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Preface

CASINO GAMBLING has become a major
industry in the United States over the past two

decades. Nationwide, annual casino revenue tops $40
billion. This report provides an analysis of casino gam-
bling in the United States and discusses the economic
issues surrounding casino gambling. The information
contained in this report should prove useful to local
officials and policy-makers who may be considering the
adoption of casino gambling or who already have casi-
no gambling in their jurisdictions.

The report begins by providing an overview of casino
gambling in the United States. The size and location 
of all casino markets is discussed, along with a brief
description of the major casino games available and
how they work. The section also provides a look at the
demographic characteristics of the typical casino gam-
bler. This is an important issue, as casino gambling is
often criticized for placing an unfair financial burden
on the poor. This topic is discussed in detail.

The economic issues surrounding casino gambling
are presented at length in section II of the report. The
issues discussed include the employment effects of casi-
no gambling, evaluating the societal benefits of casino
tax revenue and the effect of casino gambling on local
retail sales. Of the three, the employment effects of
casino gambling receive the most attention by local
policy-makers. As will be learned, the true impact of 

casino gambling on employment depends upon labor
force location, potential spillover effects and statewide
business cycle changes.

Section III of the report provides a detailed look at the
casino markets in states located in the Eighth Federal
Reserve District. The location, size, employment, tax
rates and revenue of each casino are presented.

Section IV of the report is an empirical analysis of
county employment changes before and after casino
adoption. Specifically, the analysis looks at the changes
in both household and payroll employment in six Mid-
western counties with casino gambling. Forecasting
models are used to estimate potential differences in
household employment as a result of casino gambling.
An evaluation of payroll employment changes allows 
an evaluation of changes in a county’s commercial base
that may have occurred after casino gambling. The
results of the analysis provide several interesting con-
clusions regarding the effect of casino gambling on
employment.

Guidelines on evaluating the success or failure of casino
gambling in a local community are presented in section V
of the report. The discussion draws heavily from infor-
mation presented in section II and outlines other poten-
tial costs and benefits of casino gambling. The section
concludes by providing a sort of checklist of issues for
local officials and the public to consider when evaluating
the costs and benefits of casino gambling.

The final section of the report is reserved for a sum-
mary and conclusions.



I.  An Overview of the Casino Industry

Casino gambling has become a major industry in the
United States during the past two decades. Prior to 
the late 1980s, casino gambling was legal only in
Nevada and Atlantic City, N.J. Today, casino gambling 
is available in 29 states. As a consequence, annual gam-
bling revenue has grown from $9 billion in 1991 to
more than $40 billion in 2001.1 Americans spend more
money in casinos than individually on golf, on-screen
movies, CDs and sound equipment, and cable TV.2 The
casino industry consists of two major parties—Indian
tribes and publicly traded private corporations, such as
Harrah’s Entertainment and Trump Hotels and Casino.
The Indian Gaming Regulatory Act (Public Law 100-
497) passed in 1988 allows Indian tribes to own and
operate casinos on their reservations. Tribal gambling 
is now available in 25 states and generates nearly $13
billion in annual revenue. Corporate casino gambling 
is available in nine states and generated more than $27
billion in revenue in 2001.3 Table 1 provides a listing 
of states where casino gambling is available.

While tribal gambling is available in more states, cor-
porate casino gambling has traditionally been perceived
as a more appropriate tool for fostering general economic
development through increased employment and tax
revenues.4 The primary reason for this is that states
have no power to tax Indian casino revenue because
Indian casinos are sovereign entities from the state.5

While states and Indian tribes do cooperate in regula-
tion and security issues (dictated by state-tribal gam-
bling compacts), the relationship between a tribe and 
a state is very similar to the relationship between two
states: One state generally cannot legally dictate what
another state can do. Corporate casinos, however, are
private industries that are taxed and regulated by a state.
These casinos generate much more revenue and hire
more labor from the general labor market than Indian
casinos do. As a result, many of the economic issues
surrounding private casinos—such as tax revenue,
employment and economic development—are of 
concern to policy-makers, economists and the public.
Therefore, this report will focus on corporate casinos.6

Growth of Casino Gambling
Nevada was the first state to legalize casino gambling,

in 1931, and has the largest gambling market in the
country. The 210 casinos in Nevada generated more
than $9.5 billion in revenue during 2001. The largest
concentration of casinos is in Las Vegas, with casinos in
downtown (14 casinos) and on the Strip (47 casinos)

amassing nearly $5.3 billion in revenue and attracting
35 million visitors annually to fill more than 100,000
hotel rooms. Hotels downtown and on the Strip have
75,000 electronic gambling devices (EGDs)—which are
slot machines, video poker games and any other elec-
tronic game used for wagering—and 3,300 table games
that take up 3.3 million square feet of casino floor
space. Other major Nevada markets include Reno 
($1 billion in revenue), Laughlin ($500 million in 
revenue) and Lake Tahoe ($330 million in revenue).

In 1976, New Jersey became the second state to legal-
ize casino gambling, but restricted the activity to Atlantic
City. Today there are 13 casinos in Atlantic City generat-
ing nearly $4.3 billion in annual revenue and 32 million
visits, making Atlantic City the second largest casino
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TABLE 1 – STATE GAMBLING SUMMARY 2001

State Land-Based Riverboat Indian 
Casinos Casinos Casinos

Arizona X

California X

Colorado X

Connecticut X

Florida X

Idaho X

Illinois X

Indiana X

Iowa X X

Kansas X

Louisiana X X

Michigan X X

Minnesota X

Mississippi X X

Missouri X

Montana X

Nebraska X

Nevada X X

New Jersey X

New Mexico X

New York X

North Carolina X

North Dakota X

Oklahoma X

Oregon X

South Dakota X

Texas X

Washington X

Wisconsin X

TOTAL 4 5 25

SOURCE: Bear Stearns 2002-2003 North American Gaming Almanac,
Page 16.  The above list does not include those states with casinos
operating as part of a state lottery.  A state not listed has no corporate
or tribal casinos.



gambling market in the United States. The Atlantic City
market is characterized as a day-trip destination, whereas
Las Vegas is typically considered a vacation destination.
Atlantic City casinos have 12,000 hotel rooms and offer
37,000 EGDs, more than 1,200 table games and nearly 
1.3 million square feet of casino floor space.

The 1990s saw a marked increase in the number of
states that legalized casino gambling. Riverboat casino
gambling first began in Iowa and Illinois in 1991 and
quickly spread throughout the Midwest.7 Riverboat
gambling now also exists in Indiana, Mississippi and
Missouri. Louisiana and Michigan legalized land-based
casino gambling within the last decade. Many of these
riverboat and land-based casinos also have hotels. The
primary reason that many states have approved corpo-
rate casino gambling is that it is seen as a potential tool
for economic growth. The greatest perceived benefits
are increased employment, greater tax revenue to state
and local governments, and growth in local retail sales.
Increasing fiscal pressures on state budgets during the
1990-1991 recession, the fear of lost revenue to neigh-
boring states’ casinos and a more favorable public atti-
tude regarding casino gambling have all increased the
appeal and acceptance of casinos.

The current state budget crises have prompted state
legislators to take a renewed interest in casino gambling.
Casino revenues are quite sizeable (Table 2), making
them an attractive revenue source. Many states are con-
sidering the expansion of casino gambling while others,
such as Pennsylvania, are debating whether to introduce
slot machines at pari-mutuel racetracks. Several states
with casino gambling have increased casino gambling
tax rates within the past year or two. Also, states with
Indian gambling are considering measures to extract
casino revenue from traditionally tax-exempt Indian
casinos. However, the direct taxation of tribal gambling
revenue is likely to be met with serious legal challenges
involving the sovereignty of Indian reservations.

The casino markets in the states shown in Table 2
vary in terms of revenue and the number of available
casinos. Illinois has 10 riverboat casinos that attracted
18 million visits and generated nearly $1.8 billion in
revenue during 2001. The casino markets in Illinois
include East St. Louis, Peoria and Chicago. The Indiana
casino market is similar to Illinois, consisting of 10 river-
boats that generate $1.8 billion in annual revenue. The
first riverboat casino opened in 1995. Annual admissions
approach 41 million. Indiana’s casinos are located in
Evansville, southeast Indiana and northwest Indiana.
Iowa has 10 casinos and three slot parlors (located at
pari-mutuel tracks) making more than $900 million in
revenue and attracting 19 million visits. The primary

Iowa markets are Council Bluffs, Quad Cities, Dubuque/
Marquette, Des Moines and Sioux City. The first
Missouri riverboat casino opened in 1994. There are
now 11 riverboat casinos in Missouri, with five in
Kansas City and three in St. Louis. Missouri casinos
generated revenue of $1.1 billion in 2001 and offered
15,000 EGDs and 470 table games. Missouri casinos
generate more than 51 million visits annually.

Mississippi has the largest casino market in the central
United States and ranks third in the United States behind
Nevada and Atlantic City. The first casino opened in
Mississippi in 1992. There are now 29 casinos in Mis-
sissippi, with primary markets in Tunica,Vicksburg and
along the Gulf Coast. Gambling revenue totaled $2.7
billion in 2001. This is roughly half of Atlantic City’s
revenue. On average, Mississippi riverboat casino hotels
are larger than most other casino hotels in the central
United States. Several casinos have more than 1,500
hotel rooms. Mississippi casinos in Tunica and along 
the Gulf Coast, while always catering to the day-tripper,
are following the Las Vegas model by becoming vacation
destinations.

Louisiana and Michigan are the only two states
besides Nevada and New Jersey that have legalized
land-based casinos. Louisiana has 15 riverboat casinos
and one land-based casino that generated $1.9 billion
in revenue during 2001 and attracted nearly 38 million
visits. Major markets in Louisiana are New Orleans,
Baton Rouge, Shreveport and Lake Charles. Michigan
has three land-based casinos in the Detroit area, with
the first casino opening in 1999. Revenue for these
casinos totaled $1 billion in 2001.
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TABLE 2 – GAMBLING REVENUE – SELECTED STATES

State 2001 Revenue 2000 Revenue Percent
($ millions) ($ millions) Change

Colorado $675.3                        $631.7 6.9%

Connecticut             1,401.6 1,308.7                     7.1

Illinois 1,783.8                       1,657.8                     7.6

Indiana                    1,841.8 1,689.7 9.0

Iowa 922.9 892.6 3.4

Louisiana 1,883.2 1,708.9 10.2

Michigan                  1,007.4 742.9 35.6

Mississippi 2,700.8 2,650.4                     1.9

Missouri                   1,137.1 996.6 14.1

Nevada 9,466.9 9,599.4                    -1.4

New Jersey 4,303.9 4,299.6 0.1

TOTAL 27,124.7 26,178.4 3.6

NOTE: Tribal and corporate casino revenue are considered in the above
figures, which represent revenues to the casinos net of player winnings.

