other plan, officials said.

With the death of one proposed
horse track, and the continued delay of
another, officials mulled new options
for getting a track built.

Cedar Rapids mayor Don Canney
and Elbert both said they think no
horse track can be built in the state
without some form of public money or
a change in the state law.

“If we are really intent on creating
a new industry, one that would pay for
itself, one that would bolster the econ-
omy, then let’s just take a look at the
thing,” said Canney. ,

He suggested no-interest loans from
the state to developers, or a way to en-
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sure higher profits in a track’s earlier |
years. “We are creating a new indus-
try for the entire state, an alternative
crop - horses,” said Canney.

“1 don’t see this investment as being
much different than farm-to-market
roads,” said Elbert. In each case, he
said, the public good was served with
public money. “The state would beina
win-win situation.”

But Grandquist said the time is not
yet right to re-think the pari-mutuel
law, or to get the state financially in-
volved. “We have a good law,” said
Grandquist. :

The Cedar Rapids track proposal
faced an uphill fight from the time it
was licensed last July. “There’s plenty
of money out there. It’s a matter of
who will guarantee that debt,” said
Elbert. Investors could be found, but
they demanded guarantees that the
track would remain open — the same
demands that have proved a headache
for Grandquist.

Last year, the commission adopted
a policy banning competing grey-
hound tracks within a 100-mile radius
of the Altoona track site. The Cedar
Rapids track would have been sur-
rounded by tracks in Waterloo, Du-
buque and Moline, I11.

The plan was dealt a devastating
blow last fall when it lost its site near
the Cedar Rapids airport. Last week,
Elbert said that the last resort was a
public referendum for bonds — the
method used to finance the Dubuque
greyhound track. .

Canney said the city never gave se-
rious thought to the referendum. “I
can't even speculate if it would have
passed or not,” said Canney.

When that option was rejected
Monday, it was the end of alternatives,
said Elbert. T

“We felt it was not fair to ask Cedar
Rapids, which represents 4 percent of
the state’s population, to act as an an- |
chor” for the statewide industry,
Elbert said. ,

“But if [Grandquist’s group] can do }

* it, we should get out of the way and
. give them a chance,” said Canney.




KANSAS DAY! 1986 Richard Taylor
Hearing on HCR 5024, Parimutuel gambling Kansans For Life At Its Best!
House Federal & State Affairs Committee

This is KANSAS DAY! On January 29, 125 years ago today, President James
Buchanan signed the Act that admitted Kansas into the Union as a free state.
Our struggle to be added to the stars in 01d Glory was difficult. We are
the only state to enter the Union under the doctrine of "Popular Sovernity."
Abraham Lincoln was out of politics when the Kansas-Nebraska Act was passed
permitting new states to vote on the issue of slavery. He said that roused
him 1ike he had never been roused before because slavery was not a proper
issue to be put to a vote of the people. The struggle in Kansas brought
Lincoln back into politics and took him to the White House.

After years of bloodshed and terrorism, Kansas adopted the free-state
Wyandotte Constitution. On April 11, 1860, the U. S. House of Representa-
tives passed a bill admitting Kansas into the Union, but the Senate would
not approve the measure. Not until Jefferson Davis and other southern sen-
ators pulled out of the Senate in 1861 did Kansas gain admission.

Many died to win free-statehood for this far frontier called Kansas and
seven have died to win the far frontier called space. To the stars through
difficulties is the story of Kansas and is .the story of what happened yes-
terday high in our eastern sky.

Yesterday the proponents of commercial race track gambling gave you plenty
of reasons for refusing to approve this proposed constitutional change. I
remember February 19, 1981, when Chairman Reilly of the Senate Federal and
State Affairs Committee called on KBI Director Thomas E. Kelly to testify
before the committee as a proponent of parimutuel gambling. When Mr. Kelly
finished, Chairman Reilly said he would have to deduct the Director's time
from that allotted to the opponents. I was ready to give Mr. Kelly all our
time. He presented a detailed report of law enforcement problems in all
states with parimutuel, including Nebraska. The Wichita Eagle-Beacon car-
ried this story. I asked Mr. Kelly why he was called as a proponent. His
response, "Probably because I raise horses."

THE WICHITA EAGLE-BEACON  Friday, February 20, 1981
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The proponents yesterday proved revenue for the state is not the issue.
Oklahoma voters were deceived into voting YES on the promise that 6% of all
money wagered would go to the state. That is now 2%. Missouri and Iowa were
also promised more than the parimutuel gamblers can deliver. If you ask
people in Kansas why they support parimutuel, they will tell you it is to
reduce their taxes.

