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PREFACE 

The New York State Leg is la tu re  has passed the  f i r s t  reading o f  a  

proposed c o n s t i t u t i o n a l  amendment which would de le te  the  c o n s t i t u t i o n a l  

p r o h i b i t i o n s  against  gambling, provided t h a t  the  new gambling a c t i v i t i e s  

a r e  c a r r i e d  o u t  by the  State government o r  a  Pub l ic  Benef i t  Corporat ion. *. 
The Leg is la tu re  d i rec ted  t h a t  the  State Gambling Commission produce a  

study f o r  t he  use o f  the  Leg is la tu re  i n  i t s  considerat ion o f  t he  second 

reading o f  t h i s  proposed c o n s t i t u t i ~ n a l  amendment. This repor t  was pre- 

pared t o  a s s i s t  t h e  New York Sta te  Gambling Commission i n  ca r ry ing  out  

i t s  r e s p o n s i b i l i t y  t o  the Sta te  Leg is la ture .  

The p o i n t  o f  view we have taken, therefore, i s  t h a t  o f  a 

State Leg is la to r ,  who i n  t h i n k i n g  zbout the  proposed amendment asks, 

"What new k inds o f  lega l  gambling might we want t o  have 

amendment were passed?" tie needs t o  look a t  the  various 

i n  s u f f i c i e n t  d e t a i l  and depth so tha t  they are  not cons 

i f the  proposed 

k inds o f  gambl 

idered as mere 

hypothet ica l  

g e n e r a l i t i e s ,  but as reasonably concrete programs whose o u t l i n e s  a r e  

c l e a r  enough so t h a t  the  impl ica t ions 'can be f a i r l y  evaluated. ' But he i s  

not  cgncerned w i t h  d e t a i l s  o r  problems o f  implementation. 

L i k e  most p o l i c y  studies, t h i s  one was done w i t h  a  sharply l i m i t e d  

budget and i n  a  shor t  space of t ime. For many o f  the  questions t h a t  a  

thoughful l e g i s l a t o r  would l i k e  t o  have answered, no r e l i a b l e  o r  p rec ise  

answer i s  ava i l ab le .  Our attempt has been t o  address a l l  the  important 

quest ions and t o  g i ve  as good an est imate o r  op in ion  as we could on the  

basis o f  our  work and thought. We have t r i e d  t o  s t a t e  our  views c l e a r l y  

and f o r c e f u l l y  so the reader can f o l l o w  them e a s i l y ,  but we should 
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emphasize here t h a t  there  i s  a great  deal o f  unce r ta in ty  about many o f  

t he  issues, fac ts ,  and p ro jec t i ons .  

I n  t h i s  repor t  we have made many est imates of c r im ina l  a c t  

inc lud ing cor rupt ion .  Th is  study has not  been an i n v e s t i g a t i v e  

i v i  t ies, 

.study and 

we have no evidence t h a t  any i nd i v idua l  i s  c r im ina l  o r  co r rup t ,  much less  

s u f f i c i e n t  evidence t o  i n d i c t  o r  conv ic t  any one o f  a crime. Neverthe- 

less,  we be l i eve  t h a t  i t  i s  appropr ia te  t o  g i v e  our best  judgment about 

the  ex tent  of cr ime and cor rupt ion .  The appropr iate standards of proof 

and evidence a re  e n t i r e l y  d i f f e r e n t  f o r  p o l i c y  judgments than they a r e  

f o r  ac t i ons  against  i nd i v idua ls .  I f  "everybody" knows t h a t  many p o l i c e -  

men and some judges and d i s t r i c t  a t to rneys  a r e  cor rupt ,  i t  would be 

f o o l i s h  t o  a c t  as if t h a t  were no t  t rue,  merely because lega l  proof i s  

important t o  avoid and 

r e c t  ion. One must make 

l y ,  t he  best response 

t o  t h i s  i s  t o  hedge against  uncer ta in ty .  We be l ieve t h a t  t he  matters 

not ava i l ab le .  As w i t h  any o ther  quest ion, i t  i s  

t o  take precautions against  mistakes i n  e i t h e r  d i  

p o l i c y  decis ions knowing the  f a c t s  o n l y  imperfect 

t h a t  we have described here as fac ts ,  w i t h  the  q u a l i f i c a t i o n s  t h a t  we have 

given, represent reasonable c o ~ c l u s i o n s  f o r  a p o l i c y  maker t o  use i n  

t h i n k i n g  about the  basic p o l i c y  quest ions o f  s t ra tegy  i n  t h i s  area now 

fac ing  the  State. It i s  not  reasonable f o r  somebody t o  chal lenge our  

statements by saying "can you prove i t ? "  If t h i s  quest ion i s  asked, the  

appropr ia te  response by the  p o l i c y  maker i s ,  "do you have a s i g n i f i c a n t l y  

d i f f e r e n t  set  o f  f a c t s  f o r  which you t h i n k  there  i s  b e t t e r  evidence?" 

I f  t h e  "facts" as we describe them a re  the  most l i k e l y ,  on the  basis o f  

l i m i t e d  information ava i l ab le ,  t h a t  i s ,  i f  no one can g i ve  reason f o r  

t h i n k i n g  t h a t  o ther  f a c t s  a re  more l i k e l y ,  then these f a c t s  ought t o  be 

used as a basis fo r  t h ink ing  through the  problem. 



I. INTRODUCTION 

The i n t e r a c t i o n  o f  a small number of  bas ic  p o l i c y  p o s i t i o n s  w i l l  

determine most people 's  conclusions about the  p o s s i b i l i t y  o f  the exten- 

t i o n  o f  l ega l i zed  gambling i n  New York State. I n  t h i s  i n t r o d u c t i o n  we 

w i l l  t r y  t o  present these main p o i n t s  of  v iew and i nd i ca te  how we be l i eve  

they lead t o  conclusions about t he  var ious  major types o f  p o t e n t i a l  lega l  

gambling i n  the  State. I n  the  body of  the  repo r t  we w i l l  go i n t o  some 

o f  the nuances and complexi t ies,  as we l l  as p rov id ing  fac tua l  and 

a n a l y t i c a l  ma te r i a l .  While some o f  the  nuances a re  c r i t i c a l  f o r  reaching 

l e  t o  t a l k  

l y ,  thrcc. 

sound p o l i c y  judgments, we a l s o  t h i n k  i t  i s  necessary t o  be ab 

1 i n  the more summary way presented i n  t h i s  i n t roduc t i on .  Broad 

sets o f  concerns can be d is t ingu ished:  the m o r a l i t y  and socia 1 impact o f  

! 
gambling -.-- per  - se; the  economic issues r e l a t e d  t o  i t  i nc lud ing  i t s  revenue 

p o t e n t i a l ;  and i t s  impact on the  c r im ina l  j u s t i c e  problem. (These con- 

cerns a r e  o u t l i n e d  i n  the m a t r i x  shown a t  the  end of  the  i n t roduc t i on . )  

A .  Gambling and M o r a l i t y  

People's moral a t t i t u d e s  about gambling can u s e f u l l y  be d i v ided  i n t o  

the  f o l l o w i n g  categor ies:  

a. Gambling i s  as acceptable as any o the r  rec rea t i ona l  behavior.  
(Therefore i t  i s  des i rab le  t o  increase the lega l  o p p o r t u n i t i e s  
avai  l a b l e  f o r  the gambl ing  t h a t  people want t o  do.) 

b. Gambling i s  r e l a t i v e l y  innocuous, but co r rup t i on  tends t o  
accompany .it. The Sta te  should have a monopoly o f  l ega l  
gambling i n  order  t o  p r o t e c t  b e t t o r s  and t o  appropr ia te  the  
p r o f i t s  f o r  s o c i a l l y  use fu l  purposes. 

c. 'Gambling i s  f o r  var ious reasons t a i n t e d  o r  undesi rable 
behavior.  I t  i s  no t  poss ib le  o r  no t  appropr ia te  f o r  t h e  
Sta te  t o  t r y  t o  prevent i t ,  but  t he  State should p r e f e r  t h a t  
t he re  be less  gambl ing  ra the r  than more. 



d. Gambling i s  p r e t t y  bad, but the  important t h i n g  i s  not  
necessar i l y  t o  minimize the  amount o f  gambling, but t o  
make c e r t a i n  t h a t  t he  State i t s e l f  i s  not  compromised 
by p a r t i c i p a t i n g  i n  the  gambling, o r  p r o f i t i n g  from i t .  

e. Gambling i s  bad, and i t  i s  important f o r  t he  State t o  
do every th ing  w i t h i n  reason t o  minimize the amount o f  
gambl i ng . 

B. Revenue 

Opposit ion t o  the  use o f  gambling as a way o f  r a i s i n g  money has th ree 

poss ib le  bases. 

a. Opposit ion, on moral grounds, t o  gambling o r  t o  the  Sta te  
involvement w i t h  gambling, and 

b. Be l ie f  t h a t  a d ispropor t ionate  share of t h e  money t h a t  
w i l l  be ra ised from gambling w i l l  come from poor people, 
and thus t h a t  gambling taxes o r  p r o f i t s  a r e  a "regressive" 
source of funds and the re fo re  not  a des i rab le  component o r  
a d d i t i o n  t o  the  S ta te ' s  revenue. 

c. A q u i t e  d i f f e r e n t  ob jec t i on  t o  the use o f  gambling t o  
r a i s e  money f o r  the  State i s  tha t  i t  may c o n f l i c t  w i t h  the  
c r ime- f igh t ing  purposes o f  l e g a l i z i n g  gambling. That i s ,  
maximizing p r o f i t  and maximizing cr ime f i g h t i n g  may lead 
i n  s l i g h t l y  d i f f e r e n t  d i rec t i ons .  

I n  the  repor t  we discuss the  p o t e n t i a l  revenue from gambling. There 

are  many uncer ta in t i es  and p o l i c y  choices involved. The State cannot 

make a major dent i n  i t s  budgetary problems by increasing lega l  gambl ing-- 

which now i s  producing over $200,000,000 per year f o r  the  government, 

p r i n c i p a l l y  from race t r a c k  bet t ing- -but  a s i zab le  increase, perhaps 

doubl ing o r  more, i s  possib le.  However, t he  amount o f  add i t i ona l  revenue 

depends on c a r e f u l  execut ion and the  revenue may we l l  have more d i s -  

advantage associated w i t h  i t  than i t  i s  worth. 

C. F igh t i ng  Organized Crime and Corrupt ion 

We do not  need here t o  enter  i n t o  a d iscussion of j u s t  how w e l l -  

organized o r  nationwide, "organized crime" i s .  By "organized crime" we 



mean groups of people who cooperate w i t h  each o ther  i n  a group o f  en ter -  

p r ises ,  some o f  which are  i l l e g a l ,  t o  such an ex tent  t h a t  i t  i s  e f f i c i e n t  

f o r  them t o  use p o l i t i c a l  power and co r rup t ion  o f  elements o f  t he  c r im ina l  

j u s t i c e  system t o  p ro tec t  t h e i r  i l l e g a l  businesses and t o  advance t h e i r  

l e g i t i m a t e  ones. The func t i ona l  t h rea t  t o  soc ie ty  comes from the  p u t t i n g  

together  o f  enterpr ises-  i n  ways which are  mutual ly  support ing and which 

permi t  the  e f f e c t i v e  use o f  co r rup t ion  on a long-term basis. Some o f  t he  
8 

operat ions may bo "v ic t im less  crimes" 1 i k e  gambl ing; p r o s t i t u t i o n ,  o r  

usury; o thers  a r e  completely c r im ina l  such as e x t o r t i o n ,  h i j ack ing ,  

murder, arson, etc. ;  o thers  such as t ruck ing ,  restaurant  supply services, 

e tc .  are i nhe ren t l y  l e g i t i m a t e  al though perhaps t i e d  i n t o  c r im ina l  opera- 

t i o n s  o r  employing i l l e g a l  business methods. A c o l l e c t i o n  o f  such en te r -  

p r i s e s  represents a much greater  t h r e a t  t o  soc ie ty  than ind i v idua l  o r  

single-purpose c r im ina l  e f f o r t s .  

Most important,  organized cr ime can a f f o r d  t o  manage the co r rup t ion  

o f  po l i ce ,  judges, and o ther  elements of the  c r im ina l  j u s t i c e  system i n  a 

massive and systematic way. Extensive and deep cor rupt ion  o f  the  c r im ina l  

j u s t i c e  system by organized cr ime e x i s t s  i n  a number o f  c i t i e s  o f  t h i s  

State. Th is  co r rup t ion  i s  a major impediment t o  more e f f e c t i v e  p o l i c e  

operat ions i n  a number o f  areas beyond those d i r e c t l y  a f fec ted.  The co r -  

r u p t i o n  o f  t he  p o l i c e  i n t e r f e r e s  w i t h  t h e i r  a b i l i t y  t o  ga in  community 

I 

support and t r u s t  necessary t o  c r im ina l  law enforcement. Therefore, one 

o f  the  major tasks i n  f i g h t i n g  cr ime o f  a l l  kinds, espec ia l l y  s t r e e t  

crime, i s  t o  a t t a c k  co r rup t ion  i n  the  c r im ina l  j u s t i c e  system. I n  o ther  

words, we be l i eve  there  would be good grounds f o r  the  New York State 

Leg is la tu re  t o  design any l e g a l i z a t i o n  o f  gambling p r i m a r i l y  as p a r t  o f  a 

program o f  f i g h t i n g  organized cr ime and cor rupt ion .  
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I l l e g a l  gambling i s  one o f  the  most important fac to rs  i n  the success . ? 

o f  organized crime as i t  now e x i s t s .  I t  i s  l i k e l y  t o  be the backbone o f  

new organized cr ime groups t h a t  w i l l  develop. Gambling f i ' t s  i n t o  

organized cr ime i n  the f o l l o w i n g  ways: 

a. I t  produces p r o f i t s  t h a t  a re  used t o  f inance o ther  en ter -  
p r ises ,  l ega l  and i l l e g a l ;  

b. I t  pays the  overhead and j u s t i f i e s  the  establishment o f  a 
s i zab le  organizat ion which can be and i s  used f o r  o ther  
i l l e g a l  a c t i v i t i e s ;  

c.  It supports and t o  some extent  j u s t i f i e s  the  co r rup t ion  
t h a t  p ro tec ts  o ther  i l l e g a l  a c t i v i t i e s  and i s  one o f  
the  basic elements of power o f  organized crime. 

Because gambling i s  a popular a c t i v i t y  t h a t  many people fee l  i s  a t  most 

t e c h n i c a l l y  i l l e g a l ,  es tab l i sh ing  co r rup t  r e l a t i o n s  t o  p ro tec t  gambling 

i s  eas ier  than p ro tec t i ng  o the r  crimes, but t he  cor rupt  r e l a t i o n s  

establ ished i n  connection w i t h  gambling very frequent 

o ther  en terpr ises  run by the corrupters.  

We w i l l  discuss i n  Chapter V sf t h i s  repo r t  how 

l y  s p i l l  over t o  

l ega l  gambling migh 

f i t  i n t o  an a t t a c k  on the  cur rent  problem o f  massive co r rup t ion  and l a r g e  

p r o f i t s  f o r  organized crime. Here we have t r i e d  o n l y  to describe the  

problem. 

D. Other Issues 

I n  a d d i t i o n  t o  t h  pol i c y  i ssue :s w i t h  resp ec t  t o gambl i ng 9 

gambling revenue, and f i g h t i n g  o r g a n i ~ e d  cr ime and cor rupt ion ,  specia l  

issues a re  ra ised by p a r t i c u l a r  types o f  gambling. Gambling on spo r t i ng  

events (other  than horse rac ing,  f o r  which there i s  now lega l  gambling 

both on- and o f f - t rack )  ra ises  problems about poss ib le  bad e f f e c t s  on the  

sports .  While i l l e g a l  gambling a l ready creates dangers ::o sports, some 

people oppose lega l  q;?mbl ing on sports  because the tot . - l l  volirme o f  b e t t i n g  



would increase and because the  Sta te  would become imp l ica ted  i n  the  

d i f f i c u l t  r e l a t i o n s h i p  between spor ts  and b e t t i n g .  