SOURCE: Bear Stearns North American Gaming Almanac 2002-2003, 
Page 6.



Who Are Casino Gamblers?
Given that casino gambling is a major industry in the

United States, it is interesting to know who is doing
the gambling. In other words, what are the characteris-
tics of typical casino gamblers?  Are they rich or poor,
male or female, young or old?  Understanding 
the demographic characteristics of casino patrons is not
only valuable to casinos in terms of effective marketing,
but also to local government officials and the public
when deciding whether or not to allow casino gam-
bling in their community. While there are various sur-
veys of casino gamblers available, the most complete
and recent is Harrah’s 2002 survey titled “Profile of the
American Casino Gambler.” This survey was conducted
independently by Roper ASW and NFO WorldGroup
Inc., two nationwide survey research companies. This is
a national survey, and the conclusions may certainly dif-
fer from surveys taken in specific geographical areas.8

However, the basic findings from the Harrah’s survey 
are discussed here to provide insight into the average
characteristics of the casino gambler.

An estimated 53 million people in the United States
participate in casino gambling. This is equal to 27 per-
cent of the population aged 21 or older. The median
age of casino gamblers is 46, compared with a median
age of 45 for the U.S. population. However, gambling
is most popular among adults aged 51 to 60. The
male/female ratio for casino gambling is 45/55, com-
pared with 48/52 for the general population. Forty-six
percent of gamblers graduated or attended college,
compared with 43 percent of the general population.
The five states generating the most casino trips are
California, Illinois, Nevada, New York and Michigan.

One controversial issue surrounding casinos is the
perception that the bulk of casino revenue comes from
low-income gamblers, thus placing an unfair financial
burden on the poor. There are really two separate
issues: (1) Do lower-income gamblers bear more of the
financial burden from casino gambling (i.e., as a percent
of their income) and (2) From which income groups
do casinos generate the bulk of their revenue?  Focus-
ing on the second issue, the median household income
for casino gamblers is almost $50,000, compared with
$41,000 for the U.S. population. This statistic reveals
that the income level of casino gamblers is relatively
higher than the U.S. population. Regarding the first
issue, what is important is not the casino player’s level
of income, but rather the percentage of income wagered
by gamblers having different incomes. For example,
consider two gamblers,A and B, having annual incomes
of $20,000 and $100,000, respectively. If both players
lose $1,000 per year, then A spends 5 percent of his

income on gambling, whereas B spends 1 percent. In
this case, player A bears a larger financial burden than
player B.9

The evidence on the financial burden of gambling is
mixed. One early study using a national survey found
high-income gamblers spend a greater percentage of
their income on gambling than do lower-income 
gamblers—thus, high-income gamblers bear a greater
financial burden than lower-income gamblers.10 A
study of Las Vegas gamblers, however, found that lower-
income gamblers living in Las Vegas spend a higher
percentage of their income on gambling than wealthier
gamblers living in Las Vegas. For visitors to Las Vegas,
the burden on lower-income gamblers was somewhat
less.11

To determine which income group contributes the
most to casino revenue, one needs to look at the income
level of each player. That the median income of the
casino gambler is higher than the U.S. median income
suggests that, on average, casinos generate more of their
revenue from relatively wealthier gamblers than they do
from lower-income gamblers. However, it still may be
true that lower-income gamblers bear a greater financial
burden from casino gambling than do higher-income
gamblers. While the evidence is relatively clear that the
average casino patron is not lower income, the financial
burden of casino gambling undoubtedly differs by loca-
tion and should be analyzed on a case-by-case basis.

The Games People Play
Nearly 75 percent of casino visitors play EGDs,

while 25 percent of visitors play table or other games.
A listing of the casino games played most often is pro-
vided in Table 3.
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TABLE 3 – CASINO GAMES PLAYED

SLOTS/VIDEO POKER 74%
$0.01 - 0.02 1%

$0.05 - 0.10 16%

$0.25 - 0.50 46%

$1.00 - 2.00 10%

$5.00 + 1%

TABLE GAMES 14%
Blackjack 9%

Roulette 2%

Craps 2%

OTHER 4%
DON’T KNOW 8%

SOURCE: “Profile of the American Casino Gambler,” Harrah’s 
Survey 2002



Given differences in game preferences, it is not sur-
prising that casinos allocate the vast majority of their
floor space (about 80 percent) to slot machines and
other EGDs. Denominations on slot machines range
from 5 cents to $1,000 per play, with the option of
inserting multiple coins per play. Slot machines with
denominations greater than $100 per play are typically
located only in Las Vegas and Atlantic City. Nearly 
half of all slot players favor 25-cent and 50-cent slot
machines. Some slot machines offer progressive jack-
pots—meaning the jackpot is increased each play until
someone hits the winning combination of symbols. In
most cases, numerous slot machines are linked together
for the progressive jackpot. The most popular progres-
sive slot system is MegaBucks, which routinely posts
jackpots averaging $5 million to $10 million.

The minimum slot machine payout required by state
law averages around 85 percent. However, for compet-
itive reasons, most casinos have slot machines that pay
back at a higher rate, such as 95 percent or 98 percent.
A payback rate of 95 percent means the house advan-
tage is 5 percent. This does not mean that each player
will have 95 percent of his wagers returned, but rather
over the long term the slot machine will return 95 per-
cent of the money wagered back to players in the form
of winnings.

Today, slot machine payouts are dictated by a com-
puterized random number generator.12 Basically, every
combination of possible reel outcomes on the slot
machine has certain numbers associated with it. After a
wager is made, the slot machine internally picks a com-
bination of random numbers. The reels then spin and
land on a particular combination of symbols that have
been preassigned to the combination of random num-
bers. Clearly, higher-paying symbols are mapped to
fewer random numbers than lower-paying symbols. (If
not, the odds of winning any prize would be the same.)
The machine then pays out if the certain combination
of random numbers corresponds to those preassigned
for the jackpot or smaller prizes. The symbols on each
reel are irrelevant—they are simply for show; the out-
come is determined at the time each bet is made, not
after the reels stop spinning. Contrary to popular belief,
there is no such thing as a “hot machine” or a “cold
machine.” Slot machines have no memory—each spin
on a slot machine is completely independent of past
outcomes; so, the odds of hitting a jackpot are the same
regardless of whether a jackpot was won on the previ-
ous play or two years ago.

Table games provide a different gambling experience
from that of EGDs. While EGDs are relatively non-
interactive, table games require some level of skill or

knowledge about the game and allow the player to
actively participate, whether it be rolling dice in craps or
holding cards in blackjack or poker. Usually the mini-
mum bet for most table games is $5, although $3 tables
are sometimes available. The house advantage on table
games averages about 3 percent, but blackjack and craps
have a house advantage averaging around 1 percent.
Blackjack is the most popular table game, followed by
roulette and craps. Baccarat is a table game that tradi-
tionally has had its greatest popularity with high-income
players, but it is finding favor with low-end gamblers.
New table games are continuously created and adopted by 
casinos across the country. Examples of relatively newer
games available in most casinos are Caribbean Stud
Poker, Let It Ride, Double Down Stud, Pai Gow Poker,
Boston 5 and Three Card Poker.13 Several of these table
games also allow the player to make a side wager of $1 in
order to win a progressive jackpot for a top hand, such as
a straight flush or a royal flush.

Compliments to You
In an attempt to attract new players and keep existing

patrons gambling longer, many casinos offer compli-
mentary goods and services, or “comps” as they are
commonly called. Comps can include items such as
buffets,T-shirts and caps for low-end players, up to
hotel rooms, dinners and transportation for higher-end
players. There is also a type of gambler whom the casino
industry refers to as a “whale.” Whales generally wager
$50,000 or more per hand and can easily wager $10
million in a single weekend. In fact, big wins by
whales can affect a casino’s quarterly financial state-
ment. Las Vegas and Atlantic City casinos will do what-
ever they can to attract these players, which only number
a few hundred in the world. Whales do not pay for any
part of their trip; they receive a penthouse hotel room
at no charge (which could rent out at $10,000 or more
per night) and will be provided anything (almost literally)
that they request free of charge. On average, casinos
spend 21 percent of their adjusted gross revenue in
comps (compared with an average of 18 percent on
payroll), thus highlighting the importance of comps in
generating additional casino revenue.14

Casino comps are generally computed in the following
manner: The player’s average bet is multiplied by hours
played, the number of pulls or hands dealt per hour and
the casino advantage for that game. The final number
is the player’s theoretical loss. So, for example, if you
play a slot machine with a house advantage of 5 per-
cent (95 percent payout rate) for two hours at $3 per
play and 120 plays per hour, your comp will be $36 
(2 • 3 • 120 • 0.05). Sometimes casinos base actual
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comps paid on about 30 percent to 50 percent of the
computed comp. Since slot odds are more in favor of
the house, a slot player will probably get slightly more
comp per dollar wagered than a table game player.

There are several things a player can do to increase
his comps. If playing a slot machine or video poker, it
is a good idea to get a club card. A club card looks like
a credit card and is issued by the casino for use in that
casino only. This card is simply inserted into a machine
and will accumulate points based on how much is
wagered and for how long the patron plays. One could
still receive comps without a club card, but this would
require playing for extensive time periods and/or for
large denominations (probably $5 or over) in order to
attract the attention of the slot manager or slot host.
However, points will not accumulate without a card.
Depending on the level of play, patrons may not receive
any comps while in the casino, but may receive coupons
for free meals, gifts, etc. in the mail several days after
visiting the casino (which often must be redeemed at
the casino, thus requiring a return trip). Other times,
a slot host may visit the player while he is still on the
casino floor.

If playing a table game, a patron can increase his
comps by betting more when the pit boss (table game
manager) is observing the game. The pit boss floats

from table to table, casually (but accurately) keeping
track of how much each player is wagering. Also, a
player can ask the pit boss to record the amount of his
buy-in (trading cash for chips) and also let the pit boss
know when he changes tables. It is beneficial to play 
at a table with as many players as possible and then bet
more when the pit boss is watching. With more play-
ers, the number of hands dealt per hour is less, meaning
the player’s loss per hour is less.