Gambling tracks in Nebraska are built and paid for. They have been pro-
moted and operated for years. Yet a news story indicates the tax at Ak-Sar-
Ben must be reduced from 5 to 3 percent, with an exemption for the first $7
million, or the track will die. Ak-Sar-Ben is Nebraska spelled backwards.
Parimutuel gambling is economic development spelled backwards too!

Gambling promoters are masters of deceit. Not only have they deceived
Kansans into believing parimutuel would relieve their tax burden, they have
deceived themselves into thinking it will bring them riches.

The second issue of the wonderful KANSAS! magazine for 1985 carried pictures
and a story on Eureka Downs. Horse racing is legal in all of Kansas for
those who enjoy the sport. It describes the wonderful family atmosphere
where admission prices permit an afternoon of entertainment for a few dol-
lars. "And all the purse money will be contributed by the horsemen, Tike

it is now," reported Lynn Braden in describing a potential million dollar
purse at Eureka Downs.

The article went on to say, "Eureka has had no trouble finding the horses
and owners willing to part with at least hundreds of dollars" for entry
fees. Without commercial gambling, Kansas tracks are doing OK!

I am told the large organization of Kansas quarterhorse owners does not
support parimutuel gambling. So why are some promoting parimutuel? Maybe
a statement in KANSAS! sheds some 1ight. "Ron Hall, one of Eureka's lead-
ing horse trainers, claims that for most owners, after expenses, racing
horses is a losing proposition."

Gambling promoters have deceived themselves into thinking parimutuel will
bring them riches. 1In 1980, Nebraska parimutuel promoters paid some

$100,000 to Dr. William Killingsworth for his company to study the Nebraska
tracks and come up with recommendations to help that "industry with a trou-
bled future.” In his thick report, he told Nebraska gambling promoters

that horsemen won $8 million dollars in purses at Nebraska tracks during

1979 but "it was costing them $15 million just to keep their horses in train-
ing, a net loss of more than six million dollars." A news story in the
Topeka Capital-Jdournal on January 18, 1981, said, "Purses in Nebraska are
now accounting for just a bit more than half of what it is costing the horse-
men to keep their steeds running, so most of them are Tosing money. The bet-
tors are, no doubt, voicing the same lament."

The Kansas Livestock and Farm Bureau lobbyists did not appear yesterday to
promote race track gambling. I hope this was because they love animals more
then they love gambling dollars.



He respon-
NO
NO

YES

YES
(They do not vote to submit

NO

I appreciate the opportunity to present my
YES

Kansas?

ing in

a change to the people, they vote to approve the change.)
Do you want the legislature to vote NO on a constitutional change which would
permit parimutuel wager

with Tegal commercial gambling at Kansas race tracks?
them to consider parimutuel wagering on its merits?

legislature to vote YES on a proposed constitutional change which would permit pari-

Persons who want to get rich from non-profit gambling race tracks in Kansas want the
mutuel wagering.

Persons who don't want to spend time, energy, and money to defeat at the polls what

concerned lawmakers can easily defeat in Topeka want the legislature to vote NO.

h_f;

7. Speak publically of the personal, social, and economic problems which will come
8. Remind lawmakers that loyality to their oath to uphold our Constitution requires

dated September 9, saying, "Please find enclosed my responses to your ques-

tionnaire of September 7, 1982.

Before the General Election of 1982, Governor Carlin wrote a letter to me
views to your membership."

Here is the exact wording of what was presented to the Governor.

ded YES to all three questions.
Over WIBW TV on March 5, 1983, Attorney General Bob Stephan said,
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FIf elected Governor, will you
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Gambling promoters claim the issue is "let the people vote." But they tell
you Missouri is having problems building a track because the people have the
right to vote every 4 years and decide if they will keep or get rid of the
track. Proponents of parimutuel beljeve you should allow the people to vote
a track in but you should not allow the people to vote a track out.

Parimutuel promoters yesterday said you can not trust the people to vote on
a proper take-out tax rate. They believe only Tawmakers have the wisdom to
vote on that issue.

There was a third contradiction yesterday when the Kansas Chamber of Commerce
and Industry supported a vote of the people on parimutuel yet they are against
voter referendums.