S i m i l a r l y ,  casinos r a i s e  specia l  issues i n  some people 's  minds which 

are  no t  ra ised by gambl ing  -- per se. Casinos a r e  spec ia l ,  t o  some degree, 

because : 

a. They a re  very v i s i b l e  (o f  course, OTB p a r l o r s  are, too) ;  

b. Many bets near even money produce f requent  wins by 
p layers,  much rebe t t i ng ,  and f a s t  a c t i o n ' a l l  which 
induce people t o  gamble more than they intended; 

c. There i s  l i t t l e  i l l e g a l  cas ino gambling i n  the  State 
today; and 

d. Experience i nd i ca tes  t h a t  even l ega l  casinos o f ten  c rea te  
a l oca l  environment conducive t o  a  v a r i e t y  o f  i l l i c i t  o r  
shady enterpr ises .  

On the o the r  hand, some people would p r e f e r  a  casino program t o  

o the r  forms o f  gambl i ng because: 

a. They envisage a  design which discourages the patronage o f  
poor people ; 

b. Casinos can be r e s t r i c t e d  i n  number and l o c a t i o n ,  i n  o rder  
no t  t o  p rov ide  a  d a i l y  temptat ion t o  l a rge  numbers o f  
peopl e; 

c .  Casinos may he lp  the  r e s o r t  i ndus t r y  and some l o c a l  economies 
( t o  some ex ten t ,  a t  the  cost  o f  o thers ) ;  and 

d. Some money New Yorkers now spend a t  ou t -o f - s ta te  casinos 
would then be spent i n  the  State and, a t  l e a s t  temporar i l y ,  
customers from o the r  s ta tes  might be a t t r a c t e d .  

E. E x i s t i n g  Garnbl i ng  

New York Sta te  c u r r e n t l y  has a  great  deal of gambling, most o f  i t  

lega l .  Our est imates f o r  commercial gambling a r e  shown on the  f o l l o w i n g  

page. 



SUMMARY OF EXISTING ANNUAL GAMBLING IN NEW YORK 
(Estimated - M i  1 1  ions o f  Do1 l a r s )  

LEGAL 

Horse Tracks 
OTB 
B i ngo 
L o t t e r y  

Tota l  Legal** 

NET AMOUNT RECEIVED 
BY GOVERNMENT, 

GROSS AMOUNT LOST CHARITIES, OR 
VOLUME BY BETTORS OPERATORS 

Numbers 600 300 30-50 
Sports B e t t i n g  

( i n c l u d i n g  horses) 1,200 1 20 30-60 
Sports Pool Cards 50 25 - 10 

Tota l  11  lega l  1,850 445 95 

Grand Tota l  -- - - - 
Approximate 4,000 900 360 

 he d i f f e r e n c e  between Column 1 and Column 2 i s  t he  winnings pa id  back 
t o  the  be t to rs .  The d i f f e r e n c e  between Column 2 and Column 3 i s  the  
expenses o f  opera t ing  the  gambl ing  a c t i v i t i e s ,  i nc lud ing  commissions.) 

- 
-1. 

.- - - - --= 

"This number i s  d i f f i c u l t  t o  def ine,  i s  changing, and i s  no t  s i g n i f i c a n t  
i n  the  t o t a l .  

** 
Excludes p r i v a t e  b e t t i n g  and card p lay ing  which probably involves a 

gross t rans fer  o f  over a b i l l i o n  d o l l a r s  per year among p r i v a t e  c i t i z e n s .  
Th is  a l s o  does not inc lude t h a t  p a r t  o f  s tock markct and commodity exchange 
speculat ion which i s  e s s e n t i a l l y  a form o f  lega l  gambling. 



I I. THE NUMBERS BUS1 NESS 

A. The E x i s t i n g  Numbers Business 

1. General Descr ip t ion  

Bas ica l l y ,  t he  numbers (or  "pol icy") game i s  a  d a i l y  l o t t e r y  i n  which 

t h e  b e t t o r  se lec ts  a  one, two, o r  three d i g i t  number, but b a s i c a l l y  three-  

d i g i t  numbers. A winning number i s  der ived each day from some p u b l i c  

source such as the  payof fs  a t  a  race t r a c k  o r  the U,S. Treasury balance. 

The winning numbers are  paid a t  f i x e d  odds (usua l ly  500, 550, o r  600 t o  1 

on -a  t h r e e - d i g i t  number).* 

I n  New York C i t y  the  business i s  run roughly as fo l lows ( the  organi-  

z a t i o n  i n  o ther  c i t i e s  i s  more o r  less s i m i l a r ) .  The b e t t o r  places h i s  

bet, w i t h  a "runner," normally paying him i n  cash a t  the  t ime o f  the  bet ,  

al though there i s  son~ctimes p r o v i s i o n  f o r  short- term c r e d i t .  The runner 

keeps 25 percent of  h i s  t o t a l  rece ip ts  and del i vers  75 percent t o  a "con- 

t r o l l e r "  who handlc-s from 5 t o  50 runners. The c o n t r o l l e r  records the  

numbers b c t  w i t h  an i n d i c a t i o n  o f  which runner brought i n  the  bet  and 

then del  i ve rs  h i s  "work" (o f ten  i n  the  form of one of a  p a i r  o f  matched 

adding ~nachine t a p s )  t o  a pol i c y  "bank." The c o n t r o l l e r  normal ly  takes 

10 percent sf the  o r i g i n a l  bet  (or  a  l i t t l e  more than 13 percent o f  the  

money he receives) .  The con t ro l  1 e r  and the  runner take no r i s k  o f  loss. 

The p o l i c y  bank receives the "work1' from as many as a  dozen o r  two 

dozen c o n t r o l l e r s .  Out o f  i t s  65 percent o f  the money bet the  bank pays 

o f f  the winners, and pays a l l  t he  cost  o f  operat ions.  ( ~ u t  usua l l y  some 

; ? ~ w o - d i ~ i t  numbers, e i t h e r  the  f i r s t  two numbers o f  t he  t h r e e - d i g i t  
number, c a l l e d  " f r o n t  end b o l i t a , "  the  l a s t  two d i g i t s  o f  the  f u l l  
number, "back end bol its,'.' pay o f f  a t  60 t o  1 .  Bets on a  s i n g l e  d i g i t  
"s ing le  ac t ion"  a re  usua l l y  taken by the runner f o r  h i s  own account, and 
pay o f f  a t  7 t o  1 .  



o f  the p r o t e c t i o n  costs a r e  the  r e s p o n s i b i l i t y  o f  t he  c o n t r o l l e r . )  

Depending on the number o f  runners (25 t o  perhaps 500), most pol  i c y  banks' 

t o t a l  d a i l y  bets may range from $10,000 t o  $100,000 a day.' ( l n  some 

cases there  are  "super-banks" i n t e g r a t i n g  the operat ions o f  several banks. ) 

ished--short ly  a f t e r  the  7 t h  race f o r  When the winning number i s  pub1 

Manhattan and some other  p o l i c y  

o f  t he  var ious c o n t r o l l e r s  t o  p 

games--the bank w i  1 1  go through t h e  llworkll 

i c k  out  winning bets, and w i l l  c r e d i t  the  

c o n t r o l l e r s  f o r  payof fs  o r ,  i f  necessary, send ex t ra  money. Con t ro l l e rs  

i n  t u r n  provide the payof f  money t o  the runners who yay winners, usual l y  

t h e  next day, and usual l y  c o l  l e c t  a 10 percent "tip,"" 

While the normal payof f  f o r  a winning t h r e e - d i g i t  number i n  New York 

C i t y  i s  now 550 f o r  1, some of the popular- numbers are  "cut" which 

means the  payof f  i s  a t  reduced odds, i n  some cases as low as 4 0 0 t o  1 .  

On the  o ther  hand, the operators pay o f f  60 f o r  1 on ba l i ta - -wh ich  means 

they o n l y  make approximately 40% gross on b o l i t a .  The o v e r a l l  d i v i s i o n  

o f  t h e  average b e t t o r ' s  

t h i r t y - n i n e  cents f o r  d 

the  runner),  . about f i v e  

s i x  cents p r o f i t  t o  the  

, d o l l a r  i s  probab l y  approximately as fo l lows:  

i s t r i b u t i o n  costs ( i nc lud ing  the winners'  " t i p "  t o  

cents f o r  opera t ing  expenses ( i nc lud ing  br ibes) ,  

banker, and f i f t y  cents t o  winning bet to rs .  

The indu t r y  i s  h i g h l y  organized, opera t ing  n s n - w m p e t i t i v e l y  1 
throughout ~ e w ' y o r k  C i t y  and State, and w i t h  t e r r i t o r y  genera l ly  d i v ided  

among banks by mutual agreement. A l l  banks a r e  operated w i t h  t h e  pro- 

t e c t i o n  and p a r t i c i p a t i o n  o f  members o f  t he  organized cr ime " fami l ies"  

, - 
i n  the  State. 

-L 

"The desc r ip t i on  above i s  a r t i f i c a l l y  precise.  I n  f a c t  there  a r e  
v a r i a t i o n s  i n  the  procedure from group t o  group and from t ime t o  t ime, 
but t he  d i f ferences a e  not  important f o r  our purposes. 



Black groups have recen t l y  taken over con t ro l  o f  several o f  t he  

banks i n  the  Negro areas o f  New York State. However, these groups operate 

w i t h i n  the  ru les  of the  system as a whole and can probably most accura te ly  

be regarded as a n-ew f a c t i o n  w i t h i n  organized crime. While some c o n f l i r t  

can be an t i c ipa ted  between the  new, b lack groups and the  o l d  groups i n  

organized crime, mostly I t a l i a n  and Jewish, the  Negro p o l i c y  bank owners 

a re  l i k e l y  t o  become an important p a r t  of organized cr ime opera t ing  i n  

much the  same way as the  o ther  groups (a1 though more independently than 

-L 

most cu r ren t  organized cr ime groups)." 

2. - Runner Operations 

A t  any one time probably approximately 12,000 runners operate i n  New 

York C i t y  and perhaps another 4,000 o r  so i n  the r e s t  o f  New York State. 

The term "runner" i s  somewhat misleading. Many runners have a f i x e d  

l o c a t i o n  and/or a l e g i t i m a t e  business o r  occupation. T y p i c a l l y  they are  

e leva to r  operators,  barbers, candy s to re  p rop r ie to rs ,  o r  other  persons 

r e g u l a r l y  a v a i l a b l e  and i n  contact  w i t h  many members o f  the pub l i c ,  who 

a l s o  take numbers bets as a s ide l i ne .  Also, most o f f i c e s  o r  f a c t o r i e s  

employing s i zab le  numbers o f  people w i l l  have one o r  more runners operat- 

ing i n  t h a t  p l a n t  as a " t e r r i t o r y . "  The runner may be a shop steward, a 

sweeper, the man who br ings  the  co f fee  and doughnuts, o r  anyone e l s e  who 

has a j o b  which g ives him a basis f o r  c i r c u l a t i n g  through the  f a c i l i t y .  

I n  add i t i on ,  t h e r e - a r e  r e s i d e n t i a l  and s t r e e t  runners who go from house- 

to-house o r  apartment-to-apartment, o r  cover a r e l a t i v e l y  small number o f  

blocks tak ing  bets on the  s t r e e t .  

-L 

"Black-contro l led numbers operat ions have long f l ou r i shed  i n  
Chicago, apparent ly  i n  harmony w i t h  wh i te  c r im ina ls  and o f f i c i a l s .  



From a business po in t  o f  view, the  compensation o f  runners i s  some- 

what pecu l i a r .  By a very st rong t r a d i t i o n ,  going back a number o f  

decades, a l l  runners get  a f l a t  25 percent o f  t he  bets, desp i te  the  f a c t  

t h a t  some have t o  work q u i t e  hard, going from door-to-door c o l l e c t i n g  

bets, whereas o thers  merely take a few seconds o f f  from t h e i r  regu lar  

occupation t o  receive the  money and record the  bet.  Par t  o f  t he  reason 

why many runners a re - - i n  narrow economic terms--overpaid i s  t h a t  t h e i r  

gambling income i s  p a r t l y  a way f o r  organized cr ime t o  sus ta in  a l a rge  

network o f  agents. Paying these runners $5,000 t o  $10,000 a year f o r  

not too much work i s  one way o f  making c e r t a i n  t h a t  organized cr ime has 

many l o y a l  f r i e n d s  and agents a v a i l a b l e  f o r  o ther  jobs. 

Today we would est imate t h a t  o n l y  about 10% o f  the  numbers a re  c o l -  

l ec ted  from residences on a door-to-door basis. Probably another 25% a re  

c o l l e c t e d  i n  places of business and some two- th i rds  a r e  c o l l e c t e d  i n  

p u b l i c  f a c i l i t i e s  o r  on t h e  s t r e e t .  Nevertheless, no one has t o  go very 

f a r  t o  p lace h i s  bet.  

While numbers i s  t o  an important degree the game played by the  poor 

people o f  the c i t i e s ,  w i t h  a few bets being taken f o r  as l i t t l e  as ten 

cents o r  even less,  t he  t o t a l  volume o f  b e t t i n g  i s  q u i t e  h igh  and most 

bets a re  l a rge  enough fo r  p r o f i t a b l e  processing. A survey several years 

* 
ago o f  numbers b e t t i n g  i n  Bedford-Stuyvesant, one of the poorer sect ions 

of New York, ind ica ted t h a t  the average bet  was over 50 cents. A more 

recent survey on a c i t y -w ide  basis suggested t h a t  the average b e t t o r  bets 

* 
H.D. Lasswell and J.B. McKenna, "The Impact o f  Organized Crime on 

an Inner C i t y  Community," The P o l i c y  Survey Center, Inc., New York, 
New York. 



d i s t r i b u t i o n  

-1- 

a t o t a l  o f  $1.80 a day on those days he plays." Ind ica t ions  a re  t h a t  

something l i k e  th ree  quarters o f  a m i l l i o n  o r  more people p lay  t h e  

numbers on a normal day i n  New York C i ty ,  and we would guess another 

150,000 o r  so i n  t h e  r e s t  o f  t h e  State.  h he number o f  p layers up- 

s t a t e  i s  not  as we1 1 known and may be much larger.)  

One o f  t h e  fundamental c h a r a c t e r i s t i c s  o f  the  e x i s t i n g  opera t ion  i s  

t h e  r e l a t i o n s h i p  o f  the runners t o  o ther  types of c r i m i n a l  a c t i v i t y .  i n  

most cases running numbers i s  o n l y  one o f  the  runner 's  occupations. As 

we noted, most have l e g i t i m a t e  businesses o r  jobs. They may a l s o  be 

h u s t l e r s  o f  one k ind  o r  another. Typ ica l l y ,  t he  runner i s  the eas ies t  

contac t  w i t h  cr ime f o r  o rd ina ry  c i t i z e n s .  An o rd ina ry  c i t i z e n  who wants 

t o  use cr ime o r  the c r im ina l  o rgan iza t ion  may e s t a b l i s h  h i s  contac t  by 

working through h i s  numbers runner. I n  a d d i t i o n  t o  commonly s e l l i n g  such 

th ings  as s to len  goods and untaxed c iga re t tes ,  numbers runners represent 

an informat ion network f o r  those who run the system and a source o f  pre- 

screened manpower over which t h e  organized c r im ina ls  have s i g n i f i c a n t  

c o n t r o l  because the runner 's  p o s i t i o n  i s  valuable t o  him. 

General Descr ip t ion  

The essent ia l  elements t h a t  a l ega l  system w i l l  probably need t o  

compete successfu l ly  w i t h  the  numbers a r e  low minimum bets (no h igher than 

f i f t y  cents, and i f  poss ib le  somewhat l ess ) ,  d a i l y  ac t ion ,  a very broad 

system, and ind i v idua l  se lec t i on  o f  the number t o  bet on. 

-8. 

