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Introduction

 May 2018, The Supreme Court ruled against PASPA, 
allowing states governance over sports gambling

 Sports gambling can provide a new revenue stream 
for states, but what other economic and fiscal 
impacts might it have?

 The REMI Tax-PI model can provide rigorous insights
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Key Terms

 Handle: The amount wagered, or amount bet

 Gaming revenue: Also referred to as gross gaming 
revenue, net win, or GGR, refers to the amount 
retained by the sports betting operation after 
payment of prizes 
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Legal History of US Sports 
Gambling

 Professional and Amateur Sports Protection Act of 
1992 (PASPA)

 Federal law outlawing sports betting for 46 states

 Sports lotteries in Oregon, Delaware, and Montana 
and licensed sports pools in Nevada were exempt

 Murphy v. National Collegiate Athletic Association
2018

 May 14, 2018: The Supreme Court determined PASPA 
was unconstitutional in a 6-3 decision
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Legal Sports Betting 
Industry

 Nevada Gaming Control Board announced $248.8 
million in state revenue for 2017, with a record 
$4.8 billion circulated in sports betting

 Nevada GGR averages to $42 per Las Vegas local

 These revenue gains can cover highway construction, 
social security payments, and infrastructure repairs

Source: American Gaming Association, 
May 2017
Legal Sports Report, January 2018
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Illegal Sports Betting 
Industry

 In 1999, the National Gaming Impact Study 
Commission estimated $80 - $380 Billion being 
wagered

 Gross gambling revenue (GGR) of $4.8 - $22.8 
Billion for sports betting bookies and websites

 Ernst & Young consumer survey in 2015

 28% of US adults (69 million people) bet on sports

 Average of $1,554 per bettor annually 

 Estimate of $107 Billion of sports betting wagers

Source: American Gaming Association , 
May 2017
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Sports gambling in the UK

 Compared to the US

 UK has retail and online gaming, and a tax rate of 15% 
on GGR 

 More accepted gambling culture by the general public 
than in the US

 Currently regulated under the 2005 Gambling Act

Source: USA Today, 6/8/2018
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Sports gambling in the UK 
(cont.)

 Additional Metrics from the UK Gambling 
Commission

 Total online gambling population in the UK is 
estimated at 2.1 million customers

 Nearly $20 billion wagered and 1.039 billion in tax 
revenue ($2017 US)

 UK sports betting has a 15% tax rate on GGR and 
sports betting GGR is approximately $45 per adult

Source: New York Times, 5/14/18
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Takeaways

 Sports betting now legal in the US, but analysis of 
it’s effects is a complicated issue 

 Not a large enough number of states to 
approximate a national value

 The states with legal sports gambling face many 
confounding factors, like gamblers from other states

 Delaware and Nevada are very different states

 Other countries have wildly different laws and tax 
rates
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Takeaways (continued)

 We are left with lots of rollout questions

 Will sports gambling take away from other gambling 
markets?

 What will happen to states that legalize gambling? To 
those that don’t? Interaction effects?

 Where will state revenues from gambling be invested? 
Where will the money be the most effective?

 To answer these questions, we need a common 
framework for our discussion
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Simulation Overview

 Increased sales in Gambling & related sectors

 More GGR can accrue within the state

 Less spending leaving the state/country

 Part of measured increase already exists illegally in-state

 E.g., bookies, office pools

 Increase in sports betting activity (E&Y ‘16)

 Some reallocation of spending away from other goods

 Increase in sales for sporting events, food, hotels

 Increased state revenue, allows increase in spending

 Tax on GGR
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Modeled Scenarios

Scenario 1: Low convenience, low tax rate

• Betting permitted only in Brick and Mortar casinos

• GGR is taxed at 6.75%

Scenario 2: Moderate convenience, base tax rate

• Brick and Mortar locations extended to gas stations and convenience 
stores

• GGR is taxed at 10%

Scenario 3: High Convenience, High Tax

• Brick and Mortar and online betting

• GGR is taxed at 15%
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Simulation Overview

 Analyze 10-year period

 Will show:

 Economic impacts

 Dynamic revenue impacts

 Total government spending impacts

 Use Tax-PI balanced budget tool



Comprehensive Model Structure
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Tax-PI Structure
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Two Examples

 Kentucky – “No casino” State

 Connecticut – “Casino” state
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Kentucky

Infrastructure
 Six horse race tracks with legal 

gambling

 State Lottery

 Illegal to Build Casinos
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Kentucky – Moderate Convenience:
Population & Employment Impacts

 Brick and Mortars, Gas Stations, Convenience Stores

 $93.6 million increase in GGR, 10% tax rate



what does REMI say? sm

Kentucky – Moderate Convenience:
GDP & Disposable Income Impacts

 Brick and Mortars, Gas Stations, Convenience Stores

 $93.6 million increase in GGR, 10% tax rate
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Kentucky – Moderate Convenience:
State Budget Impacts

 Brick and Mortars, Gas Stations, Convenience Stores

 $93.6 million increase in GGR, 10% tax rate
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Connecticut

Infrastructure

 Two Native American 
Casinos

 Foxwoods: 2nd largest casino 
in the US

 Mohegan Sun: 3rd largest in 
US

 State Lottery
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Connecticut – Low Convenience:
Population & Employment Impacts

 Brick and Mortars only

 $139.5 million increase in GGR, 6.75% tax rate
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Connecticut – Low Convenience:
GDP & Disposable Income Impacts

 Brick and Mortars only

 $139.5 million increase in GGR, 6.75% tax rate
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Connecticut – Low Convenience:
State Budget Impacts

 Brick and Mortars only

 $139.5 million increase in GGR, 6.75% tax rate
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Conclusions

 Increased GGR for in-state gambling establishments 
is main driver of positive economic impacts

 Increased economic activity in the private sector 
raises state revenues over and above direct GGR tax

 By 38-57% in KY scenario, up to 20% in CT scenario

 Tax-PI allows state-specific expenditures to rise 
given total revenue increase

 These expenditures generate increased growth as they 
are fed back into the economy
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Additional Questions

 Economic impact of online sports betting

 Market cannibalization among different gambling 
types?

 To what extent will people switch from illegal to 
legal gambling?
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