A fourth double standard on the right of people to vote is in a Capital-Jdour-

nal headline of January 25, 1985, BILL WOULD DODGE JAIL BOND VOTE with a story
on Tegislation to help Shawnee County issue $20 million in jail bonds without

a public vote because Democrats on the County Commission said there was little
doubt a referendum on the bond issue would fail.

But the right to vote is not the issue. The Kansas Supreme Court settled that
when it said, "it is the right of every elector to vote on amendments to our
Constitution in accordance with its provisions." Those provisions are con-
tained in Article 14. (Words in CAPS are from the Constitution)

1. PROPOSITIONS FOR THE AMENDMENT OF THIS CONSTITUTION MAY BE MADE BY CON-
CURRENT RESOLUTION. HCR 5024 is "A Proposition to amend the constitution. .
HCR 5024 does not claim to be a proposition to allow the people to vote on race
track gambling. That is not stated anywhere.

i

2. If the LEGISLATURE. . . SHALL APPROVE SUCH RESOLUTION which is "A Propo-
sition to amend the constitution,”

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

Law Professor Slover explained it exactly this way to your committee in past
years. The Kansas Supreme Court has explained it exactly this way. Governor
Carlin and Governor Bennett have affirmed this explanation.

Today is KANSAS DAY. Our founding fathers knew that commercial gambling was
a rotting influence on society. They wanted to keep it out of Kansas so our
original Wyandotte Constitution rejected it forever! Kansas is great because
a majority of people believe in getting money the old fashioned way - you
earn it. Parimutuel promoters want your approval to change that.

The parimutuel logo carries a beautiful horse with the words LET US VOTE! 1
have always been in favor of letting the horses vote on parimutuel. This
morning my wife said she asked the four horses out by our barn how they would
vote. A1l four responded NAY!



3v. ement by Charles lMarling, 3 Peppertree Lane, Topeka, Xansas.

I am a retired retall furniture merchant. During my business life I
spent much time and money supporting economic development for Topeka.
But pari mutual 1s not economic or industrial development. Fari mutual
i1s based on half the participants losing. In true economic develoovment
the intent 1s benefit to the entire community.

I want totell . you how it is to live and work in a community with a
race track and pari mutual betting. I can tell you this first hand be-
cause I was iIn the army, stationed at Army and Navy General Hospital

at Hot Springs, Arkansas from larch 1943 to October 1945. I was
commanding officerof the enlisted men stationed there. .

First of all, during the race season which lasts two or three months,
perhaps longer now, a very different feeling pervades the community.
Nearly all eyes are on the race track. It is virtually impossible

to lgnore the race track activities and local folks really get caught
up in it. You know how it is when world series games or Big Zight
football or basketball games are on. Well imagine that every weekday
Tfor months. In a race track town many workers start talking about
the races Jjust about as soon a tg%g et to work in the morning, so
others in the office or plant/ige 1n§§lved or distracted. There's
talk of yesterday's results, winnings and losses. Then talk about
today's horses, Jockeys, odds, etcetera. Then about who 1s going to
work that afternoon and who is going to be off for the races. Along
toward noon the placing of bets gets underway, sometimes by phone,
sometimes at a nearby bookie. Persons at work tune in the radio for
the running of the six or eight races in the afternoon, and there

are moments of despair or jubilation. Between the races much talk
about what was won, bet, lost and so forth. There's just no ignoring
a radio pla ying with a horse race on it.

Next day it is the same routine all over. The sports pages are heavy
with news of the "sport of kings"™ which has takenover the city.

But these are the things one sees first hand. What one doesn't sece

is the true economic cost or loss. Ierchants and lenders experience
increases in bad debts and this cost has to be covered in the changes
made to people who™ay their bills. There is increased absenteeism of
workers and there 1s a loss of wages to them or an increased cost to
their employers and ultimately to consumers. Then there are heavy
social costs to the families of addicted gamblers, and to their
employers, be the employer be government or private business: Problems
caused by a habit out of control. Pari mutual has introduced many

many thousands of people to gambling who wouldn't have gambled otherwise.

Im opposed to pari mutual for the hardship it causes and for the disruption
and distortion of community life. I don't want horse races or dog races

or other forms of gambling to dominate 1ife in my home town for several
months a year. 1I'm sure you don't want to risk a big change in the way

of 1life in your district, a change that once it is made is going to be
almost 1mpossible to rescind. I urge you to stand fast against pari
mutual. Thank you. :