"Survey by the  O l i v e r  Quayle o rgan iza t i on  fo r  the Fund f o r  the  C i t y  
of New York. I t  may be worth emphasizing t h a t t h i s  sum may i n  many 
cases represent 10% o f  the  bet t o r  I s  income. 



s e l l  numbers t 

! the  system eas 

processed on a 

We be l ieve t h a t  a d i s t r i b u t i o n  system modeled a f t e r  t h a t  used f o r  

t he  d i s t r i b u t i o n  o f  the games o f  L o t t o  and Toto i n  ~ e r m a n ~ "  should be t h e  

basis f o r  a conservat ive f i r s t  step approach t o  competing w i t h  numbers i n  

New York. Under t h i s  system thousands o f  people would be author ized t o  

i cke ts  i n  New York C i t y  and throughout the  State. To make 

i e r  t o  operate, the  t i c k e t s  sold would be picked up and 

weekly basis. Th is  system would provide a "pseudo-dai l y  

I d  make a separate bet  each day, and each day a 

would be chosen, and winnings paid, bu t  t h e  win- 

i d  against  the  previous week's bet.  I n  o the r  

words, when a b e t t o r  goes i n  on a Monday, he can bet on the number f o r  

any day of t he  f o l l o w i n g  week. I f  he l i k e s  t o  p lay  every day, on Monday 

l o t t e r y . "  A b e t t o r  cou 

separate winning number 

n i ng number woul d be pa 

he can bet  on next Monday's number, on Tuesday, next Tuesday's number, 

etc.,  so t h a t  each day he can put down a bet  and each day there  w i l l  be 

a winning number chosen and he can see whether h i s  bet (made the  previous 

week) was a winner. (Since a s i zab le  percentage o f  p layers bet  the  same 

number o r  combination every day f o r  a week--or a month o r  more--at a time, 

t h i s  system w i  11  appeal t o  a t  l e a s t  p a r t  o f  t h e  present se t  o f  players.) 

This weekly d i s t r i b u t i o n  system should be combined w i t h  a l i m i t e d  

d i s t r i b u t i o n  system t h a t  provides regu lar  d a i l y  ac t i on  where the  bets a r e  

made on a number t o  be chosen t h a t  same day, and winnings a re  pa id  t h a t  

day o r  the  next.  It i s  not c l e a r  how many o u t l e t s  can be operated 

economically w i t h  d a i l y  ac t ion ,  s ince the minimum d a i l y  handle t o  break 
-.A*- 
>. ,, 

even i s  much higher.  I t  i s  c l e a r  t h a t  t he  added l o g i s t i c s  burden o f  

d a i l y  c o l l e c t i o n  and processing o f  numbers works against  a very  dispersed 

2. 

"See Appendix f o r  d e s c r i p t i o n  o f  these games. 
2-L 

""While New Jersey has s ta r ted  such a system based on several hundred 
machine terminals,  apparent ly t h e i r  system i s  s t i l l  evolv ing.  



d i s t r i b u t i o n  system, but  i t  i s  no t  necessary t o  spec i fy  now j u s t  how 

persed a d i s t r i b u t i o n  system i s  feas ib le .  That can be l e f t  t o  exper 

13 

d i s -  

i ence 

and the  opera t ing  judgment o f  those responsib le f o r  running the  system. 

The basic idea i s  t h a t  there  w i l l  be many d i s t r i b u t o r s  w i t h  t h e i r  

work being processed weekly, and some lesser  number w i t h  the  work being 

processed d a i l y .  The b e t t o r  who wants t o  get  h i s  bet  down a t  t h e  l a s t  

minute w i l l  t he re fo re  have t o  go somewhat more ou t  o f  h i s  way than the  

b e t t o r  who i s  more p a t i e n t .  Between the  two types o f  setup, i t  should be 

poss ib le  t o  prov ide  serv ice  t o  every one a t  a r e l a t i v e l y  low d i s t r i b u t i o n  

cost ,  on the  order  o f  f i v e  o r  ten  cents a bet .  

2. Va r ia t i ons  

The quest ion o f  how much o f  t he  income t o  g ive  back t o  the  b e t t o r s  

as payof fs  i s  an issue o f  State p o l i c y  and w i l l  be discussed below, but 

t he  form o f  t h e  payof fs  should be l e f t  f o r  the operat ing system t o  

determine as a promotional mat ter .  A great  v a r i e t y  o f  p o s s i b i l i t i e s  may 

be exp lo i ted  i n  the  market ing s t ra tegy .  One example i s  a par i -mutuel  

payof f  where, say, 75% o f  a l l  t he  money co l l ec ted  i s  put  i n t o  pools f o r  

the  winners w i t h  80% o f  the winnings d i v ided  among those who had a l l  

th ree numbers, 15% going f o r  small conso la t ion  p r i zes  f o r  people who were 

near the  c o r r e c t  number, and 5% f o r  l a rge  p r i zes  f o r  people who picked 

two c o r r e c t  ( three d i g i t )  numbers. The f i r s t  number might be selected i n  

the  same way as the  cur rent  i l l e g a l  number--so t h a t  i t  would always be 

J; 
the  same as the  i l l e g a l  number. The second number used t o  determine the  

jackpot  would be chosen by computer. Some days the pari-mutuel payof f  

-I. 

" I f  the  Sta te  es tab l ishes a winning number, the  i l l e g a l  system may 
adopt i t , as i t  repor ted ly  has i n  a few places i n  New Jersey. 



would be very h igh  because there  would be few winning numbers, and t h i s  

occasional h igh  payout would serve as an a t t r a c t i n g  feature.  When the  

payout was low, the  f a c t  t h a t  there  would be many winners would a l s o  have 

promotional advantages. Fixed odd bets could be used as we l l  as p a r i -  

mutuel bets, al though t h i s  would produce f l u c t u a t i o n s  i n  the p r o f i t s  from 

day t o  day (and poss ib l y  some d a i l y  losses). Since the  i l l e g a l  game has 

' a  f i xed odds payout the  best way t o  compete w i t h  i t  might be t o  o f fe r  a 

higher f i x e d  payout p lus  e x t r a  payof fs  determined par i -mutuel ly .  

The simplest method t h a t  t he  b e t t i n g  organ iza t ion  can use i f  i t  

-?r 
-wishes t o  guarantee t h a t  i t  does not  lose on any ind i v idua l  day i s  t o  

'have pari-mutuel be t t i ng .  This method may be the  most e f f e c t i v e  competi- 

t i v e l y  as w e l l ,  al though t h a t  i s  not c lea r .   h he reason why the  i l l e g a l  

operators do not  use i t  may be t h a t  they a r e  not t rus ted  enough. A State 

o r  PBC p o l i c y  game would have more t r u s t  among many people.) But t h e  

l ega l  gambling system should be permi t ted t o  use any a c t u a r i a l l y  sound 

and safe game, even i f  i t  i s  not guaranteed t o  win each and every day 

(or every event).  The b e t t i n g  a u t h o r i t y  should be allowed t o  r e l y  on the  

1 aw o f  averages. 

Apart from an almost myst ica l  idea t h a t  the State should never be a 

gambler ( i n  the  sense o f  re ly ing ,on s t a t i s t i c a l  p r o b a b i l i t y ) ,  the  objec- 

t i o n  t o  the  Sta te  b e t t i n g  agency opera t ing  w i t h  a t h e o r e t i c a l  p o s s i b i l i t y  

o f  l o s i n g  i s  t h a t  de tec t ing  s t e a l i n g  o r  manipulat ion would take longer 

i f  winnings were subject  t o  random f l u c t u a t i o n .  While t h i s  argument i s  

r e a l i s t i c  and deserves some weight, we do not  be l ieve i t  should be 

J. 

"Various special  measures could a l s o  be taken t o  guarantee against  
loss on ind i v idua l  days, such as insurance, l i m i t s  on winnings, con- 
t i ngen t  payments, e t c .  



dec is ive .  (incidentally, casinos cannot be operated so t h a t  winnings a r e  

guaranteed a t  each tab le ,  o r  on any p a r t i c u l a r  day. There have been suc- 

cess fu l  Nevada casinos t h a t  have had net  gambling losses f o r  as long as 

a  month.) 

While there  a re  an i n f i n i t e  number o f  ways t o  set  up the  payof f  

s t r u c t u r e  o f  the  numbers game, i t  i s  usefu l  t o  t h i n k  i n  terms o f  two main 

a l t e r n a t i v e s .  One i s  t o  increase the  main payof f  so t h a t  the  same number 

o f  winners get  l a rge r  amounts o f  money; the  o ther  i s  t o  have a  number o f  

small payof fs  f o r  people who come c lose  t o  the winning number. 

While i t  i s  no t  poss ib le  t o  know w i t h  h igh  confidence how b e t t o r s  

and p o t e n t i a l  b e t t o r s  would respond t o  d i f f e r e n t  payof f  s t ruc tures ,  i t  i s  

worthwhi le t o  say a few words on the  subject .  F i r s t ,  i t  i s  c l e a r  t h a t  f o r  

very h i g h  payof fs  a t  very long odds the  amount o f  the payof f  i s  not very  

I important.  For example, i f  the  m i l l i o n  d o l l a r  p r i z e  i n  the  present New 

York State l o t t e r y  were increased t o  two m i l l i o n  d o l l a r s ,  i t  probably 
I 

I would have a  very small e f f e c t  on the  sa le  o f  l o t t e r y  t i c k e t s .  ( ~ a v i n ~  

I tw i ce  as many m i l l i o n  d o l l a r  winners would probably have somewhat more 

I ef fec t ,  but  probably not  much.) A t  the  opposi te extreme, i f  the re  a re  
I 

two competing games which a r e  very  s i m i l a r ,  even a  very small d i f f e r e n c e  
, 
I i n  the p r i z e  w i l l  make a  b i g  d i f f e r e n c e  i n  who w i l l  get the business. 

Making the  basic numbers p r i z e  h igher than the e x i s t i n g  payof f  would probably 

take away a  l o t  o f  business from the e x i s t i n g  game. 

When the  game begins t o  s p r i n k l e  a  l a rge  number o f  small p r i zes ,  

then a  whole new e f f e c t  comes i n t o  p lay .  Suppose, f o r  example, a  l o t  o f  

5-1 payof fs  were made as "consolat ion" p r i zes  on numbers t h a t  had, f o r  

example, one chance i n  f i f t y  o f  being picked. Th is  would mean t h a t  one 

number ou t  o f  every f i f t y  would be a  winning number. Th is  would invo lve  



an admin i s t ra t i ve  cost  t o  d i s t r i b u t e  winnings. I t  would mean t h a t  the 

* 
normal p layer  would win every month o r  so instead o f  every few years. 

I n  add i t i on ,  a few cents o f  the payof f  money could be used f o r  jackpot  

win- 

ill ion 

,000 

chances. So a d o l l a r  b e t t o r  could have one chance i n  a thousand-of 

n ing  $600, one chance i n  f i f t y  o f  winning $5, and one chance i n  a m 

! of  winning $50,000 fo r  a t o t a l  payout o f  7 5 ~ .  There would be a $50 
I 

winner about every day. 

I n  t h i s  game, however, as i n  the  e x i s t i n g  numbers game, there  i s n ' t  

much turnover i n  winnings being rebet.  When the  b e t t o r  buys h i s  t i c k e t  

he has t o  f i g u r e  t h a t  b a s i c a l l y  h i s  money i s  down the  d ra in ,  a t  l e a s t  f o r  

the shor t  term. This i s  very d i f f e r e n t  from horserace b e t t i n g  o r  casino 

be t t i ng .  A t  the  horse races many bets a re  near ly  even money but  increas- 

i n g l y  be t to rs  a re  choosing the specia l  h igh  odds bets l i k e  doubles, 

exactas, e t c .  On the  average a l l  t h e  be t to rs  lose about 18% and they bet  

over and over again. That i s ,  a t  some o f  t he  New York t racks  the  amount 

bet  by the  people coming t o  the  t r a c k  i s  about $100.00 a day, and t h e  

average amount l o s t  i s  $18. I n  t a b l e  games i n  a casino (craps, b lackjack,  

r o u l e t t e ,  etc.)  t he  average amount taken by t h e  house i n  a s i n g l e  p lay  

ranges from about 1 t o  over 15 percent (mostly i n  the end o f  the  range), 

but t he  money i s  r r b e t  so o f t e n  t h a t  t he  house ends up winning about 20% 

o f  a l l  the money used t o  buy chips.  Very l a rge  amounts a r e  bet i n  the  

s l o t  machines, which i n  Nevada pay back on the  average about 85 cents f o r  

every d o l l a r  put i n t o  them i n  the  form o f  a mix ture  o f  small payoffs and 

la rge  payof fs .  

* Assuming t h a t  the  "normal" p layer  bets one "s t ra igh t "  number each 
day. Ac tua l l y ,  many o r  perhaps most p layers e i t h e r  bet more numbers o r  
bet  b o l i t a  o r  s ing le  a c t i o n  and thus win more o f ten .  



C.  Prospects f o r  a Legal Numbers System 

1.  Competing w i t h  I l l e g a l  Numbers 

How we l l  could the  system described here compete w i t h  the  e x i s t i n g  

numbers system? We t h i n k  t h a t  the  e x i s t i n g  organ iza t ion  i s  ra the r  vu lner -  

ab le  t o  compet i t ion.  The e x i s t i n g  system has very expensive d i s t r i b u t i o n  

costs,  and the re fo re  provides a ra the r  poor payof f  t o  i t s  customers. 

(The customers get  a s l i g h t l y  b e t t e r  chance o f  winning i n  the  i l l e g a l  

numbers than i n  the  State l o t t e r y .  But the  l o t t e r y  i s  much more o f  a 

long-shot bet  and i t  i s  both t r a d i t i o n a l  and r a t i o n a l  f o r  such bets t o  be 

"charged" more. tiowever, some people t h i n k  i t  i s  wrong f o r  t h e  Sta te  t o  

benef i t  from people's i n t e r e s t  i n  w i n d f a l l  fortunes.) The State can o f f e r  

a product which i n  r a t i o n a l  terms has substant ia l  advantages t o  t h e  

b e t t o r ,  i n  a d d i t i o n  t o  any preference t h a t  some c i t i z e n s  may have f o r  

b e t t i n g  w i t h  a lega l  organizat ion.  

On the  o ther  hand, the e x i s t i n g  d i s t r i b u t i o n  system i s  one t h a t  has 

deep roo ts  i n  the  c u l t u r a l  pa t te rn  i n  a number o f  communities, p a r t i c u l a r l y  

some b lack  and Spanish-speaking communities. Many o f  the  people of these 

communities do not  t r u s t  government and p r e f e r  dea l ing  w i t h  representa t ives  

o f  the  f a m i l i a r  c r im ina l  o rgan iza t ion  t o  dea l ing  w i t h  representat ives o f  

t h e  State. In  some o f  these communities a major f i g h t  might be made by 

the  e x i s t i n g  numbers organ iza t ions  against  a competing l ega l  system. This 

f i g h t  would be conducted a t  the  p o l i t i c a l  l e v e l ,  a t  the  l eve l  o f  s t r e e t  

-?; 
propaganda, and perhaps w i t h  the  use o f  f e a r  o f  violence. 

.I 

" ~ a s i c a l l y  the  lega l  numbers system t h a t  we propose takes money 
from the runners and gives i t  t o  the  be t to rs ,  and takes money from t h e  
bankers (of  organized cr ime), co r rup t  policemen, and o ther  br ibe- takers  
and pays i t  t o  t h e  State. The bigger share o f  the money i s  t o  come from 
t h e  runners. Th is  means t h a t  there  i s  au tomat ica l ly  a lobby o f  some 



However, much less  than h a l f  o f  t he  numbers a r e  so ld  i n  Negro com- 

munit ies. Even i f  lega l  numbers takes on ly  a small share o f  t h e  business 

i n  these areas, it s t i l l  can take a l a rge  share o f  t he  t o t a l  numbers 

business. Also, i t  i s  q u i t e  poss ib le  t h a t  even i n  the  black communities 

a l ega l  system can take most o f  t h e  business away from the cur rent  

operators, p a r t i c u l a r l y  i f  the  opera t ing  agency uses a reasonable amount 

- o f  t a c t  and cleverness. I n  any event, we see no reason why the  f a c t  t h a t  

t he  l ega l  system w i l l  no t  take the  business away i n  some communities 

should argue against  in t roduc ing a l ega l  system i n  those communities where 

i t  w i l l  be accepted. These w i l l  almost c e r t a i n l y  be the substant ia l  

ma jor i  t y .  

A second important issue i s  how w i l l  the number o f  gamblers converted 

ind ica tes  t h a t  probably we l l  over a m i l l i o n  New Yorkers 

from i l l e g a l  t o  1 

The Quayle survey 

more o r  l ess  regu 

egal systems compare w i t h  the  number o f  new gamblers? 

l a r l y  bet the numbers. On the  basis o f  experience i n  

o the r  coun t r i es  regarding the  number o f  l o t t e r y  b e t t o r s  (and tak ing  i n t o  

account the  pa r t s  of the  Sta te  where numbers b e t t i n g  i s  not  now genera l ly  

avai l ab le )  , i t  seems reasonable t o  est imate t h a t  many more numbers b e t t o r s  

may w e l l  be added i f  an extensive l ega l  d i s t r i b u t i o n  system i s  ava i l ab le .  