Report Outline
This section has provided an overview of the casino

industry in the United States. The next section of the
report discusses major issues surrounding casinos. Issues
include employment effects, tax revenue and retail sales
growth. Section III provides a detailed look at the casi-
nos in and around the Eighth Federal Reserve District.
Casino location, employment, legal aspects and other
issues will be discussed. Section IV consists of an empiri-
cal examination of the employment effects of casino
gambling. Section V discusses some criteria that should
be used when determining whether or not a casino has
been a success or failure. As will be discovered, the suc-
cess or failure of a casino can be subjective. The final
section is reserved for a summary and conclusions.
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II.  Casinos—A Look at the Economic Issues

Economic development is used by the casino indus-
try, state and local government, and casino proponents
to persuade the citizenry to allow casino gambling.
The perceived benefits of casinos are increased employ-
ment, higher tax revenue and retail sales growth. This
section provides a general evaluation of each perceived
benefit. Both citizens and government officials should
understand the topics when they debate the issues sur-
rounding casinos and economic development.15

Casinos and Local Employment
One issue regarding casinos and employment

involves the location and required skill level of a casi-
no’s labor force. The basic idea regarding increased
employment is that a casino’s operation requires labor,
and this labor will come from the local area. This, in
turn, will reduce local unemployment. The question to
ask is not just whether casinos decrease unemployment,
but for whom they decrease unemployment. Most
casino jobs require some kind of skill, be it accounting,
dealing cards, security or other expertise. If a casino is
planning to move to a rural area having a relatively
less-skilled workforce, the casino probably will draw
skilled labor from outside of the area. If this labor
remains outside of the local area and workers commute
to the casinos, then unemployment in the local area
will remain unchanged. If some of this skilled labor
decides to move near the casino, then the unemploy-
ment rate (which is the number unemployed divided
by the labor force) in the local area will fall because the
labor force has increased. It is this decreased unem-
ployment rate that is often used as evidence that casinos
have indeed improved local employment. However, it
is important to realize that unemployment for the orig-
inal, less-skilled population has remained essentially
unchanged—only the higher-skilled, new arrivals have
found employment with the casino. It is the employ-
ment of these new arrivals that has decreased the
unemployment rate.

While casino employment is usually a measure of
economic development, it is important to realize that
economic development occurs when there is increased
value to society. For example, the introduction of casi-
no gambling may cause local businesses to close, which
will result in layoffs.16 The net increase in employment
to the local area is thus less than the number of new
casino jobs. It is possible that casino gambling may
increase total employment or decrease total employ-
ment in an area through the impact of casinos on local

businesses. The degree to which casinos may affect
local business is discussed later in this section.

The main lesson regarding casinos and their impact
on the local unemployment rate for the original pop-
ulation is that local officials and the citizenry need 
to know whether the workforce for the new casino
will come from their area. The promise of increased
employment for the original population that is often
used as an argument for the construction of casinos
may not be realized. In a relatively urban area, there 
is probably enough variety in the workforce to ensure
that skilled labor will be provided locally. In rural
areas, however, most labor may be from outside of the
area, thus leaving unemployment for the original popu-
lation unchanged.

A final issue surrounding casinos and employment 
is “employment spillover.” This occurs when casinos
indirectly generate non-casino jobs in the local area as
a result of increased demand for non-casino goods 
and services. Casino employees who were previously
unemployed or who recently moved into the area now
generate income, and this income will be spent on
goods and services, such as housing and entertainment.
An increase in demand for these services will increase
firms’ demand for labor, thereby increasing employment.
Employment spillovers essentially result in a multiplier
effect. The degree of this multiplier effect has been dis-
puted in the literature, but the general consensus is that
a multiplier effect indeed exists.17

Casino Tax Revenue
Most states tax adjusted casino revenue and use the

taxes to fund state and local programs. There is wide
variation in the casino revenue tax rates across the
country. A sampling of casino tax rates is shown in
Table 4.

Casino proponents and state and local governments
promote casino tax revenue as a benefit. This revenue
is a benefit for the recipients of taxed casino revenue.
However, it is important to realize that this revenue is
not new money to society. Taxes result in a transfer of
income from one group to another group—in this
case, casino owner to state and local governments (and
eventually to program recipients). So while states col-
lect hundreds of millions of dollars annually in casino
taxes, these tax revenues are a cost to casino operators.
The transfer of revenues from casino operators to state
governments does not result in new societal wealth or
economic activity. Therefore, tax revenue cannot be
counted as a benefit to society.

Another issue surrounding casino tax revenue is that
all tax revenue is interchangeable from a budgeting and
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spending perspective. States often promote how much
casino tax revenue is earmarked for certain social pro-
grams. Public education tends to be a favored destina-
tion in many states. This suggests to the public that
spending on these social programs, education for exam-
ple, has increased since the taxing of casino revenue
began. This may not be the case. The problem is that
all earmarked revenue is interchangeable. Consider the
following example: Your son is in college and spends
$40 a week on pizza. You send him a check for $20 and
insist that he spend the money on pizza. This suggests
that his total spending on pizza will now be $60 a week.
But there is nothing preventing your son from taking
$20 out of his original $40 and using it for something
else, and then simply adding your $20 back to get the
final $40.

The same works for government regardless of the tax
and destination of revenue. If $100 million per year in
casino taxes is earmarked to education, one might
expect total education spending to increase by $100
million. However, state legislators can simply reduce
the total amount of funds budgeted for education by
$100 million and use these funds elsewhere, and then
use the $100 million from casino revenue to bring total
education expenditures back to their pre-casino levels.
No increase in education spending has occurred.

The swapping of casino revenue has yet to be tested
empirically, but the issue has been explored using state
lotteries. Numerous studies have found that in those
states that earmark lottery funds for education, spend-
ing on education has not increased beyond historical
trend levels after the introduction of the lottery.18

Contrary to the claim made by lottery officials and 
lottery proponents, state lotteries do not appear to help
public education. There is no reason to doubt the same
result may occur with casino revenue.

Casinos and Local Retail Sales
The issue of whether casinos help or hurt local retail

sales, and thus retail sales tax collections, has received
the most attention in the academic literature. Essen-
tially, the casino’s impact on local retail sales (and retail
sales tax collections) is determined by consumption
preferences of local citizens and the degree to which
casinos attract visitors from outside the local area.
There are three possibilities.19 First, casino gambling
can serve as part of an overall tourist industry. Under
this scenario, casinos attract non-local players who
inject new money into the economy via the casino and
other entertainment activities. A second possibility is
that gambling can function as an import substitution
activity that serves only local customers who, without
the casino, would have spent their income outside of
the local area. That is, the casino keeps local income
local. Finally, the third possibility is that a casino func-
tions as a local service only, just like any other business,
and simply results in a redistribution of income from
one business to another as local consumers choose
where to spend their income. Note this third possibil-
ity applies to any business wishing to open in an area—
say,Wal-Mart, Home Depot or others. Local retailers
often oppose the opening of these superstores in fear of 
losing sales.20

Research on this issue is somewhat mixed. One
study of Missouri casinos found that an increase in 
casino revenue decreases retail sales in the rest of the
entertainment and amusement industry (theaters, sports
clubs, gyms) for those counties having casinos. In this
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TABLE 4 – SELECTED STATE CASINO REVENUE 
TAX RATES

State State Casino Revenue Tax Rates
—————————————————————————————————————————————————————————————————————————

Illinois • 15% on first $25 million of gambling revenue

• 22.5% on next $25 million - $50 million of gambling revenue

• 27.5% on next $50 million - $75 million of gambling revenue

• 32.5% on next $75 million - $100 million of gambling revenue

• 37.5% on next $100 million - $150 million of gambling revenue

• 45% on next $150 million - $200 million of gambling revenue

• 50% on gambling revenue in excess of $200 million

—————————————————————————————————————————————————————————————————————————

Indiana • 15% on $25 million of gambling revenue

• 20% on next $25 million - $50 million of gambling revenue

• 25% on next $50 million - $75 million of gambling revenue

• 30% on next $75 million - $150 million of gambling revenue

• 35% on gambling revenue in excess of $150 million

—————————————————————————————————————————————————————————————————————————

Iowa • 5% on first $1 million of gambling revenue

• 10% on next $1 million - $3 million of gambling revenue

• 32% on all gambling revenue over $3 million 

(increasing each year up to 36% maximum)

—————————————————————————————————————————————————————————————————————————

Missouri • 20% on all gambling revenue (2% for local governments)

—————————————————————————————————————————————————————————————————————————

New Jersey • 8% tax on all gambling revenue

• 1.25% tax paid quarterly to Casino Reinvestment and 

Development Authority

—————————————————————————————————————————————————————————————————————————

Nevada • Paid monthly

• 3% on first $50,000 of gross revenue

• 4% on next $84,000 of gross revenue

• 6.25% on gross revenue over $134,000

—————————————————————————————————————————————————————————————————————————

SOURCE: Each state’s gambling commission and Bear Stearns 2002-

2003 North American Gaming Almanac, various pages.



case, casino gambling is a substitute for certain business
activities—local spending is transferred to casinos from
other businesses.21 A similar result was obtained in a
study of Arizona casinos.22 The authors found that the
growth in retail sales tax collections from various indus-
tries slowed after the introduction of casino gambling.
Another study found that casino gambling in Indiana
results in import substitution—casinos attract local
patrons who would have, without the casino, spent their
money outside of the local area.23

These studies suggest that casino gambling on retail
sales should be evaluated on a case-by-case basis.
However, casinos located in larger cities that offer 
relatively more amenities than rural areas will tend to
attract casino patrons from outside the area more so
than rural casinos will.

It should be noted that casinos, just like any new
business to an area, result in a reallocation of consumer
dollars. Casino patrons will likely take their dollars
away from certain activities (restaurants, movies) and
move them into casino gambling. Entertainment mer-
chants find this bad, but from an economic viewpoint
society is better off. This is simply because consumers
are spending their income on the activity they value
the most—casino gambling. The income received by
casino operators is a reflection of this value. It is unfor-
tunate when certain retailers must shut down because
of casino gambling (or any other competition for that
matter), but this is a result in a capitalist economy
where consumers are free to choose where they spend
their dollars. Resources are constantly reallocated to
activities that consumers value most.
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III.  Casinos in the Federal Reserve 
System’s Eighth District

This section provides casino statistics in the states
within the Eighth Federal Reserve District.24 The
states with casinos are Missouri, Illinois, Indiana 
and Mississippi.

Summary statistics for each state are shown in Table 5.