15,000 people w i t h  a st rong i n t e r e s t  i n  prevent ing a l ega l  pol i c y  game. 
There i s  a l ready evidence t h a t  t h i s  lobby has secured t h e  support o r  he lp  
of some m i n o r i t y  group leadership elements. To p ro tec t  t h e i r  p o s i t i o n  
they w i l l  use a v a r i e t y  of arguments, some r a c i a l ,  some soc io log i ca l .  
We do no t  be l i eve  t h a t  the  Leg is la tu re  should prefer  the  i n t e r e s t s  o f  
t h i s  we l l  organized, h i g h l y  motivated, and vocal minor i ty - - the  runners-- 
over the  i n t e r e s t s  o f  the  very much la rge r  number o f  be t to rs .  

I f  t h e  supposed leaders of any community want t o  keep lega l  p o l i c y  
o u t  o f  t h a t  community, t h e i r  wishes can be complied w i th .  I f  the  lega l  
p o l i c y  game i s  a much b e t t e r  gamble than the  i l l e g a l  numbers, which i t  
should be, then before long some c i t i z e n s  o f  t h a t  neighborhood w i l l  demand 
t h a t  they be given equal access t o  t h e  l ega l  game. U n t i l  then, they w i l l  
come out  o f  t h e i r  own neighborhood t o  bet where the l ega l  p o l i c y  game i s  
we 1 come. 



 o ow ever, most o f  these would be people who now bet on the State l o t t e r y  

o r  o ther  forms o f  gambling.) I n i t i a l l y  a t  l e a s t  the lega l  system could 

concentrate i t s  e f f o r t s  i n  those areas where i l l e g a l  numbers a re  w ide ly  

bet,  but  t h a t  does not  seem t o  be a long-term s tab le  arrangement. I n  

t h e  long run i t  seems l i k e l y  t h a t  wherever there  i s  a market f o r  lega l  

numbers, t h a t  market w i l l  be suppl ied and eventua l ly  i t  w i l l  become sub- 

s t a n t i a l l y  l a r g e r  than the  e x i s t i n g  market. 

On t h e  o ther  hand, numbers (which i s  j u s t  another word f o r  a r e l a -  

t i v e l y  low-odds d a i l y  l o t t e r y  w i t h  se l f -se lec ted numbers) i s  i n  some ways 

one o f  the  l eas t  ob jec t ionab le  forms o f  gambling. I t  does not  have the  

c h a r a c t e r i s t i c s  t h a t  tempt people t o  bet  g r e a t l y  beyond t h e i r  means; if 

I l ega l ,  i t  does no t  co r rup t  o r  th reaten t o  co r rup t  any l e g i t i m a t e  a c t i v i t y ,  

and s h i l a r  games a r e  commonplace i n  a v a r i e t y  o f  o ther  soc ie t i es  w i thout  

any g rea t  apparent harm. O f  course the  fundamental moral and p r a c t i c a l  

ob jec t i ons  t o  gambling discussed elsewhere apply t o  t h i s  form as we l l .  

A t h i r d  important quest ion i s :  t o  what ex tent  would a lega l  numbers 

system f ree  the  resources o f  the c r im ina l  j u s t i c e  system which a re  now 

engaged i n  t r y i n g  t o  put the  i l l e g a l  numbers operators i n  j a i l ?  I n i t i a l l y ,  

t he  l ega l  numbers system w i l l  be i n  a compet i t i ve  b a t t l e  t h a t  may take 

many forms. The i l l e g a l  numbers operators have long had a monopoly and 

have not  had t o  compete f o r  business. I f  t h i s  changes they may be smart 

and e f f e c t i v e  competi tors, o r  they may not.  P a r t i c u l a r l y  i f  the  lega l  

system gives a h igh  payof f  t o  be t to rs ,  we be l i eve  t h a t  i t  can win t h a t  

k ind  o f  compet i t ion.  During the i n i t i a l  compet i t ive phase i t  w i l l  be 

very h e l p f u l  i f  the  p o l i c e  main ta in  o r  even increase the  pressure against  

t he  i l l e g a l  operators.  Much o f  the  j u s t i f i c a t i o n  the c r imina l  operators 



now use f o r  t h e i r  p ro tec t i on  ( tha t  they a re  prov id ing  a serv ice  t h a t  t he  

c i t i z e n  wants and can get  i n  no o the r  place) w i l l  be taken away by the 

l ega l  competi tor.  Possib ly  the  i l l e g a l  system w i l l  cont inue alongside 

the  lega l  system w i t h  s u f f i c i e n t  volume and s t rength  t o  present a con- 

t i n u i n g  major p o l i c e  problem. However, we t h i n k  i t  i s  probable t h a t  

a f t e r  an i n i t i a l  per iod  o f  vigorous competi t ion, a l a rge  share o f  the  

i l l e g a l  operat ion can be put ou t  o f  business, and thus the  cu r ren t  burden 

on the  po l i ce ,  and cor rupt ion ,  w i l l  be s u b s t a n t i a l l y  reduced. 

2. Return t o  the  Bet to rs  

I n  the  i l l e g a l  numbers game and sports  pools about h a l f  t h e  money i s  

now pa id  back t o  winners (probably l ess  i n  pools). For both o f  these 

k inds o f  bets i t  i s  poss ib le  t o  arrange the  payof f  so t h a t  on t h e  average 

the  be t to rs  get  back whatever percent i s  decided ( a f t e r  10-15% f o r  

opera t ing  cos ts  and comni ss ions i s  deducted). 

While i t  might seem t h a t  the  way f o r  the  State t o  maximize revenue 

from a lega l  numbers game i s  t o  pay back t o  winners a low percentage o f  

t he  amount bet,  as i n  the  e x i s t i n g  l o t t e r y  o r  the  i l l e g a l  numbers game, 

t h i s  i s  probably not t rue .  The reason i t  i s  no t  t r u e  i s  t h a t  a l a rge  - 
p o t e n t i a l  market among the e x i s t i n g  numbers p layers probably cannot be 

switched t o  a lega l  game unless the  lega l  game o f f e r s  them a b e t t e r  pay- 

o f f .  I t  seems f a i r l y  l i k e l y  t h a t  the  State can increase i t s  p r o f i t s  by 

increasing the re tu rn  t o  the  p layers w i t h i n  some range above t h a t  now 

given back i n  winnings by the  i l l e g a l  numbers game. Our best guess i s  

t h a t  increasing the  payof f  from the cur rent  50% t o  60-65% might take some- 

what less than h a l f  the numbers business away, and increasing i t  t o  

70-75% might take perhaps three-quarters o f  the  numbers business away. 



If these est imates a re  c o r r e c t  i t  would be p r o f i t a b l e  f o r  the  State--as 

we l l  as most e f f e c t i v e  i n  competing w i t h  organized cr ime-- to increase the  

payout t o  the  be t to rs  t o  t h e  p o i n t  a t  which most o f  t he  business i s  taken 

away from the i l l e g a l  numbers game. ( ~ l t h o u g h  the  maximum p r o f i t  po in t  

i s  probably one where about 50 t o  60% o f  t h e  i l l e g a l  be t to rs  a r e  led  t o  

swi tch  t o  t h e  l ega l  game.) 

The est imates of how h igh  a payoff t o  t h e  be t to rs  w i l l  be necessary 

t o  take away the  customers o f  t he  i l l e g a l  numbers game are  q u i t e  uncerta in.  

One o f  the  l i k e l y  responses of t he  i l l e g a l  numbers operators t o  a lega l  

game would be t o  increase t h e i r  own payof f .  Since numbers runners stand 

t o  lose the  most from the lega l  competi t ion, t he  i l l e g a l  numbers game 

might we l l  respond t o  a lega l  game by g i v i n g  an add i t i ona l  10-15% t o  the  

be t to rs  i n  pr izes ,  coming perhaps two- th i rds  from the runners and one- th i rd  

from the bankers and c o n t r o l l e r s .  I n  order  t o  compete against  t h i s  t h e  

l ega l  numbers operators would have t o  increase the payout t o  b e t t o r s  even 

f u r t h e r ,  so the  r e t u r n  t o  b e t t o r s  necessary t o  take away the bu lk  o f  the  

i l 1 ega 1 bus i ness may be h igher than 75% (or  conceivably even 80%) . 
The second quest ion f o r  the  State i n  decid ing how much winnings t o  

g i ve  t o  the b e t t o r  i s :  can i t  increase the  t o t a l  amount o f  b e t t i n g  by, 

i n  e f f e c t ,  o f f e r i n g  the  b e t t o r  a b e t t e r  p r i c e ?  The l i m i t s  o f  t he  S ta te ' s  

a b i l i t y  t o  p r o f i t  by lowering the  p r i c e  t o  t h e  b e t t o r  i s  se t  by the  operat- 

ing cost .  We assume f o r  the sake of convenience t h a t  the  opera t ing  cos t  

i s  15%.  ( l n  f a c t ,  presumably the  opera t ing  cos t  would depend on volume, 

and i t  i s  no t  poss ib le  a t  t h i s  po in t  t o  p r e d i c t  what the  ac tua l  opera t ing  

cost  would be, o r  how i t  would respond t o  increased volume. But f o r  d i s -  

cussion we w i l l  assume 15% on a l l  volumes.) This means t h a t  i f  the  

payof f  t o  the  b e t t o r s  i s  increased from 83% t o  84%, the S t a t e ' s  p r o f i t  



would be cu t  from 2% t o  1%. Since so small an increase i n  the  r e t u r n  

would c e r t a i n l y  not  double the  volume o f  be t t i ng ,  i t  would be a  l o s i n g  

move f o r  t he  State. 

We be l ieve the optimum s t ra tegy  i s  probably t o  s t a r t  the  numbers 

game w i t h  a  payoff which i s  amply h igh  t o  a t t r a c t  most o f  the  e x i s t i n g  

numbers players. We t h i n k  i t  would be a  mistake t o  t r y  t o  begin o n l y  

s l i g h t l y  b e t t e r  than the  e x i s t i n g  game, because t h a t  would g i ve  the  

e x i s t i n g  operators the  a b i l i t y  t o  r a i s e  t h e i r  payof fs  t o  stay compet i t ive.  

It i s  b e t t e r  t o  h i t  t he  e x i s t i n g  game hard a l l  a t  once, ra ther  than 

gradua l ly  esca la te  re turns  compe t i t i ve l y  w i t h  the  e x i s t i n g  game. This 

t s t ra tegy  would invo lve  payof fs  t o  t h e  b e t t o r  i n  the  range o f  75%. I f  the  

commissions and admin i s t ra t i ve  costs t o t a l  10%-15%, which i s  reasonable, 

then the net  t o  the State should be 10%-15%. Th is  i s  higher than the  

recommendat ion  o f  t he  Fund f o r  the  C i t y  o f  New York (which proposed 7%, 

equivalent  t o  the  Sta te  sales tax)  bu t  we b e l i e v e  not  excessive, It 

provides an added insurance f o r  t h e  system i f  opera t ing  costs are, i n  

fac t ,  h igher than 10-15%. 

The second reason f o r  h igh  payouts i s  t h a t  r e t e n t i o n  by the  State i s  

something l i k e  a  vo luntary  tax.  This "tax" w i l l  f a l l  most heav i l y  on 

low income c i t i z e n s  o f  the State, and many people w i l l  f ee l  t h a t  i t  i s  

not  a  des i rab le  source o f  revenue. While est imates o f  how regressive the 

gambling losses a c t u a l l y  

f a i r  t o  assume t h a t  gamb 

and o ther  excise taxes, 

more regressive than the 

would be a re  d i f f i c u l t  t o  make, we t h i n k  i t  i s  

l i n g  losses would be about as regressive as sales 

less regressive than the  rea l  property  t a x  and 

income tax.  But the e f f e c t  o f  i n s t i t u t i n g  the  







I l l .  SPORTS AND HORSE BETTING 

Horse race b e t t i n g  i s  a  specia l  case of spor ts  b e t t i n g  f o r  two 

reasons. F i r s t ,  horse rac ing,  u n l i k e  the o ther  sports  on which the re  

i s  widespread be t t i ng ,  i s  now regulated by the  Sta te  (although the  most 

important regu la t i on  i s  probably by the  indust ry ) .  Second, there  i s  an 

e x i s t i n g  program f o r  lega l  b e t t i n g  on horse races, both on- and o f f - t r a c k .  
- 

Twenty years ago horse race b e t t i n g  was the  p r i n c i p a l  k ind  o f  i l l e g a l  

spor ts  be t t i ng ,  but  because o f  the r i s e  i n  lega l  horse race b e t t i n g  and . 

the tremendous increase i n  i n t e r e s t  i n  o ther  sports, p a r t i c u l a r l y  f o o t b a l l ,  

horse race b e t t i n g  now represents o n l y  a  small p a r t  o f  the i 1 lega l  spor ts  

be t t i ng ,  perhaps 10 o r  15%--probably s u b s t a n t i a l l y  more outs ide  o f  New 

* 
York C i t y .  Therefore the f o l l o w i n g  d iscussion w i l l  be focused p r i m a r i l y  

on o ther  forms o f  spor ts  b e t t i n g .  Nevertheless, n a t i o n a l l y  horse race 

b e t t i n g  represents h a l f  o f  a l l  non-personal spor t  be t t i ng - - l ega l  and 

i l l e g a l .  And racetrack attendance i s  over 50% of a l l  commercial spor ts  

attendance. (Dog rac ing,  which i s  a  b e t t i n g  sport ,  and auto  racing, which 

i s  not  be t  on because i t  i s  too  easy t o  f i x ,  a l so  have very h i g h  attendance. 

Horse rac ing;  72 m i l l i o n ,  professional  team sports; 54 m i l l i o n ,  dog rac ing  

( i n  on ly  f i v e  s ta tes ) ;  13 m i l l i o n ,  auto-racing; 30 t o  40 m i l l i on . )  

.b 

"There has a l s o  been a t  l e a s t  a  r e l a t i v e  dec l ine  i n  i n t e r e s t  i n  
horse rac ing  as a  sport .  I t  seems l i k e l y  t h a t  t h i s  dec l i ne  would be 
reversed i f  more races were te lev ised.  When cable TV becomes more 
important t h i s  i s  l i k e l y  t o  happen. Much of the dec l ine  i n  i n t e r e s t  i n  
race-bet t ing  dates t o  the  te rminat ion  of the race-wire and the  horse 
room a f t e r  the Kefauver i nves t i ga t i ons .  Th is  i s  evidence f o r  t he  poten- 
t i a l  s i g n i f i c a n c e  o f  t e l e v i s i o n .  Although i t  should be noted t h a t  some 
o f  the  s t i m u l a t i v e  e f f e c t s  o f  t e l e v i s i o n  could be achieved w i t h  o n l y  
rad io  o r  even taped simulated broadcasts o f  races. 
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A. E x i s t i n g  Bookmaker Operations 

A la rge  scale i l l e g a l  spor ts  b e t t i n g  indust ry  operated i n  the State 

o f  New York today. I t  i s  h e l p f u l  t o  a r t i f i ; l a l l y  d i v i d e  the indust ry  i n t o  

two pa r t s - - tha t  which deals w i t h  la rge bets o n l y  (normally $25.00 - $100.00 

and up) and t h a t  which deals p r i m a r i l y  w i t h  small b e t t o r s  ($1 .OO t o  $5.00) 

and a l s o  handles medium be t to rs .  These i l l e g a l  operat ions prov ide  a  great  

- deal o f  money t o  c r imina ls ,  have a  s t rong ly  co r rup t ing  in f luence on the 

- c r im ina l  j u s t i c e  system, and consume a  not iceab le  p a r t  o f  the resources of 

the c r im ina l  j u s t i c e  system. 

o f  the i l l e g a l  numbers business. The numbers indust ry  - 
o f  thousands of people making very  small bets a t  f a i r l y  

The large-bet spor ts  b e t t i n g  indust ry  i s  i n  some ways the  opposi te 

involves hundreds 

h igh  odds and 

i g  spor ts  b e t t i n g  opera t ion  
* 

los ing  a  la rge share o f  the amount bet.  The b  

involves probably tens of thousands o f  be t to rs ,  

sums o f  money a t  roughly even odds, and t y p i c a l  

money they bet.  

genera l ly  b e t t i n g  l a rge  

l y  l os ing  5 t o  15% o f  the 

Another major d i f f e r e n c e  between numbers and spor ts  b e t t i n g  i s  tha t ,  

the numbers game requires no s k i l l  of t he  banker because the outcome i s  

pu re l y  a  mat ter  o f  chance. Spor 

pools),  i s  much more complicated 

engaging i n  two occupations simu 

t s  be t t i ng ,  on the  o the r  hand, (excluding 

t o  operate. Most bookmakers a re  a c t u a l l y  

1 taneously. One i s  essen t ia l  l y  a  brokerage 

serv ice  which enables b e t t o r s  t o  be t  against  each o the r  by accumulating 

equal be ts  on bo th  sides o f  any game. Where the  bookmaker performs t h i s  

func t i on  he doesn't  care who wins o r  loses, and he gets what amounts t o  

a  commission. I n  games t h a t  a r e  handicapped by po in ts ,  such as f o o t b a l l  

t he  averaqe numbers p layers  lose about h a l f  o f  the  money they 
bet ,  b u t  i n  any year the great  m a j o r i t y  o f  those who p lay  one regu lar  
t h r e e - d i g i t  number a  day, o r  less,  w i l l  lose a l l  the money they bet. - 





bookmaker's p o s i t i o n  comes about because there are  more b e t t o r s  on one 

s ide  than the other  and i t  hasn ' t  been possib le,  o r  convenient o r  worth- 

I -1- 

whi le ,  f o r  him t o  balance h i s  b e t t i n g  by l ay ing  o f f "  w i t h  anothe-r book- 

maker o r  a t  the t rack.  
I i 
I Big-bet bookmaking i s  very much a large-volume, low-markup business. 

Most of these bookies use anywhere from two o r  three t o  30 o r  40 men, 

doing gross b e t t i n g  volume ranging from a l i t t l e  less than a m i l l i o n  t o  

25 o r  50 m i  1 1  ion  do1 l a r s  a year (and i n  a few cases even more). These 

operat ions re tu rn  8-12% o f  the gross amount be t  t o  the operators o f  the 

business o u t  of which they must pay runners1 commissions, s a l a r i e s  and 

expenses, and br ibes  and payof fs  before tak ing  t h e i r  p r o f i t .  

Small bet  bookmaking i s  a d i f f e r e n t  business i n  a number of ways. 

A small bookie w i l l  take bets as low as a d o l l a r  o r  two and w i l l  have many 

customers. I n  most cases he w i l l  a l s o  have a few customers who make f a i r l y  

substant ia l  bets. Normally a small bookie's customers w i l l  be groups, 

e i t h e r  i n  bars, restaurants, f ac to r ies ,  o r  o f f i c e s ,  so t h a t  t he  bookie can 

convenient ly  do a la rge business i n  a shor t  time. 

The small bookies usua l l y  charge a h igher commission. The normal 

small be t  where po in ts  a re  g iven i s  6 t o  5 instead of 11 t o  10, producing 

an average r e t u r n  t o  the bookies o f  about 8 1/2%. O f  course, on horse 

rac ing  the small bookies s t i l l  ge t  a.t l eas t  t he  basic 18% provided by f o l -  t 

lowing the t rack  odds. Usual ly  the  small bookie gets a l o t  o f  combination 

bets which g i v e  him a h igher commission. I n  some cases, p r o t e c t i o n  f o r  

the small  bookies i s  purchased c e n t r a l l y  by organized crime cor rupters  

* 
A " lay  of f "  i s  where a bookie bets w i t h  another bookie o r  elsewhere 

t o  compensate fo r  an imbalance o f  bets w i t h  h i s  customers. 



the small bookies is purchased centrally by organized crime corrupters 

who serve, in effect, as coordinators of the bookie operation, even if 

the bookies are operating as individual entrepreneurs. 

It seems very likely that few if any bookies in New York handling 

more than perhaps a million or two in bets per year operate without some 

links to organized crime. It is not so clear what percentage of the small 

bookies are linked to various levels of organized crime. 

The Sports Pool Card Business 

Pool card betting, although it concerns sports, is totally unlike 

bookmaking. A typical pool, 

football card), works as fol 

all the major football games 

f such as a football pool (usual ly called a 

lows. A printed form is circulated listing 

(e.g., 35 college and professional) for the 

week, with the point handicap for each game. (see follow 

bettor picks between three and sixteen winners and specif 

he wishes to bet. He is paid off at fixed odds such as 4 

ing pages .) The 

ies the amount 

for 1 for three 

winners in three picks, or 250 for 1 for ten winners out of ten picks (9 

15-1). The actual odds would be very much higher for the out of 10 gets 

many game bets 

each selection 

later informat 

, assuming the bettor had an even chance of being right on 

(excluding ties). But the bettor has the advantage of 

ion than the handicapper who made the line printed on the 

card, and the pool card. always includes a few obvious "errors" as teasers. 

Therefore the bettor's chances are better than a statistical calculation 

would suggest. Nevertheless, pool winnings (by bettors) probably amount 

to only 40-50% of the total amount bet.  he Engl ish and German pools 

.L 

"The discuss ion excludes "off ice pools" or "club pools" conducted 
by the participants, in which the winner gets all the money in the pool. 
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TIES LirSL l l R L m  P l C K m  
3 WINS I N  3.. 4 for 1 8 WINS I N  8.. 106 hr 1 
4 WlNS IW4..10 for 1'10 WINS I N 1 0 . .  250 for 1 
5 WINS I N  5.15 fw 1 12 WlNS I N  12.. 500 for 1 
6 WlNS I W  6.25 f 6 ~  1 1% WlNS I N  l5..2500 tw 1 
LWINS IW 7.39 tn 1 36 WINS IW ~ . . ~ b 0  I=-1 

~;ksG5~rw PRIZE 
0 Out ef 10 .... 15 I@ I-Yc? Out ef l5 .... 2M (a 1 

11 0vt  @f l2 .... ?!b Enr-)--)5=0fiy -- ----. - 

College FoobaU-Sdwclap, Oct. 21, 1972 
TEXAS A&M T. C. U. E 
CLEMSON VIRGINIA U + 3 
HARVARD (R) CORNELL + 3 
WEST VIRGINIA U TlJLANE+ 3 
AUBURN GEORGIA TECH + 3 
IOWA U MINNESOTA U 4- 3 
TEXAS U (TV) ARKANSAS U + 3 
S. M. U. RICE f 3 
BOSTON COLLEGE (R) PITTSBURGH + 7 
ALABAMA TENNESSEE + 7 
PRINCETON (R) COLGATE + 7 
YALE (R) COLUMBIA + 7 
HOUSTON C' MIAMI (fla.)+ 7 
DUKE: MARYLAND +-I 0 
MICHIGAN STATE WISCONSIN +I0  
OKLAHOMA STATE BAYLOR +I0  
MISSISSIPPI U FLORIDA U +l Cl 
U. C. L. A. CALIFORNIA U + I 0  
WASHNGTON STATE OREGON STATE +10 
PURDUE NORTHWESTERN +14 
OKLAHOMA U CTV) COLORADO U +14 
OHIO STATE INDlANA U +17 
GEORGIA u VANDE~~BILT +:7 
MICHIGAN U ILLlNOIS U +17 
AIR FORCE (R) NAVY 4-17 
STANFORD OREGON U +17 
NO. CAROLINA U WAKE FOREST + 19 
PENN STATE (R) - SYRACUSE +21 
DARTMO'JTH (R) BROWN 4 2 4  . . 
L. s. u. K E N ~ ~ C K Y  +24 
NOTRE DAME (R) MISSOURI +28 

' SO. CALIFORNIA WASHINGTON U +28 
NEBRASKA U KANSAS U +34 

Pro FootbalhS-randay, QCL 22, 1972 
G.B. PACKERS A n .  FALCONS + 3 
CLEVE. BROWNS HOUSTON OILERS + 3 
WASH. REDSKINS (TV) D. COWBOYS + 3 
N.Y. JETS (R) BALT. COLTS + 7 
N.Y. GIANTS (R) S.L. CARDS + 7 
DET. LIONS (TV) S.D. CHARGERS + 7 ~- - ~ - - -  ~ 

L.A. RAMS m)' CINCI. BENGALS + 7 
OAK. RAIDERS D. BRONCOS +13 
PITTS. STEELERS (R) N.E. PATRIOTS +I4  
S.F. 49ers N.O. SAINTS + 14 
MIAMI DOLPHINS (R) BUFFALO BILLS + 17 
K.C. CHIEFS (R) PHIL. EAGLES + 17 

NAHE ............... " .............. . ... . . .... . A .  ........ . . . . 
NO. OF SELECITONS ............................... 

[PLEASE CIRCLE ALL SELECTIONS) 

TIES LOSE UNLESS PI- 
3 WINS I W  3.. 4 fv 1 8 WINS I N  S.. 100 for 1 
r WlNS I N  4..lO tor 1 10 WlNS I N  10.. 250 lo; 1 
5 WINS I N  5 .E  *a 1 l2 WINS I N  U.. 500 for 1 
6 WlNS IN 6 .25  fW 1 15 WINS I N  l!5..25cO h 1 
7 WINS IR 7 - 3 0  for 1 l6 WINS I N  16..5MY fcr 1 -. 

c o r r s o u n o u  PRIZE 
9 Out ef 10. .. .15 far 1-14 Out of l5.. . .XI0 ta I 
11 Od d 12. . ..25 fw-1-I5 0-110f=3P. ... 180 for 1 

College Football-Suturday, Oct. 21, 1972 
TEXAS A&M T. C. U. E 
CLEMSON VIRGINIA U + 3 
HARVARD (R) CORNELL + 3 
WEST VIRGINIA U TULANE + 3 
AUBURN GEORGIA TECH + 3 
IOWA U MINNESOTA U + 3 
TEXAS U Crv) ARKANSAS U + 3 
S. M. U. RICE+ 3 
BOSTON COLLEGE (R) PITTSBURGH + 7 
ALABAMA TENNESSEE + 7 
PRINCETON (R) COLGATE + 7 
YALE (R) COLUMBIA + 7 
HOUSTON U MIAMI (Fla.) + 7 
DUKE MARYLAND +lo 
MICHIGAN STATE WISCONSIN +I0  
OKLAHOMA STATE BAYLOR +10 
MISSISSIPPI U FLORIDA U 4-10 
U. C. L. A. CALIFORNIA U + 10  
WASHNGTON STATE OREGON STATE / l o  
PURDUE NORTHWESTERN +14 
OKLAHOMA U TTV) COLORADO U +14 
OHIO STATE INDIANA U +17 
GEORGIA U VANDERBILT +17 
MICHIGAN U ILLINOIS U +17 
AIR FORCE (R) NAVY +17 
STANFORD OREGON U +17 
NO. CAROLINA U WAKE FOREST +- 19 
PENN STATE (R) SYRACUSE +21 
DARTMOUTH (R) BROWN +24 . . 
L. S. u. KENTUCKY +24 
NOTRE DAME (R) MISSOURI +28 
SO. CALIFORNIA WASHINGTON U +28 
NEBRASKA u KANSAS u i 3 4  

Pro FookIl -Sunday,  Oct. 22, 1972 
G.B. PACKERS A n .  FALCONS + 3 
CLEVE. BROWNS HOUSTON OILERS + 3 
WASH. REDSKINS (TV) D. COWBOYS + 3 
N.Y. JETS m) BALT. COLTS + 7 
N.Y. GIANTS (R) S.L. CARDS + 7 
DET. LIOPS (TV) S.D. C H A R ~ E R S  + 7 
L.A. RAMS W )  cINC1. BENGALS + 7 
OAK. RAIDERS D. BRONCOS +I 3 
PITTS. STEELERS (R) N.E. PATRIOTS +14 
S.F. 49ers N.O. SAINTS +14 
MIAMI DOLPHINS (R) BUFFALO BILLS + I 7  
K.C. CHIEFS (R) PHIL. EAGLES +17 

NAME . ... . . .. . . . ......... ........... ... ... ... . . ......... . . . 
NO. OF SELECI'IONS .......................................... 

(PLEASE CIRCLE ALL SELECTIONS) 



pay o f f  on a pari-mutuel basis ra the r  than the f i xed  odds, but  t h a t  

d i f f e rence  i s  not  fundamental .) 

R e l a t i v e l y  l i t t l e  seems t o  be known by the pol 

b e t t i n g  i n  New York. We be l i eve  (based on the Quay 

i c e  about 

l e  survey 

i l l e g a l  pool 

) t h a t  the 

annual volume i n  the State i s  about 40 t o  60 m i l l i o n  d o l l a r s ,  bu t  i t  might 

be much la rger .  Most pool cards seem t o  be mass-produced on an i n t e r s t a t e ,  

i f  not  na t i ona l ,  basis. Usual ly  they a re  d i s t r i b u t e d  by i n d i v i d u a l s  who 

deal w i t h  the  pub l i c ,  such as news stand dealers, barbers, etc., who nor- 

mal ly  ge t  a s e l l i n g  commission of 25% o f  the  bets. Some bookies, p a r t i c -  

u l a r l y  small bookies, a l s o  handle pools. Most b i g  bookies i n  New York 

have contempt f o r  pool be t t i ng ,  o r  a t  l e a s t  pretend to. 

The pool business i s  immensely vulnerable t o  l ega l  competi t ion. It 

- 
provides even a lower payout t o  b e t t o r s  than do numbers. It does no t  have : 5  

the aspect of "personal service" sometimes associated w i t h  the  numbers. 

Because i t  i s  now operat ing on a weekly bas is  a l ega l  compet i t ion would 

no t  have the d i s t r i b u t i o n a  

payof f  . 
1 l o g i s t i c s  problems o f  d a i l y  bet  c o l l e c t i n g  and 

C. Current Law Enforcement 

New York C i t y  now has some 400 men assigned t o  enforcing the  laws 

against  gambling. Respite t h e i r  e f f o r t s  there  may be as much as a b i l l i o n  

d o l l a r s  a year be t  on sports  i n  New York C i t y  and most be t to rs  have no 

* 
t roub le  p lac ing  a bet  when they want to.  Par t  o f  the  reason why i t  has 

proved t o  be impossible t o  enforce the  law i s  t h a t  there i s  massive cor -  

r u p t i o n  of the  p o l i c e  and o ther  pa r t s  o f  the  c r im ina l  j u s t i c e  system. 

Furthermore, judges who are not  co r rup t  a re  genera l ly  u n w i l l i n g  t o  g i v e  

-?: A t  l e a s t  regular  be t to rs ;  others w i l l  have some t roub le  unless they 

know someone. 



pr i son  sentences f o r  conv ic t i on  of gambling offenses because they do not  

be l i eve  t h a t  the  seriousness o f  t he  crime warrants a heavy penal ty ,  

because they don ' t  t h i n k  a p r i son  term w i l l  do any good, o r  because they 

:: 
t h i n k  o f  p r i s o n  resources as l i m i t e d .  Thus the c r im ina l  law operates 

as no subs tan t ia l  de ter rent .  

I t  i s  i nco r rec t  t o  t h i n k  t h a t  the cur rent  laws against  gambling a re  

having no e f f e c t  a t  a l l .  I f  gambling were l ega l  there would be much 

more promotion o f  gambling and more involvement w i t h  b e t t i n g  by people 

w i t h  on ly  casual i n t e r e s t .  Perhaps more important, some people would 

argue t h a t  the  law serves the  soc ia l  func t ion  of d i sp lay ing  l i m i t s  t o  

human behavior, teaching the  lesson t h a t  soc ie ty  requires cons t ra in ts  

on human choice. The argument i s  t h a t  whatever l i m i t s  soc ie ty  sets w i l l  

be w ide ly  v io la ted ,  bu t  that '  they nevertheless perform a valuable psycho- 

soc ia l  func t ion .  

I Many people have var ious o ther  arguments f o r  the  soc ia l  va lue o f  

I 
r e s t r i c t i n g  gambling, and/or ' r e s t r i c t i n g  State approval o f  gambling. 

None o f  these present a r igorous o r  demonstrable case f o r  the  soc ia l  

va lue o f  r e s t r i c t i n g  gambling, bu t  i t  i s  our view t h a t  the quest ion i s  

d i f f i c u l t  enough t o  understand so t h a t  these arguments against  widened 

State approval o f  gambling should be g iven ser ious weight. An example 

o f  t h i s  type o f  argument i s  contained i n  Appendix II. 