Missouri
The first riverboat casino opened in Missouri in May

1994. There are 11 casinos operating in Missouri—five in
Kansas City, three in St. Louis and one casino each in
Boonville, Caruthersville and LaGrange. Missouri casinos
employ nearly 11,000 people and generate 51 million visits
annually. These casinos amassed more than $1.2 billion in
casino revenue and provided state and local governments in
Missouri with more than $300 million in casino taxes and
admission fees in fiscal year 2002. The casino revenue tax
rate is 20 percent of monthly revenue, of which 2 percent
is allocated to the city or county in which the casino is
located. Missouri also imposes a $2 admission fee on each
patron entering a casino. Casino revenue in Missouri has
grown at an average annual rate of 16 percent since 1996.

Nearly 15,500 EGDs and 470 table games fill 540,000
square feet of casino floor space in Missouri. Unlike many
states, Missouri law subjects patrons to a $500 loss limit for
each two-hour gambling session. Each casino in Missouri
pays an annual $25,000 license fee, renewable every two
years. Missouri has no limits or moratoriums on the
number of licenses or casino locations.

Kansas City
There are five casinos in the Kansas City market

area—Argosy, Frontier, Isle of Capri, Harrah’s and
Ameristar. These casinos generate more than $600 mil-
lion in revenue, attract more than 25 million annual
visits and employ 5,700 people. Harrah’s and Ameristar
are the largest casinos, both in size and revenue gener-
ated. Each of the two casinos has nearly $200 million
in annual revenue, and they average 100,000 square feet
of casino floor space. In terms of revenue market share,
Harrah’s and Ameristar account for 64 percent of the
Kansas City market. Revenue market share for each of
the other casinos is as follows: Argosy, 16 percent; Isle of
Capri, 15 percent; and Frontier, 5 percent. The Kansas
City casinos face competition from several Indian casi-
nos in northeast Kansas and Council Bluffs, Iowa.

St. Louis
St. Louis has three casinos. The President is located

in downtown St. Louis, and Harrah’s and Ameristar are

located in St. Louis and St. Charles counties, respectively.
There are also two casinos on the Illinois side of the
Mississippi within the St. Louis MSA. In total, these
five casinos generate more revenue ($760 million) than
the five Kansas City area casinos. The three St. Louis
casinos generate nearly $500 million in revenue and
contribute $100 million in tax revenue to state and
local governments. The President opened in May
1994, while Harrah’s and Ameristar (formerly Station
Casino) opened in March 1997. Total employment at
these casinos is 4,200. Harrah’s is the largest casino,
with nearly 120,000 square feet of casino floor space,
300 hotel rooms, 3,200 EGDs and 74 table games. As
in most casino markets, EGDs provide the greatest per-
centage of casino revenue to St. Louis casinos. Eighty-
seven percent of St. Louis casino revenue ($430 million)
came from EGDs in 2001.

Rural Casinos
In addition to casinos in Kansas City and St. Louis,

there are three casinos located in rural areas throughout
the state. These casinos are smaller both in size and rev-
enue generated than the average urban casino. Casino
Aztar is located in Caruthersville and opened in 1995.
It generates roughly $25 million in annual revenue,
employs 350 people and has 350 EGDs and 15 table
games. Visits to Casino Aztar approached 800,000 in
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TABLE 5 – CASINO STATISTICS

Mississippi Missouri Illinois Indiana

Total Revenue

($ millions) $2,688.9 $1,212.1 $1,831.6 $1,841.8

Casino 

Employment 34,541 10,685 11,333 15,954

Number of Casinos 29 11 9 10

Number of 

Slot Machines 39,491 16,119 9,449 16,661

Revenue Per 

Slot Per Day $150 $176 $442 $248

Number of 

Table Games 1,138 437 278 646

Revenue Per 

Table Per Day $1,120 $943 $2,662 $1,418

Casino Square 

Footage 1,579,833 526,900 269,916 496,490

Mississippi: Revenue data are from 2001.  All other data as of 
March 1, 2003.

Missouri: All data are from fiscal year 2002 except per day 
estimates, which are 2001.

Illinois: Data are from November and December 2002 except
revenue per slot/table is from 2001.

Indiana: Data are from 2001.



2001. The Isle of Capri Casino in Boonville opened in
December 2001. Total estimated revenue from the Isle
of Capri for 2002 approached $60 million, and the casi-
no employs nearly 725 people. Isle of Capri has 28,000
square feet of casino floor space, 900 EGDs and 30 table
games. The Mark Twain Casino is located in LaGrange
and began operations in July 2001. This casino employs
300 people, has 18,000 square of feet of casino floor
space and provides 450 EGDs and 14 table games.

Illinois
Illinois has nine riverboat casinos, with four casinos

located in the Chicago area, two in the East St. Louis/
Alton area, and one casino each in Peoria, Metropolis
and Rock Island. Illinois has both cruising and dock-
side casino gambling. Illinois casinos generated 
$1.8 billion in revenue in 2002, about $600 million
more than Missouri casinos. Similar to Missouri, casino
revenue in Illinois has grown at an average annual rate
of 16 percent since 1994. Unlike Missouri, Illinois has a
graduated casino tax schedule, similar to the federal
income tax. The first $25 million in casino revenue is
taxed at a marginal rate of 15 percent, with the marginal
tax rate increasing up to 50 percent on revenue in
excess of $200 million. Local governments receive
gambling taxes equal to 5 percent of revenue. Total 
casino tax revenue in 2002 was more than $650 million.
There is also a $3 per-passenger admission tax, of which
$1 goes to the city or county in which the casino is
located. Illinois gambling licenses are initially valid for
three years and are renewable for up to four years, or as
determined by the Illinois Gaming Control Board.

While Illinois casinos generate more revenue than
Missouri casinos, there are fewer EGDs and table games
in Illinois. There are about 9,600 EGDs and 290 table
games in Illinois casinos, compared with 15,500 and 470
in Missouri. As a result, casino revenue per machine or
per table is higher in Illinois than in Missouri. An
explanation for this may be that, unlike Missouri, Illinois
does not have wagering limits and Illinois casino licenses
require that each casino have no more than 1,200 posi-
tions (EGDs + seats at table games).

Chicago
Illinois has four casinos in the Chicago area—

Empress Casino and Harrah’s in Joliet, Elgin Riverboat
Resort in Elgin and the Hollywood Casino in Aurora.
These four casinos dominate the Illinois market, gener-
ating more than $1.2 billion in revenue, or nearly 67
percent of all casino revenue in the state. Harrah’s gen-
erated the most revenue in 2002—more than  $315
million. Combined, these casinos contributed roughly

$413 million in tax revenue to the state of Illinois and
$72 million to dock site communities.

The Chicago casinos are similar in size and employ-
ment. The Empress Casino in Joliet opened in 1992
and employs 1,700 people. With more than 36,000
square feet of casino floor space, this casino admitted
2.3 million persons (6,300 per day) during 2001.
Harrah’s, also in Joliet, opened in 1993. This casino
also employs about 1,700 people and offers 39,000
square feet of casino floor space. Both Harrah’s and the
Empress Casino contributed $33 million in casino taxes
to the local Joliet area in 2001. The Hollywood Casino
in Aurora employs 1,550 people and began operations
in July 1993. Annual admissions are more than 2.7
million, and the Aurora area received nearly $14 million
in casino tax revenue. Elgin Riverboat Resort opened
in 1994 and employs 1,767 people. With 29,850
square feet of casino floor space, the Elgin Riverboat
Resort is the smallest of the four casinos. However,
admissions topped 3.4 million in 2001, and the Elgin
area receives more than $24 million annually in casino
tax revenue.

East St. Louis/Alton
Two casinos are located in the St. Louis MSA on the

Illinois side of the Mississippi. The Alton Belle Casino
is located in Alton. This casino opened in 1991, employs
970 people and has 23,000 square feet of casino floor
space. Annual admissions top 2.6 million, and the
Alton Belle generated $272 million in revenue in 2002.
This translates into almost $8 million in casino tax rev-
enue to the Alton area.

The Casino Queen is located in East St. Louis,
roughly 10 miles from the Alton Belle. Opened in 
July 1993, the Casino Queen employs nearly 1,200
people and offers 27,500 square feet of casino floor
space. With annual revenue surpassing $157 million,
the Casino Queen admitted 2 million visitors and 
contributed nearly $10 million in tax revenue to the
East St. Louis area.

Other Illinois Casinos
Illinois has three additional casinos outside of the 

St. Louis and Chicago areas.
The Par-A-Dice casino in East Peoria opened in

February 1992. The riverboat cruises along the Illinois
River and attracts nearly 2 million visits annually. With
more than $145 million in revenue, the Par-A-Dice
casino contributed more than $9 million in tax revenue
to the East Peoria area. Employment at the Par-A-Dice
casino is about 1,050, and the casino provides more
than 26,000 square feet of casino floor space.
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Harrah’s is located in the southern Illinois city of
Metropolis and cruises along the Ohio River. This casi-
no employs 883 people and opened in 1993. With
nearly 30,000 square feet of casino floor space, Harrah’s
attracted more than 1.5 million visits, generated nearly
$139 million in revenue and contributed $8.5 million in
casino tax revenue to the Metropolis area during 2002.

Casino Rock Island is the smallest casino in Illinois.
It is located in Rock Island, across the Mississippi River
from Davenport, Iowa. This casino opened in 1992 and
employs 482 people. Casino Rock Island had more
than 800,000 visits in 2002 and generated more than
$40 million in revenue. The Rock Island area received
nearly $3 million in casino tax revenue from the
Casino Rock Island.

Indiana
Indiana has 10 riverboat casinos. Like Illinois, Indiana

allows both cruising and dockside riverboat gambling.
There are five casinos in northwest Indiana, outside of
the Chicago suburbs. There are four casinos in southeast
Indiana and there is one casino in Evansville, in south-
west Indiana. Total employment at Indiana casinos is
about 16,000. Annual gambling revenue in Indiana is
similar to that of Illinois—about $1.8 billion—with state
and local governments receiving nearly $500 million in
casino tax revenue. Casino revenue has increased every
year since the first casino opened in 1995, and annual 
visits top 41 million. In July 2002, Indiana switched
from a flat gambling tax rate like Missouri’s to a graduated
tax schedule similar to that of Illinois. Marginal tax
rates range from 15 percent on the first $25 million of
revenue up to 35 percent on revenue in excess of $150
million. There is also a $3 admission tax per patron that
generated $124 million in 2001. Indiana casinos pro-
vide 16,500 EGDs, 670 table games and more than
450,000 square feet of casino floor space. More than 
41 million visitors were admitted to Indiana casinos in
2001. Casino licenses in Indiana may be renewed annu-
ally and require a $5,000 renewal fee.