But the pr imary d i r e c t  e f f e c t  of law against  gambl ing  i s  t h a t  i t  

involves the gambl ing  industry,  customers and operators, i n  c r im ina l  

a c t i v i t y ,  and leads t o  massive co r rup t ion  of the c r im ina l  j u s t i c e  system. 

- .- 
f 

I n  a recent case The Appelate D i v i s i o n  c u t  i n  h a l f  a f o u r  year 
sentence g iven t o  a major bookmaker who had attempted t o  b r i b e  p o l i c e  
and the D i s t r i c t  A t to rney 's  O f f i c e  on the grounds t h a t  i t  was excessive. 
People vs. Kerr igan, 37 Appel late O i v i s i m  2d 515, 321 N.Y. Supp. 2d 615, 
(1s t  ~ e ~ t . ) ,  1971. 
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D. Possib le Legal Sports B e t t l n g  

The Sta te  (presumably a c t i n g  through a PBC) cou 11d go I n t o  sports  

b e t t i n g  on eDther head-to-head" ( i nd i v idua l  event) o r  pool card bas is  

(or both).  The two key techniques t h a t  the Sta te  should use t o  ge t  i n t o  

t h i s  business a re  (1) the  use of a serv ice  charge t o  cover the costs o f  

s e l l i n g  and processing bets, and (2) a pari-mutuel payoff system t h a t  

serves the  dual purpose of avoid ing the  Federal excise tax  and guarantee- 

ing  the Sta te  against  b e t t i n g  losses. 

The bookies'  low margin, 4 1/2% f o r  most of the be t t i ng ,  looks as if 

i t  would be impossible t o  compete w i th ,  but  the bookies who operate under 

such a low margin have a h igh  minimum bet.  The cos t  o f  processing a be t  

( t h a t  i s ,  t he  operat ing cos t  o f  the  b e t t i n g  agency) a re  the  same whether 

the bet  i s  $2.00 o r  $100.00. The Sta te  could assure i t s  a b i l i t y  t o  pay 

i t s  opera t ing  costs by having a h igh  minimum bet  and a low takeout, l i k e  

the  bookies. We be l i eve  t h a t  i t  would be simpler,  more i n  keeping w i t h  

the ac tua l  economics, and i n  many ways preferable,  t o  have a simple f l a t  

charge f o r  making a bet ,  no matter  what the s i z e  of the bet.  This f l a t  

charge would be approximately the  ac tua l  cos t  t o  the  b e t t i n g  agency of 

s e l l i n g  and processing the bet .  On the basis o f  New York C i t y  OTB expe- 

r ience, t h i s  charge might be i n  the  neighborhood of f o r t y  cents, a l though 

increased experience and a h igher volume might permit a lower cost .  While 

i t  i s  t r u e  t h a t  i n  serious gamblers' ca l cu la t i ons ,  a $2.00 'be t to r  "could 

not  a f fo rd1 '  t o  pay a f o r t y  cent charge on an almost even money bet ,  many 

casual p layers would be happy t o  make such bets, and there i s  no reason 

J; The phrase "head-to-head" b e t t i n g  means bets on a s i n g l e  event. 
Some people use a s i m i l a r  phrase, "man-to-man" b e t t i n g  t o  mean bets 
between i n d i v i d u a l s  ra the r  than w i t h  bookies o r  a system. 



t o  exclude them. ($2.40 i s  exac t l y  what someone b e t t i n g  w i t h  a bookie 

has t o  pay t o  w in  $200. O f  course, most such casual players, i n te res ted  

p r i m a r i l y  i n  the  sport ,  w i l l  cont inue t o  bet  mostly w i t h  f r iends. )  

The Sta te  would earn a p r o f i t  by tak ing  a small percent o u t  o f  the 

monies bet  before d i s t r i b u t i n g  the  remainder t o  the winners i n  pari-mutuel 

form. Three percent mi-ght be a reasonable f i g u r e  f o r  the  Sta te  t o  take 

o f f  the  top a t  the  beginning, including breakage t o  the dime. Th is  would 

mean t h a t  f o r  any bet  above $9.00 the  b e t t o r  would be g e t t i n g  b e t t e r  odds 

from the  Sta te  than from the bookie, assuming t h a t  there  a re  equal amounts 

be t  on both sides. I f  there  are  unequal amounts, the  b e t t o r  w i l l  do b e t t e r  

w i t h  the  bookie i f  he i s  b e t t i n g  w i t h  the  favo r i t e ,  and b e t t e r  w i t h  the  

Sta te  i f  he i s  b e t t i n g  w i t h  the  underdog (both " favo r i t e "  and "underdog" 

* 
r e f e r  t o  the  volume o f  be t t i ng ,  no t  who i s  expected t o  win).  

A number o f  d iscussions,of  l ega l  a l t e r n a t i v e s  t o  bookmakers have 

assumed t h a t  the  pari-mutuel game run by the  Sta te  would no t  be competi- 

t i v e .  We be l i eve  t h a t  such a game would i n  fac t  draw a substant ia l  share, 

maybe as much as a h a l f  o r  more, of the  e x i s t i n g  business. Although i t  i s  

a l s o  q u i t e  poss ib le  t h a t  b e t t o r s  would not  l i k e  t h a t  form o f  b e t t i n g  

and on ly  a much smal ler  percent would use the  lega l  game. I t  i s  genera l ly  

assumed t h a t  s ince the  b e t t o r s  a r e  now b e t t i n g  f i xed  odds (e.g., 11-10 o r  

6-5) they p r e f e r  tha t .  Undoubtedly some prefer  f i xed odds, bu t  we be l i eve  

t h a t  a good many b e t t o r s  w i l l  l ea rn  not  t o  care, and t h a t  many w i l l  p re fe r  

;5 
When a b e t t o r  bets $22.00 w i t h  a bookie, he gets $42.00 back i f  he 

wins and noth ing  if he loses. I f  he bets $22.00 w i t h  the State, f o r t y  
cents goes t o  se rv i ce  charge and $21.60 goes i n t o  the  pool. A two-man 
pool,  one on each side, would have $43.20 of which the  State takes $1.30, 
and $41.90 goes t o  pay the winning b e t t o r  who put  up $22.00. (This calcu-  
l a t  i on  ignores breakage.) 



pari-mutuel.  Some b e t t o r s  l i k e  t o  outguess the crowd and a pari-mutuel 

* 
form o f  b e t t i n g  makes i t  p r o f i t a b l e  f o r  them t o  do so. 

Another advantage of the lega l  system described above, compared t o  

the  bookies, i s  t h a t  i t  o f f e r s  b e t t e r  odds on h igh  bets. (A person 

b e t t i n g  $110.00 w i t h  a bookie would have a r e t u r n  of $210.00 i f  he wins, 

but  i f  he bet  the same $110.00 w i t h  the  l ega l  system, he would get  back 

$212.60.) Furthermore, many o f  the b e t t o r s  would p re fe r  t o  be t  l e g a l l y  

ra the r  than i l l e g a l l y .  Also i l l e g a l  b e t t i n g  always c a r r i e s  a r i s k  o f  not  

being pa id  i f  you win. 

On the o ther  hand, the  bookie would r e t a i n  some advantages, some o f  

which are  not  as important as they a re  o f t e n  sa id  t o  be. F i r s t ,  t he  

bookie o f f e r s  c r e d i t ,  but  t h i s  c r e d i t  i s  more a matter  o f  convenience than 

i t  i s  o f  ac tua l  f i n a n c i a l  importance, because the bookie usua l l y  c o l l e c t s  

w i t h i n  a week, and o f t e n  w i t h i n  a few days. The Sta te  system could, l i k e  

New York C i t y ' s  OTB, provide f o r  b e t t i n g  deposi t  accounts so t h a t  the  

b e t t o r  can bet  by telephone o r  w i thout  b r i ng ing  i n  cash each t ime he bets. 

It could even pay i n t e r e s t  on such accounts so t h a t  there would be no sub- 

s t a n t i a l  cos t  t o  the  b e t t o r  t o  keep h i s  money i n  the b e t t i n g  agency account 

ra the r  than i n  a bank account. While as a matter  of p u b l i c  p o l i c y  i t  may 

not  be f e l t  t o  be appropr ia te  t o  do so, we see no reason why i t  would no t  

be poss ib le  t o  make reasonable arrangements, e i t h e r  d i r e c t l y  o r  through 

* 
We t h i n k  t h a t  i t  i s  poss ib le  and no t  too  expensive f o r  t he  b e t t i n g  

agency t o  operate a t o t e  board which w i l l  l e t  the  b e t t o r  know what the  
odds a re  a t  any moment. While t h i s  w i l l  no t  t e l l  them the f i n a l  odds 
which a re  the basis of c a l c u l a t i n g  winnings, i t  w i l l  g i v e  him a bas is  
f o r  es t imat ing  them. The existence of a t o t e  board w i l l  tend t o  produce 
a l o t  o f  l a s t  minute b e t t i n g  by people who want t o  see what the odds a r e  
before they bet .  This w i l l  produce a peak load problem i n  the s e l l i n g  
system, bu t  there are  a number o f  ways t o  ad jus t  t o  t h i s  (e.g., h igher 
p r i c e  f o r  l a s t  minute be t t i ng ) .  
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some p r i v a t e  agency, f o r  shor t - term c r e d i t  f o r  be t to rs  comparable t o  t h a t  

A 
provided by booki es . 

The bookie o f f e r s  anonymity, whereas the  State b e t t i n g  agency wou 

r e q u i r e  r e p o r t i n g - o f  l a rge  winnings t o  I R S  a t  l eas t  a t  h igh  odds ( t h i s  

somewhat less s i g n i f i c a n t  fo r  spor ts  b e t t i n g  because most winnings w i l  

be a t  low odds), and perhaps o ther  exposure of b e t t i n g  a c t i v i t i e s .  While 

t h i s  would bother  some be t to rs ,  i t  would not  bother a l l .  Furthermore, as 

we suggest l a t e r  i n  t h i s  repor t ,  i t  would be q u i t e  reasonable t o  insure  

t h a t  those bookie b e t t o r s  whose a c t i v i t i e s  a r e  disclosed, get  very  h igh  

exposure t o  law enforcement agencies of a l l  kinds, w i t h  t h e  r e s u l t  t h a t  

one might be more s i g n i f  

t h e  bookies than by b e t t  

The bookies o f f e r  a 

i c a n t l y  r i s k i n g  one's anonymity by b e t t i n g  w i t h  

i n g  w i t h  t h e  State. 

v a r i e t y  o f  specia l  combination bets. But the  

Sta te  can a l s o  o f f e r  a v a r i e t y  o f  bets using pari-mutuel p r i n c i p l e s .  I t  

i s  no t  c l e a r  t h a t  the bookies1 menu of bets w i l l  be a b e t t e r  a t t r a c t i o n  

than the  menu provided by the  Sta te  al though he can o f f e r  many more bets 

than can the  pari-mutuel system. 

The volume o f  business t h a t  could be done on a state-wide bas is  i n  a 

program as described above, could be estimated something as fo l l ows :  the 

i l l e g a l  spor ts  b e t t i n g  (excluding horses) i s  now i n  the range o f  $1 b i l l i o n  

-- 

J: 
The bas ic  c r e d i t  convenience needed i s  t o  l e t  the b e t t o r  pay i n  

cash i n  advance something 1 i k e  h i s  expected loss ra the r  than h i s  maximum 
poss ib le  loss. Fo-r example, suppose a person bets 10 games a t  11-10. 
I n  more than e i g h t  cases out  o f  n ine  he w i l l  w in  3 o r  more o f  h i s  bets.  
This means h i s  maximum probable loss i s  $47.00, but  on a s t r i c t  no-cred i t  
system he would have t o  pu t  up $110.00. For t h i s  reason most b e t t o r s  
"bet" much more than they ever have t o  have i n  cash. I t  i s  somewhat 
a r t i f i c i a l  t o  speak o f  the bookie g i v i n g  $110.00 c r e d i t  t o  a man who 
makes 10 bets and who ends up being owed, say $16.00 by the bookie. The 
usual n o t i o n  t h a t  the bookie i s  p rov id ing  c r e d i t  i s  based on the  unspoken 
assumption t h a t  the  bookie i s  e n t i t l e d  t o  be the stakeholder. 



t o  $2 b i  11 ion. I t  i s  no t  unreasonable t o  t h i n k  t h a t  30 t o  50% o f  t h i s  can 

be switched t o  the  lega l  system by the t h i r d  year o f  operat ion. This would 

be $300 m i l l i o n  t o  $1 b i l l i o n .  We t h i n k  t h a t  $200 t o  $500 m i l l i o n  o f  new 

b e t t i n g  i s  a reasonable guess. (Most o f  t h i s  money would come from people 

who c a n ' t  pay the  bookies minimum bets, don ' t  want t o  bet w i t h  bookies, 

o r  don ' t  know bookies. I t  would inc lude a l a rge  number o f  new be t to rs ,  

al though most o f  them would probably be people who now bet w i t h  f r iends 

o r  on pool cards.) Thus the  t o t a l  volume might we l l  be expected t o  be 

i n  the  range of $500 m i l l  i on  t o  $1,500 m i l l  i on  per year by the t h i r d  year. 

The S ta te ' s  p r o f i t  on t h i s  money would be the  percent taken ou t  o f  the  

par i -mutue 

charge) wh 

there fore ,  

1 pool (s ince a1 1 expenses would be covered by the serv i c e  

i c h  a t  3% would be $15 m i l l i o n  t o  $45 m i l l i o n .  Obviously, 

i c a t i o n  f o r  t h i s  system i s  not p r i m a r i l y  revenue, 

1 a l t e r n a t i v e  t o  the sports  bookmakers. 

t he  j u s t  i f  

but t o  provide a lega 

The head -to-head b e t t i n g  system described above i s  e s s e n t i a l l y  an 

even money game. I t  would appeal most t o  ser ious b e t t o r s  and t o  those 

w i t h  a r o o t i n g  o r  other  i n t e r e s t  i n  the  outcome o f  the  game. For people 

who p r e f e r  long-shot be t t i ng ,  a pool card would be a more des i rab le  bet-  

* 
t i n g  a t t r a c t i o n  and one t h a t  could compete w i t h  the  e x i s t i n g  pool cards. 

.L 

"lt might be thought t h a t  pool cards would have the  add i t i ona l  
advantage o f  reducing the  temptat ion t o  f i x  events by fo rc ing  the  b e t t o r  
t o  bet on many events, and thus reducing h i s  advantage from having f i x e d  
a s i n g l e  one. However, t h i s  i s  not necessar i l y  t rue .  Unless the  
operator  keeps h a l f  o r  more o f  t he  money bet,  i t  can be p r o f i t a b l e  f o r  a 
person t o  f i x  a s i n g l e  game even i f  he has t o  bet  on fewer games, because 
he can "wheel1'--that i s ,  bet both sides o f - - the  o ther  games t h a t  he has 
not  f i x e d .  That i s ,  he can bet  a l l  p o s s i b i l i t i e s  i n  the unf ixed games 
and be c e r t a i n  o f  winning a t  l eas t  once i f  the game he has f i x e d  tu rns  
out  as he has expected. I n  a four-game pool he can be pa id  o f f  a t  10-1 
winning $2 f o r  every $8 bet.  ( c u r r e n t l y  t h i s  seems l i k e  strange 
behavior t o  most gamblers.) 



Special Use o f  Sports Pool Cards t o  Compete w i t h  Bookies 

Pari-mutuel pool cards could be used simultaneously t o  i m i t a t e  the  

head-to-head p l a y  w i t h  a bookie and t o  appeal t o  the b e t t o r  who l i k e s  the 

p o s s i b i l i t y  o f  b i g  winnings from long-shots. For example, i t  could o f f e r  

t h e  b e t t o r  a pool card on which he could p i c k  any s i x  games and be paid 

o f f  i f  he had four ,  f i v e ,  o r  s i x  winners. A pari-mutuel pool might d i v i d e  

a l l  t he  bets i n t o  th ree equal pools, one t o  be d i v ided  among a l l  those 

who had picked f o u r  c o r r e c t  winners, one among those who had picked f i v e  

co r rec t ,  and a t h i r d  t o  go t o  those who had a l l  winners. The expected 

r e s u l t s  f o r  a $10 bet  w i t h  such a pool card a r e  shown below (w i th  11% 

taken o u t  of the pool f o r  t he  Sta te) ,  compared w i t h  the  r e s u l t s  o f  b e t t i n g  

s i x  games w i t h  the bookie a t  $6 t o  $5. Columns (4)  and (5) show the  change 

i n  payof fs  if the pool card i s  used i n  a way t h a t  emphasizes high-odds 

be t to rs ;  i.e., payoffs t o  those who have f i v e  winners out o f  s i x  i n  

column (4) and payoffs on ly  t o  those who have s i x  winners ou t  o f  s i x  i n  

column (5). Higher odds could be obtained by l e t t i n g  the  b e t t o r  bet on 

more games. Lower odds would r e s u l t  if a higher share o f  the  winnings 

went t o  those w i t h  4 c o r r e c t  se lec t ions .  S im i la r  r e s u l t s  could be 

obtained on a f i x e d  odds basis. 

The takeout from pool b e t t i n g  depends on whether most be t to rs  bet 

many o r  few games. Be t t i ng  on many games means h igh  odds and i t  i s  not  

necessary o r  appropr ia te  t o  pay a b e t t o r  as near t o  the co r rec t  odds on 

a long-shot bet  as on a bet nearer t o  even money. However, a f ixed-odds 

game may be p re fe r red  by someone who i s  going t o  f i x  one game and wheel 

the  r e s t .  But i t  i s  not c l e a r  t h a t  t ha t  need be an important considera- 

t i o n .  We f e e l  t h a t  wh i le  a pari-mutuel pool card has c e r t a i n  advantages, 



Number o f  
Correct 

Select ions 

0 
1 
2 
3 
4 
5 
6 

Bet tors Payoff (+) o r  Loss (-) 

Bookie 

-$36 
-$25 
-$I4 
-$ 3 
+$ 8 
+$I9  
+$30 

Po0 1 
(minus 4 0 ~  serv ice  charge) 

(about 11% takeout by State)  

3 classes 2 classes 1 c lass  o f  
o f  w i  nners o f  w i  nners winners 

22 winners 7 winners 1 winner 
ou t  o f  64 out  o f  64 o u t  of 64 

-b 

"This i s  an expected value c a l c u l a t i o n  which would be the average 
r e s u l t  over a long per iod o f  time. Actual short- term r e s u l t s  would vary 
i n  both d i r e c t i o n s .  



a fixed-odds pool card would be a  b e t t e r  competi tor.  I t  i s  e n t i r e l y  

op t iona l  whether the pari-mutuel system should be se t  up i n  a  way t h a t  

has o n l y  l a rge  payof fs  t o  a  small number of be t to rs ,  o r  whether i t  pro- 

vides f o r  smal ler  re turns  t o  a  l a rge  number of be t to rs  ( f o r  example, those 

who p i c k  four  co r rec t  games o u t  o f  s i x  se lec t ions) .  The disadvantages t o  

the Sta te  of havlng small payof fs  t o  many b e t t o r s  i s  t h a t  the administ ra-  

t i v e  load o f  paying winnings i s  increased and the payof fs  t o  the  b i g  

winners i s  decreased. On the  o ther  hand, many payoffs tend t o  s t imu la te  

re -be t t i ng  and t o  b r i n g  i n  be t to rs  who l i k e  t o  have the pleasure o f  win- 

n ing  f a i r l y  f requent ly .  ( ~ o t e ,  f o r  example, t h a t  w i t h  the  six-game pool 

described above i n  the  t h i r d  column o f  t he  tab le ,  a  p layer  b e t t i n g  a t  
. . 

random would be a  winner one week out  o f  three.) 

The representat ives o f  the  var ious spor ts  have genera l ly  been against  

lega l  b e t t i n g  on these sports. The oppos i t ion  w i l l  be strongest t o  any 

form o f  bet which makes f i x i n g  a  game p r o f i t a b l e .  (The f a c t  t h a t  i t  i s  

now p r o f i t a b l e  t o  f i x  games does not a l t e r  t h e i r  pos i t i on . )  I f  i t  i s  

found t o  be des i rab le  o r  p o l i t i c a l l y  necessary t o  meet the  ob jec t ions  o f  

t h i s  group, a  pool bet can be designed t o  make f i x i n g  v i r t u a l l y  useless. 

I f  t h e  Sta te  i s  look ing f o r  a  compromise w i t h  the  o f f i c i a l  spo r t i ng  

I i n te res ts ,  the  k ind  o f  pool described above represents a  k ind  o f  half-way 

pos i t i on ,  c lose r  t o  one p o s i t i o n  o r  the  o ther ,  depending on exac t l y  how 
I 

h igh  the  takeout, how many games the  b e t t o r  has t o  bet,  and how h igh  a  
I .  

percent o f  winners he had t o  have i n  order  t o  c o l l e c t .  





I V .  CASINOS 

A. General Dlscuss Ion  

New York has not  had a s t g n i f i c a n t  amount of i l l e g a l  casino a c t i v i t y  

f o r  some time, and the  idea o f  casinos means very d i f f e r e n t  th ings t o  

d i f f e r e n t  people i n  the State. Some t h i n k  of casinos as glamorous places 

ca te r ing  matnly t o  the r i c h .  Some t h i n k  of them mainly i n  terms o f  

soph is t ica ted games w i t h  low odds and f a s t  ac t ion .  For others, the  image 

o f  the  casino i s  dominated by n o - s k i l l  games: r o u l e t t e ,  keno, rows o f  

s l o t  machines. People whose image o f  casinos dertves from v i s i t i n g  

Nevada t h i n k  i n  terms o f  operat ions which appeal t o  a mass c l i e n t e l e ,  

w h i l e  those whose experience i s  w i t h  European casinos t h i n k  i n  terms 

o f  elegance and h igh  s t y le .  For many people, casinos a re  associated 

w i t h  an unsavory environment--prost i tut ion, loan-sharking, etc.--and 

w i t h  organized crime. 

Th is  great  v a r i e t y  o f  percept ions i s  r e f l e c t e d  i n  the  v a r i e t y  o f  

p o l i c y  p o s i t i o n s  a v a i l a b l e  t o  the  State. The major op t ions  a re  the  

fo l l ow ing :  

1. L i m i t  a d d i t i o n a l  State-sponsored gambling t o  forms t h a t  
' a r e  c u r r e n t l y  operated i l l e g a l l y  i n  the  State on a l a rge  

scale; i.e., no casinos 

2. Defer ser ious cons idera t ion  o f  a casino-bui l d i n g  program 
pending f u r t h e r  experience w i t h  lottery-numbers-pool type 
programs which a r e  eas ie r  t o  design, implement, and con t ro l  

3. Develop a few casinos, probably i n  reso r t  areas, as p a r t  of 
a general expansion o f  State-sponsored gambling 

4. Undertake a casino-bui l d i n g  program w i t h  one o r  more of 
these emphases: 

a. R e s t r i c t i o n  t o  r e s o r t  areas 
b. Locat ion i n  o r  near major popu la t ion  centers 
c. Design t o  discourage gambl i ng  by the  poor 
d. Design t o  a t t r a c t  a mass c l i e n t e l e .  



For the  reasons s ta ted i n  Chapter V I ,  we feel t h a t  the  State would 

be i l l - a d v i s e d  t o  venture i n t o  the sponsorship of casinos a t  t h i s  time. 

However, many people i n  t h e  S ta te  l i k e  t h e  idea o f  casinos as a means f o r  

s t i m u l a t i n g  the  economy of r e s o r t  areas, and f o r  o ther  reasons. .Therefore 

we have attempted, i n  the  f o l l o w i n g  sect ions, t o  descr ibe how New York 

might go about b u i l d i n g  up a State-sponsored casino industry,  t o  est imate 

t h e  costs and revenues, t o  d e f i n e  t h e  specia l  problems and advantages o f  
- 

State-sponsored compared t o  p r i v a t e  casinos, and t o  address the quest ion 

o f  impact on r e s o r t  areas and on the  S ta te ' s  economy as a whole. 

B. Leqal Casinos f o r  New York State 

I .  The Nevada Example 

The best  way t o  look a t  t he  p o t e n t i a l  o f  casinos i n  New York i s  t o  

s t a r t  w i t h  Nevada and make the  necessary adjustments. Approximately 

three-quarters o f  the  b e t t o r s  i n  Nevada a re  Cal i fo rn ians .  One way t o  

t h i n k  o f  Nevada, therefore, i s  t o  say t h a t  C a l i f o r n i a  has l e g a l i z e d  

gambling i n  some o f  i t s  r e s o r t  areas--which happen t o  be across the  State 

l i n e  in,Nevada. Since New York i s  very s i m i l a r  t o  C a l i f o r n i a  i n  terms o f  

popu la t ion  and wealth, i t  i s  reasonable t o  expect t h a t  w i t h i n  ten  o r  20 

years New Yorkers would be gambling i n  casinos about as much as C a l i -  

fo rn ians  are. 

The t o t a l  "dropI1 o r  lfhandlelt i n  Nevada i n  1972 was about $3.2 b i  11 ion. 

That represents the  amount o f  money p u t  i n  s l o t  machines and used t o  buy 

chips a t  the  gaming tables. Roughly f o u r - f i f t h s  o f  t h i s  money was won back 

-1, 

by the  p layers  and o n e - f i f t h  was re ta ined  by the  casinos." Th is  I1one-.f i f th1l 
.*- 
"The amount a c t u a l l y  be t  would o f  course have been much la rge r ;  when 

one buys chips one normally wins and loses them several t imes before  
f i n i s h i n g  p lay ing.  The person who buys $100 worth o f  chips might make 
$1,000 worth o f  be ts  and lose $20.00. Th is  would be described as a "drop" 
o r  "handle" o f  $100 and gross casino revenues o r  winnings of $20.00. 



represented $633 m i  11 i on  cons is t i ng  o f  $408 m i  11 ion  i n  game and t a b l e  

revenue and $225 m i  1 1 ion  from s l o t  mach i ne revenue. 

Some 60 la rge  casinos, vary ing  i n  s i z e  by a f a c t o r  o f  20 account f o r  

95% of  the Nevada gambling. There i s  not  much excess capaci ty ;  dur ing  

peak per iods (swmner i n  the  North, weekends i n  the  South) most o f  the  

casinos operate a t  o r  near capacity.  

New York cou ld  do, l e t  us say, h a l f  the business now being done i n  

Nevada w i t h  perhaps 15 t o  20 casinos, each one smal ler  than the  b iggest  

.*- 
casinos i n  Nevada." As d e t a i l e d  below, i t  i s  e n t i r e l y  reasonable t o  ex- 

pect  t h a t  New York could b u i l d  and s ta f f  twenty- for ty  such casinos over a 

pe r iod  o f  10 t o  20 years; t h a t  the  market would b u i l d  up a t  l e a s t  a t  a 

r a t e  t h a t  would j u s t i f y  t h i s  capac i ty ;  and t h a t  each could earn net  p r o f i t s  

o f  one t o  f i v e  m i  1 1  i o n  pe r  year. 

A review o f  t he  f i n a n c i a l  repo r t s  of several casinos w i t h  p u b l i c  

repo r t s  may g i ve  some idea o f  what might be expected by the  State o f  New 

York i f  i t  i n s t i t u t e d  a casino program. The Table below was developed 

from annual repor ts  o f  the corporat ions shown. Harrahls and Recrion a re  

consol idated statements o f  more than one casino. The monetary f i g u r e s  

submitted a re  lumped i n  some cases under s p e c i f i c  categor ies a t  t h e  con- 

.*-.- ,. <. 
venience o f  the corporat ion.  The Golden Nugget has no lodging f a c i l i t i e s  

- 

"'ln 1971, Harrah's two casino operat ions had reported gross winnings 
(wins l ess  losses, be fore  taxes and opera t ing  expenses) o f  $61,000,000, 
approximately 10% o f  the t o t a l  reported gross winnings o f  a l l  Nevada 
gambling. Some o the r  Nevada casinos have annual gross winnings i n  excess 
o f  $20,000,000. I n  such casinos, the t o t a l  handle o r  lldropll i s  normal l y  
about f i v e  t imes as l a rge  as the gross winnings. 

J-*. ,. ,. For example, i t  appears t h a t  " food and beverage1' a r e  i nc l  uded i n  
the  I1lodgingl1 i n  the  Recrion statement. 



HARRAHS & RECRION & GOLDEN 
SUBSIDIARIES SUBSIDIARIES NUGGET INC. SHOW BOAT INC. 

1972 1970 1971 1971 

$ ROUNDED $ ROUNDED $ ROUNDED $ ROUNPE-0 

Revenues: 

Casino Operations 
Food and Beverage 
Lodg i ng 
Other 

Tota l  

Expenses: 

Casino Operations 
Food and Beverage 
Lodg i ng 
Advert i s i ng 
Entertainment 
Compl imentary 

Accommodations 
Admin i s t ra t i ve  

and General 
U t i l i t i e s  and ' 

Maintenance 
Deprec ia t ion  
Rent 
Bad Debts 

Tota 1 

67,800,000 
21,900,000 

2,900,000 
1 ,200,000 

93,800,000 

20,700,000 
14,000,000 

1 , ~ O O , O O O  
3,100,000 
8,300,ooo 

7,300,000 

20,100,000 

- - 
2,900,000 
l,5OO,OOO 

goo, 000 

80,300,000 

Earnings Before Taxes: 12,300,000 ~ , ~ O O , O O O  1,900,000 3,500,000 

NOTE: To ta l s  may no t  add up e x a c t l y  due t o  rounding. 



t o  l oca te  a c t i v i t i e s  where lodging a l ready e x i s t s  and 

ment by p r i v a t e  i n te res ts .  It would probably p re fe r  

and the Showboat does not i nd i ca te  t h a t  i t  provides any complimentary 

accommodations, Presumably,a casino indust ry  run by a Pub l ic  Bene f i t  

Corporat ion i n  New York would not  o f f e r  complimentary accommodations o f  

any k ind .  Indeed, i t  would not  go i n t o  the ho te l  business, p r e f e r r i n g  

t o  a l l ow  invest -  

t o  f ranch ise  o u t  

irements i t  f e e l s  whatever "food and beverage" and "entertainment" requ 

would be necessary f o r  the success o f  casinos. 

2. Possib le Casino-Bui lding Program 

a. D i r e c t i o n  of the Enterpr ise  

The amendment now before  the l e g i s l a t u r e  f o r  a second reading would 

r e s t r i c t  t he  Sta te  t o  casinos run by the Sta te  i t s e l f  o r  through a Pub l ic  

fee l ,  

d i r e c t l y .  

i c u l t  

Bene f i t  Corporat ion; i t  would p r o h i b i t  p r i v a t e  cas 

and we would concur, t h a t  t h e  S ta te  should not run 

I n  t h e  f i r s t  place, State employees are  under c i v i  

inos. Most people 

a casino indust ry  

1 serv ice  and d i f f  

t o  f i r e  i f  suspected o f  s tea l i ng ;  no one we have spoken w i t h  th inks  a 

dealer  o r  a p i t  boss should be a c i v i l  servant.  Secondly, a Sta te  casino 

d i v i s f o n  would imply a l a rge  bureaucrat ic  e n t i t y  d i f f i c u l t  t o  c reate  o r  t o  

not  be po l  

convenient 

b. A 

e l im inate ,  i f  necessary, once formed. Th i rd l y ,  the PBC may be al lowed a 

degree o f  freedom which would permi t  some management decisions t h a t  may 

i t i c a l l y  p r a c t i c a l  f o r  a State-run system. The PBC i s ,  then, a 

compromise between a Sta te  system and a p r i v a t e l y  run corporat  

l t e r n a t i v e  Casino Concepts 

Concept 1. Resort areas on ly  

ion. 

There a re  two aspects t o  t h i s  concept. The f i r s t  i s  t o  locate  casinos 

where there  are  e x i s t i n g  ho te l  and r e s o r t  f a c i l i t i e s  and where people l i k e  
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t o  go f o r  o ther  reasons 

o f  the heavFly populatec 

than gambling. 

1 areas, especia 

The o ther  i s  t o  keep casinos out  

l l y  the l a rge  c i t i e s ,  i n  order  t o  

discourage casual gambling and t o  reduce gambling by poor people. I n  
e 

p r i n c i p l e ,  t h i s  i s  the "Ca l i f o rn ia  po l i cy "  w i t h  shor ter  distances. That 

i s ,  the  "Ca l i f o rn ia  casinos" are  i n  Nevada, f a r  away from the b i g  c i t i e s  

o f  Los Angeles and San Francisco (about 280 and 240 mi les  respec t i ve l y  

by road). This concept cannot be c a r r i e d  out  r igorous1 y i n  New York but, 

given the l i m i t s  o f  New York's geography, an attempt could be made t o  

f o l  low t h i s  approach. 