Chicago Area
Indiana has five casinos in the Chicago area. The

Blue Chip Casino is located in Michigan City, and the
Majestic Star Casino and Trump Casino are both locat-
ed in Gary. The Horseshoe Casino calls Hammond its
home, and Harrah’s has a riverboat in East Chicago.
The Chicago market is the largest market in Indiana,
generating roughly $920 million of the $1.8 billion in
casino revenue for 2001.

The Blue Chip Casino began operations in 1997.
The casino offers 1,511 EGDs and 47 table games

within 37,000 square feet of casino floor space. Blue
Chip employs 1,144 people, of whom 62 percent are
from the home county. The casino generated more
than $185 million in revenue, of which $37 million in
tax revenue went to state and home governments.

The Majestic Star Casino and the Trump Casino are
located in Gary, and both opened in June 1996. The
Majestic Star has 43,000 square feet of casino floor space,
1,409 EGDs and 51 table games. Revenue for the
Majestic Star topped $122 million in 2001, of which
$24 million was paid in casino revenue taxes. The
Majestic Star employs 1,333 people, of whom 84 per-
cent are from the home county. The Trump Casino 
is very similar to the Majestic Star. This casino has
37,300 square feet of casino floor space and provides
1,455 EGDs and 50 table games. The Trump Casino
amassed $124 million in casino revenue and paid $25
million in casino taxes during 2001.

The Horseshoe Casino began operation in 1996,
and Harrah’s opened in 1997. The Horseshoe offers
1,518 EGDs and 51 table games within 42,500 square
feet of casino floor space. The casino employs 2,180
people, of whom 67 percent are from the home county.
The Horseshoe generated $262 million in gambling
revenue during 2001. Harrah’s employs 1,755 people
and offers 2,004 EGDs and 65 table games on 49,210
square feet of casino floor space. Revenue in 2001
totaled $266 million. Both casinos serve the greater
Chicago area.

Southern Indiana
There are five casinos in southern Indiana along the

Ohio River. Casino Aztar is located in Evansville and
opened in 1995. This casino offers 1,345 EGDs and 
54 table games within 38,360 square feet of casino
floor space. Total employment at Casino Aztar is 1,051,
with 71 percent of employees from the home county.
Revenue for 2001 totaled $93.4 million.

Caesar’s casino is located in Elizabeth and is one of
the larger riverboat casinos in Indiana. This casino has
93,000 square feet of casino floor space, 2,493 EGDs
and 142 table games. Revenue for 2001 topped 
$210 million. The casino opened in 1998 and employs
2,259 people, of whom 21 percent are from the home
county.

Three riverboat casinos are located in the southeast-
ern corner of Indiana. These are the Argosy casino in
Lawrenceburg, Belterra Resort in Belterra and the
Grand Victoria Casino in Rising Sun. The Argosy is
the largest riverboat casino in southern Indiana. The
casino amassed nearly $240 million in revenue during
2001. It opened in 1996 and employs 2,333 people, of
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whom 38 percent are from the home county. The 
casino has 78,000 square feet of casino floor space and
offers 2,110 EGDs and 101 table games. Belterra
Resort began operations in 2000 and employs 1,588
people. More than 1,300 EGDs and 45 table games
are available at Belterra. Employment is nearly 1,600,
with 45 percent from the home county. Total revenue
in 2001 topped $95 million. The Grand Victoria casi-
no opened in 1996 and employs 1,077, of whom 27
percent are from the home county. The casino has
40,000 square feet of casino floor space and offers
1,472 EGDs and 40 table games. Revenue for 2001
totaled $130 million.

Mississippi
Mississippi has the third largest casino market in the

United States, behind Las Vegas and Atlantic City. The
first casino opened in 1992. Mississippi casinos, like
those in Missouri, are fixed in dock. There are now 29
casinos in Mississippi that generate nearly $2.7 billion in
annual revenue. Mississippi casinos have 40,612 EGDs,
1,157 table games and employ more than 34,000 peo-
ple. There are five casino markets in Mississippi—
Tunica/Coahoma County, the Gulf Region and the
cities of Greenville, Natchez and Vicksburg. Mississippi
places no limit on the number of casino licenses that
can be granted, but gambling can be conducted only in
counties that have approved gambling by local referen-
dum. Casino licenses are initially issued for two years
and then are renewable every eight years.

Casino tax rates in Mississippi are lower than in
Missouri, Illinois and Indiana. Mississippi taxes the first
$50,000 of monthly gambling revenue at 4 percent, the
next $84,000 is taxed at 6 percent and all monthly rev-
enue over $134,000 is taxed at 8 percent. Local gov-

ernments tax monthly casino revenue using the same
graduated tax schedule, but the tax rates are one-tenth
of the state rates. Also, cities and counties with casinos
levy an additional 3.2 percent tax on monthly gross
gambling revenue. There is no admission fee to Mis-
sissippi casinos. Total casino tax revenue was nearly
$330 million in fiscal year 2002.

Tunica
The Tunica market has nine casinos in Tunica

County and one casino in neighboring Coahoma
County. In terms of revenue,Tunica is the largest mar-
ket in Mississippi. Casinos in Tunica generate nearly
$1.2 billion in annual revenue. Tunica casinos have
nearly 17,000 EGDs and 500 table games and employ
more than 14,000 people. All of Tunica’s casinos have
hotel rooms, with several casinos each having more
than 1,000 rooms. Descriptive statistics for each casino
in the Tunica market are shown in Table 6.

Gulf Coast
There are 12 casinos in Mississippi’s Gulf Coast

area—one in Bay St. Louis, two in Gulfport and nine in
Biloxi. Gulf Coast casinos generated $1.15 billion in
2001, just slightly less than Tunica casinos. Of this
$1.15 billion, Biloxi casinos accounted for $887 million
(77 percent). The Gulf Coast casinos have more than
17,000 EGDs and 550 table games, and they employ
nearly 17,000 people. Descriptive statistics for each
Gulf Coast casino are shown in Table 7.

Other Mississippi Casino Markets
The three other casino markets in Mississippi are

much smaller than the Tunica and Gulf Coast markets,
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TABLE 6 – CASINO STATISTICS – TUNICA, MISS.

Casino Employment Casino Square Number of Electronic Number of Tables Date Opened
Footage Gaming Devices (EGDs)

Bally’s 749 46,535 1,305 42 12/18/1995

Fitzgerald’s 954 36,000 1,349 34 6/6/1994

Gold Strike 1,288 50,486 1,395 47 8/29/1994

Grand Casino 2,444 117,920 2,522 93 6/24/1996

Harrah’s 852 50,000 1,205 21 4/8/1996

Hollywood 1,100 54,000 1,623 33 8/8/1994

Horseshoe 2,544 63,000 2,090 72 2/13/1995

Isle of Capri 830 63,500 1,529 38 6/27/1994

Sam’s Town 1,247 74,210 1,478 43 5/25/1994

Sheraton 864 32,800 1,372 37 8/1/1994

TOTAL 12,872 588,451 15,868 460

NOTE:  Data are from December 2002.  The Isle of Capri is in Coahoma County, but is considered part of the Tunica market.  EGDs consist of slot
machines, video poker and any other electronic game.  Several casinos have opened and closed during the 1990s.  See the Mississippi Gaming
Commission for a list of all casinos that have operated in Tunica throughout the 1990s.



both in terms of the number of casinos and the size of
each casino. The Vicksburg market consists of four casi-
nos—Harrah’s,Ameristar, Isle of Capri and the
Rainbow. Revenue from these casinos totaled $235
million in 2001. The Vicksburg casinos have nearly
3,700 EGDs and 92 table games within 112,500 square
feet of casino floor space. These casinos employ more
than 2,500 people.

Bayou Caddy’s Jubilee and the Lighthouse Point
Casino make up the Greenville market. These casinos
had combined revenue of $75 million in 2001. Bayou
Caddy’s Jubilee employs 304 people, and the Lighthouse

Point Casino employs 274. Bayou Caddy’s Jubilee
offers nearly 1,100 EGDs and 13 table games within
28,500 square feet of casino floor space. Lighthouse
Point Casino has 22,000 square feet of casino floor
space, 840 EGDs and 14 table games.

The Natchez market consists of one casino, the Isle
of Capri. Revenue topped $36 million in 2001, and
employment is 367. The Isle of Capri has 702 EGDs
and 15 table games within 15,800 square feet of casino
floor space. The casino was one of the first in
Mississippi, opening in February 1993.
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TABLE 7 – CASINO STATISTICS – MISSISSIPPI GULF COAST

Casino Employment Casino Square Number of Electronic Number of Tables Date Opened
Footage Gaming Devices (EGDs)

Beau Rivage 2,606 71,669 2,261 90 3/16/1999

Boomtown 909 33,632 1,157 22 7/18/1994

Casino Magic (Bay St. Louis) 1,172 39,500 1,097 37 9/30/1992

Casino Magic (Biloxi) 1,174 49,260 1,285 31 6/5/1993

Copa Casino 871 43,025 1,206 44 9/10/1993

Grand Casino (Biloxi) 2,235 134,200 2,809 87 1/17/1994

Grand Casino (Gulfport) 1,763 85,000 2,176 71 5/14/1993

Imperial Palace 501 70,000 1,623 31 12/29/1997

Isle of Capri 789 32,500 1,161 28 8/1/1992

President Casino 788 38,297 869 34 8/13/1992

The New Palace 900 43,500 983 37 2/2/1997

Treasure Bay 792 40,000 916 41 4/28/1994

TOTAL 14,443 680,583 17,543 553

NOTE: Data are from December 2002.  EGDs consist of slot machines, video poker and any other electronic game.  Several casinos have opened 
and closed during the 1990s.  See the Mississippi Gaming Commission for a list of all casinos that have operated in the Gulf Coast area throughout
the 1990s.



IV.  Casinos and Local Employment—
An Empirical Analysis

Introduction
There have been several academic studies that have

explored the impact of casinos on local employment.
While the results are somewhat mixed, the studies gener-
ally suggest that casinos do increase employment in the
local area or at least do not lead to an employment
decrease. A study of Illinois casinos found that of eight
casinos, six had no significant impact on total employ-
ment.25 However, another study of Illinois casinos
found that 10 casinos generated more than 17,000 new
jobs.26 A study of Colorado casinos found that Indian
gambling led to 6,100 new jobs.27 A study of Missouri
casinos also found positive employment effects—nearly
12,200 new jobs for the Show-Me State.28

This section presents two analyses of county employ-
ment changes after the introduction of casinos. The
first analysis uses monthly household employment data
to explore the impact of casinos on resident employ-
ment in each county, whereas the second analysis uses
annual payroll employment data to detect employment
changes in specific industries, regardless of employees’
county of residence. An important point is that because
household and payroll data measure employment in dif-
ferent ways, the figures for each will neither be equal
nor directly comparable. Household employment is
derived from a survey of households and is the number
of people who are employed, whereas payroll employ-
ment is derived from a survey of firms and is the num-
ber of jobs. For example, a county with a population
of 10,000 may have 4,000 residents who work in the
county, but as a result of a high commercial base the
county may attract another 8,000 workers from nearby
counties. Thus, total household employment for the
county is 4,000 but total payroll employment is 12,000
(4,000 resident employment + 8,000 out-of-county
employees who work in the county).

For both analyses, six counties were examined—two 
in Mississippi, two in Illinois, one in Iowa and one in
Missouri. To provide an idea of different employment
effects for urban and rural casinos, several of the casinos
were in urban areas and others were in rural areas.
Urban and rural counties were also chosen to illustrate
the relative difficulties in detecting the employment
effects of casino gambling in urban areas. Finally, some
of the counties had only one casino, whereas other
counties had numerous casinos that opened at various
times throughout the 1990s. In the case of numerous
casinos, only the aggregated effect of all casinos will 
be discernable.

For the first analysis, household employment after
casino introduction was compared with total household
employment before casino introduction. Seasonally
adjusted monthly household employment was obtained
for each of the six counties during the period January
1986 to December 2001 from the U.S. Bureau of Labor
Statistics. For each county, an empirical model was
developed to capture employment changes several years
before casino introduction. Employment changes prior
to casino introduction were then used to forecast from
the date of casino introduction through December
2001 (end of sample period). These forecasts represent
the level of employment that would have existed if the
casino(s) had not been opened. The difference between
the actual and forecasted employment change is then
the estimated effect of the casino(s). A description of
the data and forecasting methodology is located in the
Appendix.

The second analysis used payroll employment data to
compare county employment in construction, manufac-
turing, retail trade, services and finance before and after
casino introduction.29 If casinos cause an influx of new
businesses and/or residents to the county, it is expected
that employment in these sectors will have increased
since the introduction of casino gambling. This may be
especially true for service and retail trade employment.
Conversely, if casinos cannibalize existing retail and
service sector business, then employment in these 
sectors will have decreased since casino gambling was
introduced.

The analysis did not consider employment in agri-
culture, government or transportation, as employment
in these sectors is unlikely to be significantly influenced
by casino gambling. Because payroll employment data
at the county level is on an annual basis rather than a
monthly or quarterly basis, the sample size is not ade-
quate for running forecast models. Thus, the analysis
simply involves comparing employment levels in each
sector pre- and post-casino introduction.

Casino Counties
The counties used in the subsequent analyses were

Warren County (Vicksburg casino market) and Tunica
County (Tunica casino market) in Mississippi, Massac
County (one casino) and St. Clair County (one casino)
in Illinois, Lee County (one casino) in Iowa, and 
St. Louis County (one casino) in Missouri.

The Vicksburg casino market in Warren County,
Miss., consists of four casinos. Warren County is a rela-
tively rural casino market located along the Mississippi
River in central Mississippi. The Isle of Capri opened
in February 1993, Harrah’s opened in October 1993,
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and Ameristar and the Rainbow casino began opera-
tions in January and July of 1994, respectively. These
casinos employed 2,443 people as of December 2001,
of whom 75 percent lived in Warren County. Total
employment in Warren County is 25,030, and the 
population is nearly 50,000. The unemployment 
rate in January 1993, one month before the first casino
opened, was 8.8 percent. The unemployment rate was
4.2 percent at the end of 2001.

There are nine casinos in Tunica County, Miss. Like
Warren County (about 200 miles to the south of Tunica
County),Tunica is a rural casino market, although it
does serve the greater Memphis area, located 25 miles to
the north. Casino gambling is the primary industry in
Tunica County, which has a population of 9,600. The
first casino opened in Tunica in August 1992. Tunica
casinos are listed in Table 6. The number of people
employed at Tunica casinos was 12,689 during 2001,
of whom 30 percent were from Tunica County. The
unemployment rate in Tunica County in September
1992 was 10.7 percent. In December 2001, the unem-
ployment rate was 7.1 percent, with the average unem-
ployment for 2001 at 5.4 percent.

While unemployment in Warren and Tunica counties
did fall since the introduction of casino gambling,
unemployment across Mississippi also dropped during
the same period. Unemployment averaged 8.2 percent
in 1992 and 5.5 percent in 2001. This highlights the
fact that employment changes in a casino county may
be due to state and national business cycle changes as
well as the introduction of casino gambling.

Harrah’s Metropolis casino is located in Massac
County, Ill., a rural county along the Ohio River. Total
gambling revenue approached $120 million in 2001.
Harrah’s opened in February 1993 and is the only casi-
no in Massac County. Of the 883 people employed by
the casino, 44 percent are from Massac County. The
population of Massac County is 15,000, and total
employment is about 7,500. The unemployment rate 
in Massac County before Harrah’s began operations
was 9.5 percent. As of December 2001, the unemploy-
ment rate in Massac County was 4.4 percent. Harrah’s
faces competition from casinos in southeastern
Missouri and southern Indiana.

The Casino Queen is located in East St. Louis, Ill., in
St. Clair County. St. Clair County is relatively urban, as it
is located across the Mississippi River from the city of
St. Louis. The Casino Queen is the only casino located
in St. Clair County, but neighboring Madison County
has one casino, and there is an additional casino in St.
Louis City. The Casino Queen opened in July 1993
and employs 1,184 people, of whom 80 percent are

from St. Clair County. Total gambling revenue topped
$155 million in 2001. St. Clair County has a popula-
tion of 256,600, and total employment reached 108,000
at the end of 2001. Prior to the opening of the Casino
Queen, the unemployment rate in St. Clair County was
9.4 percent. Unemployment dipped to 5.9 percent at
the end of 2001.

As with Mississippi, statewide unemployment also fell
since the introduction of casino gambling. In 1993, the
average Illinois unemployment rate was 7.5 percent. The
unemployment rate dropped to 5.4 percent during 2001.
Again, county level employment changes may be due to
business cycle conditions as well as casino introduction.

Lee County, Iowa, has one casino—Catfish Bend,
which opened in November 1994. Lee County is a
rural county in southeast Iowa with a population of
37,313 and total employment of nearly 17,000. The
Catfish Bend casino employs 367 people. Forty-five
percent are from Lee County. The unemployment 
rate in Lee County was 3.7 percent in 1994 and fell 
to 3.3 percent during 2001. These figures are the same
for statewide unemployment in Iowa. Gambling rev-
enue from the Catfish Bend casino was $29 million
during 2001. Catfish Bend faces competition from
casinos in Peoria and Des Moines.

St. Louis County, Mo., is the final county examined.
Harrah’s is the only casino in St. Louis County, which
opened in March 1997. Harrah’s employs 2,050 people
(656 from the home county) and has annual revenue of
$270 million, ranking it first among Missouri’s 11 casi-
nos. Harrah’s faces direct competition from the Presi-
dent Casino in downtown St. Louis and the Ameristar
casino in neighboring St. Charles County. St. Louis
County is a suburban county surrounding the city of
St. Louis. St. Louis County has a population of around
1 million and employs roughly 541,000 people. The
unemployment rate in St. Louis County was 3.1 percent
in 1997 and 3.9 percent in 2001. The state of Missouri
experienced an increase in unemployment during the
same time period, rising from 4.2 percent in 1997 to
4.7 percent in 2001.

Summary statistics for each of the six counties are
shown in Table 8.

Household Employment Forecast Results

Warren and Tunica Counties, Mississippi
Actual and forecasted household employment for

Warren and Tunica counties in Mississippi are shown in
Figures 1 and 2. Recall that both are rural counties and
that casino gambling constitutes a major industry in
each county. The graphs reveal that employment in
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both counties significantly increased since the adoption
of casino gambling. There was a dramatic jump in
employment in Warren County in 1993 and 1994, the
two years in which new casinos began operations.
Since that time, employment growth has been relatively
flat in Warren County. Employment in Tunica County
has grown steadily since the first casino was introduced
in late 1992, reflecting the steady increase in the num-
ber of casinos in Tunica County throughout the mid to
late 1990s. Forecasted employment reveals that
employment would have decreased slightly in Warren
County without casino gambling, but Tunica County
employment would have increased slightly throughout
the 1990s without casino gambling.

As of December 2001,Tunica County household
employment increased by 3,144 since the introduction
of the first casino, while the population increased by
1,172. Warren County employment increased by
4,225 since the introduction of the first casino, while
its population increased by 910. As a result, the
employment-to-population ratios for both counties
have increased (Table 8) since the introduction of casi-
no gambling.30 The employment-to-population ratio
increased by nearly 29 percentage points in Tunica
County and by more than 7 percentage points in
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TABLE 8 – CASINO COUNTY STATISTICS

Warren Tunica Massac St. Clair Lee St. Louis 
County, Miss. County, Miss. County, Ill. County, Ill. County, Iowa County, Mo.

Casino Employment 2,443 12,689 883 1,184 367 2,050

Number of Casinos in County 4 9 1 1 1 1

County Employment 25,030 5,636 7,665 108,270 16,708 540,981

County Population 49,343 9,635 15,081 256,599 33,313 1,015,417

Percent (Number) of Casino 

Employees from Home County 75 (1,832) 30 (3,807) 44 (389) 80 (947) 45 (165) 32 (656)

County Unemployment rate—

pre-Casino (%) 8.8 10.7 9.5 9.4 3.7 3.1

County Unemployment rate—

post-Casino (%) 4.2 7.1 4.4 5.9 3.3 3.9

State Unemployment rate—

pre-Casino (%) 8.2 8.2 7.5 7.5 3.7 4.2

State Unemployment rate—

post-Casino (%) 5.5 5.5 5.4 5.4 3.3 4.7

Employment/Population Ratio—

pre-Casino 0.430 0.302 0.381 0.400 0.477 0.534

Employment/Population Ratio—

post-Casino 0.507 0.591 0.509 0.418 0.449 0.531

Date of First Casino Opening 2/1993 8/1992 2/1993 7/1993 11/1994 3/1997

NOTE: See text for casino pre- and post-dates.  All employment data are from December 2001 and population data are 1999.  Home county casino
employment was obtained from contacting casinos.  For multiple casinos in a county, the above figure represents the county average.



Warren County. Casino employment in Tunica County
is greater than the population of the county; so, the
bulk of employees who work in Tunica casinos live
outside of the county. In Warren County, total casino
employment for residents is about 1,800, but the
increase in employment since casino introduction was
nearly 5,000 with little change (910) in population.
This suggests that during the sample period there was
employment growth in Warren County outside of the
casino industry

Massac and St. Clair Counties, Illinois
Figures 3 and 4 show actual and forecasted employ-

ment for Massac and St. Clair counties in Illinois.
St. Clair County employment is highly volatile. In a
county with more than 250,000 people and household
employment near 108,000, the exact impact of one casino
on local employment is hard to determine, given the
relative smallness of casino employment to total employ-
ment and the volatility of overall county employment.
Prior to 2000, actual and forecasted employment trended
upward. Beyond this point, however, actual employ-
ment fell below the forecasted decrease in employment.
Total employment has risen by 1,601 since the intro-
duction of the casino (1,184 casino employees, 947 
from St. Clair County), but the population of St. Clair
County has decreased nearly 7,500. As a result, the
employment-to-population ratio has increased slightly
from pre-casino dates (1.7 percentage points). It thus
appears that casino gambling has not hurt St. Clair
County employment, but the volatility of total employ-
ment and the loss in population leads one to question
the overall ability of one casino to maintain or foster
employment growth in an urban area.

Employment in rural Massac County markedly
increased at the time Harrah’s began operations and has
increased steadily since that time. Without the introduc-
tion of casino gambling, employment is forecasted to have
decreased at a rate of about five jobs per month. By the
end of 2001, actual employment was higher than fore-
casted employment, but the growth in actual employment
has been relatively slow since the introduction of casino
gambling. Employment increased by 1,927 since the
introduction of casino gambling (which employs 389
people from Massac County), and the population of
Massac County increased by 18. As a result, the employ-
ment-to-population ratio increased nearly 13 percentage
points since the introduction of casino gambling.

Lee County, Iowa
Forecasted and actual employment for rural Lee

County, Iowa, are shown in Figure 5. Actual employ-

ment remained relatively constant around the time the
Catfish Bend casino began operations, but has steadily
decreased since that time. Forecasted employment con-
tinues a gradual increase since the date of casino intro-
duction. At the end of 2001, Lee County had lost
1,846 jobs since the casino began operations and expe-
rienced a population decrease of 1,652. As a result,
the employment-to-population ratio decreased by nearly
3 percentage points since the casino was introduced.
Unlike rural counties such as Massac County, Ill., and
Tunica and Warren counties in Mississippi, the intro-
duction of casino gambling in Lee County has not led
to an increase in employment. It is possible, however,
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that the introduction of casino gambling has slowed the
decrease in employment and population in Lee County.

St. Louis County, Mo.
St. Louis County’s total household employment is

nearly 550,000 and, like urban St. Clair County, it was
quite variable during the sample period, as seen in
Figure 6. The impact of one casino employing 2,050
people, of whom only 32 percent are from St. Louis
County, cannot be accurately inferred from the data.
Employment continued to fall after the casino was
introduced, but then increased slightly above forecasted
levels in 2000. It is likely that Harrah’s has created
some jobs in St. Louis County, but the direct impact of
the casino on total employment is masked by highly
variable total employment and the relatively small
employment contribution made by a single casino.

Employment Changes by Sector
Sector employment changes before and after casino

introduction for each of the six counties are shown in
Tables 9 through 14. For each county, service sector
employment excludes casino employment, which is 
listed as a separate sector. Recall that changes in sector
employment cannot be directly compared with house-
hold employment changes in the previous section
because the two employment measures are different.

Warren and Tunica Counties, Mississippi
Warren County, Miss., (Table 9) experienced a large

increase in manufacturing, service and construction
employment since the introduction of casino gambling,
which constitutes 36 percent of the total increase in payroll
employment. The increase in manufacturing employment
is quite large, given the national decrease in manufactur-
ing employment during the 1990s. Moderate decreases
in retail trade and financial employment occurred within
the county during the same time period. Because casino
gambling is a relatively large industry in Warren County,

the findings suggest that the increase in service and con-
struction sector employment and the decrease in retail
trade employment may be attributed to casino gambling.

Tunica County, Miss., (Table 10) had employment
increases in all five sectors, with the largest increase in
the service sector. Given that casino gambling is the
predominant industry in Tunica County, the data in
Table 10 suggest that employment increases in the vari-
ous sectors can be attributed, in large part, to the intro-
duction of casino gambling. Overall payroll employment
increased by more than 1900 percent since casino gam-
bling was introduced in 1992, of which a large portion
of this increase (82 percent) is attributed to casino
employment.

Massac and St. Clair Counties, Illinois
Massac County, Ill., (Table 11) experienced an

increase in service and financial employment, but a
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TABLE 9 – WARREN COUNTY, MISS., PAYROLL
EMPLOYMENT CHANGES BY SECTOR

Sector Employment—Initial Employment Employment 
Casino Opening December 2001 Gain or Loss

(% change)
Manufacturing 3,408 5,090 1,682 (49.4)

Retail Trade 3,926 2,932 -994 (-25.3)

Services 4,114 7,674 3,560 (86.5)

Financial 597 487 -110 (-18.4)

Construction 363 590 227 (62.5)

Casino(s) ---- 2,443 2,443

TOTAL GAIN OR LOSS 6,808 (54.9)

NOTE: Date of first casino opening is listed in Table 8.  Service sector
employment excludes casino employment.

DATA SOURCES: 1993, 1997 data from County and State Quick Facts,
County Business Patterns (www.census.gov); 1992, 1994 data from
GovStats-USA counties; (http://govinfo.kerr.orst.edu/php/commerce/
state/show.php); 2001 data from Economic Census, County Business
Patterns (www.census.gov)

TABLE 10 – TUNICA COUNTY, MISS., PAYROLL 
EMPLOYMENT CHANGES BY SECTOR

Sector Employment—Initial Employment Employment 
Casino Opening December 2001 Gain or Loss

(% change)
Manufacturing 375 614 239 (63.7)

Retail Trade 204 374 170 (83.3)

Services 123 2,441 2,318 (1884.5)

Financial 77 99 22 (28.6)

Construction 15 60 45 (300.0)

Casino(s) ---- 12,689 12,689

TOTAL GAIN OR LOSS 15,483 (1950.0)

NOTE: See footnote in Table 9.



decrease in other sectors. With casino gambling, payroll
employment increased nearly 40 percent. Casino gam-
bling provides the largest contribution to increases in
total payroll employment in Massac County (87 per-
cent). Without casino gambling, the gain in total pay-
roll employment in Massac County would have only
been roughly 130 people.

Casino gambling in St. Clair County, Ill., (Table 12)
contributed to roughly 10 percent of the gain in payroll
employment since casino gambling was introduced.
Service, financial and construction employment all
increased by an average of 43 percent, but manufac-
turing and retail trade decreased by 8 percent and 
29 percent, respectively. The employment impact of
casino gambling is much smaller than changes in 
other sectors, but it still contributes moderately to 
net changes in total payroll employment.

Lee County, Iowa
Without casino gambling, Lee County, Iowa (Table

13), would have experienced an overall decrease in pay-
roll employment since the period of casino introduc-

tion. While service and financial employment increased
during the sample period, these increases were met by
larger decreases in manufacturing, retail trade and con-
struction employment, resulting in the loss of 343 jobs.
Casino employment of 367 provided a net gain of 
24 jobs in Lee County. Household employment and
population fell for Lee County, but payroll employment
remained relatively constant since the casino was intro-
duced. This suggests that either some of the original
population in Lee County moved outside of the county
and continues to work in Lee County or more residents
of neighboring counties now work in Lee County.

St. Louis County, Mo.
Like St. Clair County in Illinois, the casino industry is

a relatively minor employer in St. Louis County, Mo.,
(Table 14). However, the 2,050 casino jobs contributed
to roughly 12 percent of the increase in total payroll
employment in St. Louis County (compared with 11
percent in urban St. Clair County). Large decreases 
in manufacturing and retail trade occurred, but these
decreases were met with slightly larger increases in 
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TABLE 11 – MASSAC COUNTY, ILL., PAYROLL
EMPLOYMENT CHANGES BY SECTOR

Sector Employment—Initial Employment Employment 
Casino Opening December 2001 Gain or Loss

(% change)

Manufacturing 736 638 –98 (–13.3)

Retail Trade 695 353 –342 (–49.2)

Services 874 1,379 505 (57.8)

Financial 108 198 90 (83.3)

Construction 126 100 –26 (–20.6)

Casino(s) ---- 883 883

TOTAL GAIN OR LOSS 1,012 (39.9)

NOTE: See footnote in Table 9.

TABLE 12 – ST. CLAIR COUNTY, ILL., PAYROLL
EMPLOYMENT CHANGES BY SECTOR

Sector Employment—Initial Employment Employment 
Casino Opening December 2001 Gain or Loss

(% change)

Manufacturing 7,318 6,724 –594 (–8.1)

Retail Trade 18,154 12,872 –5,282 (–29.1)

Services 25,922 39,102 13,180 (50.8)

Financial 3,158 4,274 1,116 (35.3)

Construction 2,626 3,927 1,301 (49.5)

Casino(s) ---- 1,184 1,184

TOTAL GAIN OR LOSS 10,905 (19.1)

NOTE: See footnote in Table 9.

TABLE 13 — LEE COUNTY, IOWA, PAYROLL
EMPLOYMENT CHANGES BY SECTOR

Sector Employment—Initial Employment Employment 
Casino Opening December 2001 Gain or Loss

(% change)

Manufacturing 5,991 5,130 –861 (–14.4)

Retail Trade 3,144 2,057 –1,087 (–34.6)

Services 3,573 5,229 1,656 (46.3)

Financial 482 558 76 (15.8)

Construction 796 669 –127 (–16.0)

Casino(s) ---- 367 367

TOTAL GAIN OR LOSS 24 (0.17)

NOTE: See footnote in Table 9.

TABLE 14 — ST. LOUIS COUNTY, MO., PAYROLL
EMPLOYMENT CHANGES BY SECTOR

Sector Employment—Initial Employment Employment 
Casino Opening December 2001 Gain or Loss

(% change)

Manufacturing 97,608 59,048 -38,560 (-39.5)

Retail Trade 113,407 74,170 -39,237 (-34.6)

Services 207,947 287,982 80,035 (38.5)

Financial 45,162 49,869 4,707 (10.4)

Construction 32,087 39,876 7,789 (24.3)

Casino(s) ---- 2,050 2,050

TOTAL GAIN OR LOSS 16,784 (3.38)

NOTE: See footnote in Table 9.



service, financial and construction employment. Thus,
even though casino gambling may be a minor industry
in urban areas, casino gambling can make up a signifi-
cant portion of net payroll employment gains or losses.

Summary
Determining the exact impact of casino gambling on

local employment involves an examination of employ-
ment changes in the local area before and after the
introduction of casino gambling. In three of four cases,
it appears that rural counties that adopt casino gam-
bling experience increased household and payroll
employment as a direct result. This seems to be true

even though casino employment is dispersed over sev-
eral counties rather than just the home county, and
employment gains are much greater in rural counties
that have adopted casino gambling as a major or pre-
dominant industry. It is harder to detect the impact 
of casino gambling in more metropolitan counties since
employment is highly variable in these counties and
casino gambling constitutes a small portion of total
employment. However, casino gambling in urban areas
can clearly constitute a significant portion of net payroll
employment gains or losses even though casino gam-
bling is a minor industry in urban areas.
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V.  Success or Failure? 

Whether casinos have been a successful tool for eco-
nomic growth is a difficult question to answer, and the
findings for one county or city cannot be generalized
for the country as a whole.

The economic view of casino taxes is they cannot be
counted as a benefit to society. Casino taxes simply
result in allocation of income from one group to
another. The subjective issue regarding casino taxes is
where society values casino tax dollars the most. For
example, some might say that casino tax revenue used
for education is a net benefit to society because the
education benefits outweigh the costs to casino opera-
tors. Conversely, others may argue that it is better if the
potential tax dollars stay with casino operators in order
to increase investment and economic growth. While
local officials often promote casino tax revenue as a
benefit to the local area, casino tax revenue is not new
money and results in a loss of income and investment 
to casino operators. When officials claim tax revenue 
is a benefit to the local area, they are suggesting that a
dollar of reallocated casino tax revenue has a greater
benefit than if the dollar stayed with the casino. Every
community dealing with casino gambling must evaluate
where it most values casino revenue.

The employment effects of casino gambling are also
difficult to quantify. Casino employment is not always
synonymous with economic growth and development.
Casino jobs only lead to economic development if they
create a greater value to society. Casino gambling may
reduce employment in other local industries as a result 
of cannibalizing these industries. The degree of potential
cannibalization depends upon the origin of the bulk of
casino patrons. In addition, the casino may draw labor
from outside of the local area, thus leaving local employ-
ment conditions unchanged if this labor does not relocate
to the local area. Local officials and the public need to
understand from where a casino will draw its workforce.

One potential cost of casino gambling not men-
tioned thus far is gambling addiction and crime. There

have been numerous studies suggesting casino gambling
is responsible for increased gambling addiction and
crime rates.31 Casino gambling may lead to increases
in suicide rates, theft and bankruptcies, as well as
increased expenditures on related social services. Many
of these studies make different assumptions regarding
what should be counted as a benefit and a cost, but one
quantitative study conducts a cost-benefit analysis and
estimates that casino gambling has a net social cost of
$156 per person. However, many cost-benefit studies
can be subjective, and the methodology can be struc-
tured to achieve results that support the author’s position
on casino gambling. Regardless, each community with a
casino or contemplating the introduction of casino gam-
bling should be aware of these studies and their assump-
tions and conduct their own cost-benefit analysis rather
than relying on results from different communities.

In summary, several issues should be evaluated by
communities and their public officials:

• Understanding that casino tax revenue is not new
money to society and that there is cost and benefit to
taxing casino revenue. Do casino dollars create a
greater benefit if kept in the hands of casino owners, or
does the earmarking of casino tax dollars to state and
local programs generate a greater benefit?  

• Understanding employment and economic devel-
opment. While casinos do generate jobs, it is possible
that these jobs come at the expense of other jobs in the
local area. Economic development only occurs if there
is a net increase in local employment due to the casino
(household versus payroll employment changes).

• Studying the impact of a casino on existing busi-
nesses. Is this something that should be of concern?
An understanding of where casino gamblers will come
from may provide insights into what businesses, if any,
may be affected by the casino.

• Assessing whether casinos really generate social
costs due to crime and addiction. If so, how should
these costs be measured?



VI.  Conclusion

This report provides an overview of the casino indus-
try and a detailed discussion of the major issues sur-
rounding casinos and economic development. The
impact of casino gambling on local employment is
explored through the use of forecasting models. Finally,
the report discusses how one should evaluate the success
or failure of casino gambling.

One question is how much the industry will grow in
the future. The current budget crises facing state and
local governments may force a further expansion of
casino gambling across the country. There is little evi-
dence that the industry has reached the saturation
point—a “build it and they will come” attitude cur-
rently pervades the industry. While the evidence here
suggests that counties that adopt casino gambling as a
major industry are likely to see large employment gains,
this is not to suggest that every county can become like

Tunica, Miss. Attitudes regarding the spread of casino
gambling in a given local area, costly industry regulation
and increasing casino competition may hinder the
growth of gambling in rural areas.

In addition, the degree to which state and local gov-
ernments rely on casino revenue raises the question of
whether the casino industry is recession-proof. One
would expect that the growth of the casino industry is
contingent upon economic conditions, and if the
industry is highly procyclical then casino revenues may
do little to lessen the budgetary impacts of an econom-
ic slowdown. The fact that many casino states are fac-
ing budget crises similar to non-casino states suggests
this may be true. However, little research has been
done on this issue. Regardless of what the future
holds, there is little doubt that casinos are here to stay
and that more communities will be faced with the
decision to adopt casino gambling.
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Appendix

Data and Empirical Methodology for 
Forecasting Models

Seasonally adjusted monthly household employment
was obtained for each of the six counties during the 
period January 1986 to December 2001 from the U.S.
Bureau of Labor Statistics. Because most of the six 
counties introduced casino gambling in the early to
mid 1990s, the length of the data series was chosen to
ensure an adequate sample of observations pre- and
post-casino adoption.

The behavior of the employment data series for each
county prior to casino adoption (see Table 8 for casino
opening dates) was captured using ARMA(p,q) model-
ing.32 AR refers to the autoregressive component
(lagged values of the dependent variable—employment
in this case), and MA stands for moving average (lagged
values of the forecast error). The number of AR terms
(or lags) is denoted by p, and the number of moving
average terms (or lags) is denoted by q.33 The ARMA
models used, therefore, model employment in current
time t as a function of employment in time t-1 to time
t-p and forecast errors in time t to time t-q.34

Several criteria are used to determine the appropriate
number of AR and MA terms (termed model order)
for each employment series.35 The appropriate ARMA
models are:Tunica County ARMA (2,1), Massac
County ARMA (1,0),Warren County ARMA (2,0),
St. Clair County ARMA (1,4), Lee County ARMA
(1,0) and St. Louis County (1,2).

These models were estimated for each county over
the sample range January 1986 to the month prior to
the introduction of casino gambling.36 Visual inspec-
tion of the St. Louis County and St. Clair County
employment series revealed business cycle effects, (i.e.,
large peaks and troughs in each employment series).
No discernable effects were present for the four rural
counties. To capture these effects in the empirical
models, the coincident index for both Missouri and
Illinois was included as a variable in the respective
ARMA model.37

Estimates were obtained for each of the AR and MA
terms, and the coincident index terms if applicable.38

Using these estimates, employment was then forecasted
dynamically from the month of casino adoption through
December 2001.39 Comparing this forecasted employ-
ment with actual employment since the beginning of
casino operations allows an examination of any changes
in employment since the introduction of casino(s).

Endnotes

1 These values and all revenue values in this report are revenue
to the casino after subtracting player winnings. In comparison,
38 state lotteries generated nearly $38 billion in 2001; pari-
mutuel horse and greyhound racing generated more than
$3.25 billion (legal in 43 states) and $550 million (legal in 
15 states), respectively.

2 From the American Gaming Association
(www.americangaming.org).

3 West Virginia, Delaware, Rhode Island, Louisiana, Iowa and New
Mexico offer video lottery terminals (VLTs) and slot machines
as part of their state lotteries. These outlets (sometimes called
racinos) are usually located at pari-mutuel racetracks and are run
by the state and therefore not considered corporate casinos. The
revenue from these outlets (roughly $500 million annually) is
part of each state’s overall lottery revenue.

4 Indian tribes use gambling revenue from their casinos to foster
economic development on their reservations. Economic
development from corporate casino gambling, however, has 
the potential to affect a much greater population.

5 States have negotiated payments from tribes in return for cer-
tain services such as security and maintaining and improving
highway access to casinos.

6 All data presented in this report are from the following
sources: Bear Stearns 2002-2003 North American Gaming
Almanac, Huntington Press, Las Vegas; The National Gambling
Impact Study Commission’s Final Report (www.casino-gambling-
reports.com/GamblingStudy/); the American Gaming
Association (www.americangaming.org); and each state’s 
gaming commission.

7 In many cases, the riverboat casinos are “fixed in dock,”
meaning they cannot move freely along a river.

8 For example, see Keith McBee. “A Review of the Literature
of Casino Economic Impacts and Some Local Predictions.”
Casino Forum Reports, University of Wisconsin Colleges—
Marathon.

9 Economists often measure the financial burden of an activity
with the income elasticity of demand for that activity. An
income elasticity less than 1 means that a certain percentage
change in income results in a smaller percentage change in
quantity demanded, whereas an income elasticity greater than
1 means that a certain percentage change in income results in
a greater percentage change in quantity demanded. An income
elasticity less than 1 suggests lower-income individuals bear 
a greater burden, whereas an income elasticity greater than 
1 suggests higher-income individuals bear a greater burden.

10 Daniel Suits. “Gambling Taxes: Regressivity and Revenue
Potential.” National Tax Journal, vol. 30, no. 1 (March 1977):
19-35.

11 Paul Mason, Stephen Shapiro and Mary Borg. “Gaming Tax
Incidence for Three Groups of Las Vegas Gamblers.” Applied
Economics, vol. 21, no. 9 (September 1989): 1267-77.

12 Slot machines in the past used gears and other mechanical
means to determine the play outcome. For a more detailed
discussion of the mechanics of slot machines,
see www.wizardofodds.com/games/slots.

13 A description of all casino table games can be found 
at www.wizardofodds.com

14 Bear Stearns 2002-2003 North American Gaming Almanac,
page 605.

15 Much of the discussion in this section is taken from “Casinos
and Economic Development” by Thomas Garrett, appearing 
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in the Winter 2002-2003 issue of Bridges, published by the
Federal Reserve Bank of St. Louis.
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