Concept 2. Casinos f o r  t rans ien ts  

Bas ica l ly ,  t h i s  i s  the  f i r s t  h a l f  o f  Concept 1: pu t  casinos i n  o r  

near those places which are  a l ready i n  the business of a t t r a c t i n g  and 

accommodating t rave lers .  But i n  Concept 2, we do not  have the r u l e  of 

t r y i n g  t o  avoid populated areas. Under Concept 2 there would be casinos 

on o r  near Manhattan Island. 

Concept 3. Casinos f o r  New Yorkers 

Under t h i s  concept, i n  a d d i t i o n  t o  t r y i n g  t o  prov ide  casino enter -  

tainment f o r  t r a v e l e r s  i n  New York State, casino entertainment would be 

provided f o r  a l l  the  popu la t ion  concentrat ions i n  the  State so t h a t  most 

New Yorkers would not  have t o  go very f a r  t o  go t o  a casino.  h he casinos 

cou ld  be e i t h e r  i n  the  c i t i e s  o r  nearby.) 

Concept 4. Casinos f o r  non-poor people 

This concept, which can be combined w i t h  any o f  the  geographic 

arrangements l i s t e d  above, i s  f o r  casinos t h a t  t r y  t o  discourage the  

business o f  poor people. I t  i s  c l e a r  t h a t  t h i s  cannot be done on a 

complete o r  r e l i a b l e  basis, bu t  i t  i s  poss ib le  t o  put  a minimum o f  $2.00 



o r  even $5.00 on bets a t  t h e  gaming tables,  and t o  use o n l y  quar ter  o r  

h a l f  d o l l a r  s l o t  machines or ,  possib ly ,  t o  exclude s l o t  machines e n t i r e l y .  

( I n  Nevada most s l o t s  are  n i c k e l  s l o t s ,  and there  are some t a b l e  games 

t h a t  have dime o r  quarter  minimum bets although t h e  $1.00 minimum i s  most 

common.) It i s  a l so  poss ib le  t o  charge an admission fee  o r  "membership" 

arrangement t o  casinos as some o f  those i n  Europe do. Unless t h e  casino 

has an inadequate capaci ty ,  such an admission charge would reduce t o t a l  

income, but  would tend t o  discourage poorer players. 

Concepts might be combined. For example t h e r e  might be Nevada-style 

casinos i n  t h e  reso r t s  and a h igh  s t y l e  casino i n  New York C i t y  w i t h  a 

$10 admission charge and $5 minimum bet.  

c. Descr ip t ion  o f  F a c i l i t i e s  and S t a f f i n g  

A good s ized casino (designed i n  Nevada s t y l e  f o r  a drop i n  t h e  range 

g f  $100,000,000 a year) would inc lude 10 t o  12 c rap tables,  40 t o  50 112111 

layouts, 2 r o u l e t t e  wheels, a keno o r  b ingo game, and 800 t o  1,200 s l o t  

machines. O f  course, i t  could begin on a smal ler  scale and b u i l d  up t o  

t h i s  sca le  o r  beyond, depending on t h e  volume o f  p lay  over time. 

L i ke  any other  organizat ion,  a casino has t o  be operated e f f i c i e n t l y  

and l i k e  any o ther  organ iza t ion  t h a t  deals w i t h  t h e  pub l i c ,  t h e  people 

w i t h i n  i t  have t o  be motivated and c o n t r o l l e d  so they do t h e  j o b  i n  an 

appropr ia te  way. A most d i f f i c u l t  problem i s ,  obviously, prevent ing cheat- 

ing. Carefu l  systems and procedures can go a long way i n  prevent ing o r  

1 i m i t i n g  t h e  amount- o f  cheating. The most developed systems o f  t h i s  k ind  

are  those used by t h e  major casinos i n  Nevada which have e labora te  p resc r ip -  

t i o n s  o f  required procedure f o r  a l l  a c t i v i t i e s  and a l so  specia l  physical  

f a c i l i t i e s  such as eye-in-the-sky and closed c i r c u i t  TV systems. S im i la r  
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systems could be used i n  New York PBC casinos." But systems are not 

enough. I t  i s  our b e l i e f  t h a t  the key t o  having casinos run e f f e c t i v e l y  

i s  us ing experienced casino operators i n  the key spots i n  the casino 

management. 

A representat ive la rge casino would have a manager, ass is tan t  manager, 

three s h i f t  bosses"" and about 30 t o  40 f l o o r  supervisors o r  p i t  bosses 

and 300-400 dealers. Most experienced operat ing personnel woul d have t o  

be imported from Nevada. I n  New York, where there would not  be competing 

casinos and serv ices l i k e  complimentary accommodations, the j ob  o f  casino 

manager would be much more "professional" and less customer hand-holding. 

Some o f  the people who are  w e l l  q u a l i f i e d  t o  supervise casino operat ions 

t o  whom we've spoken i n  Nevada.indicate they would p r e f e r  t h a t  k ind  o f  

job. F u l l y  qua l i f i ed ,  f i r s t  c lass casino managers could now be r e c r u i t e d  

a t  sa la r ies  i n  the  range o f  $60,000 t o  $75,000, p a r t i c u l a r l y  i f  they were 

g iven one, two o r  three year contracts.  Ass is tan t  managers would expect 

$40,000 t o  $50,000 on the same basis. P r o f i t  shar ing arrangements would 

not be necessary t o  r e c r u i t  the k i n d  o f  people needed. There i s  some 

p o s s i b i l i t y  t h a t  smal ler  sa la r ies  would be adequate t o  get  people who are  

*A New York PBC could a l so  i m i t a t e  the Howard Hughes organ iza t ion  
which a f t e r  buying casinos i n  Nevada ev iden t l y  experienced some t roub le  
i n  t h e i r  operat ion, h i r e d  a f i r m  run by several ex-FBI men, In te rna t iona l  
I n t e l  1 igence ( I n t e r t e l ) ,  t o  take over the  management funct ions. Th is  k ind  
o f  consu l t i ng  exper t ise  can be used t o  prevent cheating. Lower l eve l  d i s -  
honesty w i t h i n  the organizat ion,  and, o f  course, p layer  dishonesty, w i l l  
occur no matter  what management i s  establ ished. The idea i s  t o  keep i t  
t o  a minimum, not approved but  conceded r e a l i s t i c .  

-L -L 

""These estimates assume 24-hour-a-day operat ion,  as i n  Nevada. New 
York would not necessar i l y  operate t h i s  way. Many European and Caribbean 
casinos operate w i t h  one s h i f t ,  some w i t h  two. 



good enough t o  do the  j ob  required. I n  Nevada today there a re  probably 

100 men o r  more who are  capable o f  being the casino manager and ass i s tan t  

managers f o r  a l a rge  New York caslno. I n  some ways the  job  i n  a New York 

casino may be more a t t r a c t r v e  t o  some men than a job  i n  Reno, Lake Tahoe, 

o r  Las Vegas. 

A s h l f t  boss i s  responsib le f o r  t he  opera t ion  o f  a n . e n t i r e  casino 

f o r  an eight-hour s h i f t .  If the  casino i s  t o  be operated 24 hours a day, 

th ree would be required. To r e c r u i t  s h i f t  bosses w i t h  extensive experience, 

New York would probably have t o  pay about $30,000 t o  $40,000 a year. 

Cur ren t l y  hundreds o f  men a r e  q u a l i f i e d  fo r  t h i s  j ob  and i t  i s  q u i t e  

reasonable t o  assume t h a t  New York could h i r e  as many as i t  needs u n t i l  

i t s  program had been operat ing long enough t o  develop i t s  own, probably 

about f i v e  

Rec r u  

f i r s t  leve  

even tua l l y  

years . 
i t i n g  low l e v e l  superv 

1 supervisors, usual l y  

be se lec ted from peop 

i so rs  would a l s o  be no problem. These 

c a l  l ed  f l o o r  men o r  " p i t  bosses" can 

l e  who have been dea l ing  f o r  a year o r  

two. Furthermore, there are  probably over a thousand people i n  Nevada 

and elsewhere who are  c u r r e n t l y  q u a l i f i e d  t o  serve as p i t  bosses, and a 

number o f  them could be r e c r u i t e d  f o r  New York casinos. P i t  bosses would 

get  s a l a r i e s  i n  the range o f  $15,000 t o  $25,000. 

Dealers can be t r a i n e d  from scra tch  and New York could run a school 

t o  t r a i n  a l l  the dealers t h a t  i t s  casinos needed, o r  could arrange t o  

have p r i v a t e  schools created t o  t r a i n  them. I n  add i t i on ,  some experienced 

dealers should be r e c r u i t e d  and t h i s  would strengthen the  program. 

d. The Quest ion o f  C red i t  

I t  would be reasonable f o r  New York PBC casinos t o  permi t  the cashing 

of checks up to, say, $1,000 f o r  b e t t o r s  a t  the casino. Normal k inds  z f  
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c r e d i t  arrangements t o  p ro tec t  against  bad checks and t o  c o l l e c t  debts, 

i nc lud ing  the  commercial c r e d i t  checking serv ices a v a i l a b l e  i n  Nevada 

and elsewhere, would provide adequate p r o t e c t i o n  against  loss f o r  t h i s  

k i n d  o f  arrangement (even though the checks would not  be lega l  l y  

e n f o r c i b l e  debts). We do not be1 ieve t h a t  the  PBC would f i n d  i t  necessary 

t o  prov ide  c r e d i t  beyond t h i s  k i n d  o f  check cashing serv ice.  Bet to rs  w i l l  

be able t o  arrange l i n e s  o f  c r e d i t  through .banks o r  by depos i t ing  bank 

d r a f t s ,  money orders, o r  negot iable s e c u r i t i e s  i f  they do not  want t o  

c a r r y  cash. While some business w i l l  be l o s t  by f a i l u r e  t o  g i v e  c r e d i t ,  

there w i l l  be no place e l s e  i n  the  Sta te  f o r  b e t t o r s  t o  go and the great  

m a j o r i t y  o f  them would arrange t o  bet  w i thou t  c r e d i t .  A f t e r  a l l ,  the  

t racks do not g i ve  any c r e d i t  and they a re  ab le  t o  gross $1.6 b i  1 1  i on  a  

year i n  b e t t i n g  i n  New York. ( ~ e w  York t racks  do not  even take checks 

and i t  probably i s n ' t  abso lu te ly  necessary f o r  casinos t o  take checks 

e i t h e r . )  However, some convenient arrangements could be made t h a t  wouldnot  

jeopardize the S ta te ' s  pos i t i on .  For example, commercial banks might be 

al lowed t o  have o f f i ces  i n  o r  near casinos. A p layer  w i t h  es tab l ished 

c r e d i t  could go t o  h i s  branch and borrow. It would be t h e  bank's respon- 

s i b i l i t y  t o  secure payment. 

C. P r o f i t a b i l i t y  

1. Discussion 

Our ca l cu la t i ons  o f  p o t e n t i a l  New York Sta te  revenues assume t h a t  

the Sta te  has Nevada-type casinos which ca te r  t o  anyone who w i l l  walk in ,  

r i c h  o r  poor a l i k e .  The Nevada s t a t e  government now makes approximately 
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$50,000,000 a year o f  gross i ncome f rom cas i nos. (Regulatory expenses, 

ex t ra  po l i ce ,  e tc .  reduce the net  d i r e c t  income from gambling.) I n  

add i t i on ,  probably comparable o r  l a rge r  amounts are  made i n  the form o f  

p r o f i t s  by casino owners. 

If New York Sta te  put up the c a p i t a l  f o r  the casino indust ry ,  i t  

would be e n t i  

Nevada ' s tax  

preneurship. 

entrepreneur i  

t l e d  t o  re turns  on c a p i t a l  as w e l l  as t o  i t s  equ iva lent  o f  

rate.  Moreover, i n  Nevada there  are  a l so  p r o f i t s  from ent re-  

While a New York Sta te  casino PBC would be e n t i t l e d  t o  such 

a1 p r o f i t s ,  i t  i s  quest ionable whether, i n  fac t ,  they would 

be made, s ince a PBC would face p o l i t i c a l  and o the r  forces t h a t  would tend 

t o  l i m i t  i t s  p r o f i t a b i l i t y .  Many o f  t he  b i g  Nevada casinos spend on t h e  

order of 20% o f  gross winnings on entertainment and complimentary serv ices 

f o r  be t to rs .  Some of t h i s  promotional a c t i v i t y  i s  designed t o  a t t r a c t  

mass gamblers; t h i s  i s  something a PBC could do. But other  a c t i v i t y  i s  

d i rec ted  main ly  toward b i g  bet to rs ,  and i t  i s  estimated t h a t  about 20,000 

o f  these b e t t o r s  ( those who lose over $1,000 a year) account f o r  about 

10% o f  a l l  Nevada casino p r o f i t s  and as much as ha l f  o f  t h e  t a b l e  winnings 

o f  some o f  t h e  b i g  casinos t h a t  espec ia l l y  ca te r  t o  these bet to rs .  

With respect t o  these b i g  be t to rs ,  we have already mentioned the  

"hand-holding" aspect o f  Nevada casino management. I n  add i t ion ,  c r e d i t  

i s  extremely important,and c r e d i t  includes the acceptance o f  checks, 

s ince checks w r i t t e n  t o  pay gambling debts a re  not  l e g a l l y  enforceable, 

even i f  the  t ransact ion  i s  made i n  a s t a t e  where gambling i s  lega l .  Big 

b e t t o r s  normally g i ve  "markers" (notes) when they get  t h e i r  chips. Any 

markers which are  not  reclaimed a t  the end o f  the v i s i t  a re  supposed t o  

be pa id  w i t h i n  a month. Most are pa id  w i t h i n  two months, but  some, 



espec ia l l y  very l a rge  markers, take much longer t o  c o l l e c t .  Over-al l  

losses from bad checks and markers are  estimated a t  about 5-10% o f  c r e d i t  

extended. 

We would guess t h a t  a PBC would lose most o f  the b i g  be t to rs  i f  i t  

had t o  compete w i t h  a p r i v a t e  operator.  However, i f  PBC casinos are  the 

on ly  type o f  game i n  the  State (and adjacent s ta tes)  , most gamblers w i  11 

use them, even those who would p r e f e r  p r i v a t e l y  operated casinos. 

A second advantage of ten mentioned f o r  Nevada i s  tha t ,  because i t  

i s  the on ly  s t a t e  w l t h  l ega l  casinos, i t  serves as the gambling center 

f o r  the whole country. However, Nevada's remoteness from most o f  the 

major popu la t ion  centers o f  the country somewhat reduces t h i s  advantage. 

I n  fac t ,  three quarters o f  Nevada gamblers come from C a l i f o r n i a  and even 

Ca l i fo rn ians  must t r a v e l  s u b s t a n t i a l l y  g reater  distances i n  order  t o  

gamble than would be required f o r  most New Yorkers who had an i n t e r e s t  

i n  gambling a t  casinos i n  New York. 

A t h i  r d  advantage o f  p r i v a t e l y  operated, mutual l y  compet i t ive casinos 

such as those i n  Nevada i s  i ncen t i ve  and a b i l i t y  t o  combat i n t e r n a l  i n e f -  

f i c i e n c y  and corrupt ion.  A PBC should be ab le  t o  do much b e t t e r  i n  these 

respects than a state-run operat ion, bu t  not  so w e l l  as l i censed p r i v a t e  

casinos, On the o the r  hand, being a monopoly, a PBC could increase i t s  

p r o f i t s ,  o r  p r o t e c t  against  losses, by g i v i n g  the p layers  worse odds than 

do the casinos i n  Nevada. However, s ince losses can on ly  accrue from 

incompetence o r  t h e f t ,  t h i s  way o f  assur ing p r o f i t s  would mean t h a t  the 

State was sponsoring a system t h a t  t rans fe r red  m i l l i o n s  o f  d o l l a r s  a year 

from i t s  c i t i z e n s  t o  cheaters o r  t o  subsid ize i n e f f i c i e n c y .  



Cost and revenue estimates 

The f o l l o w i n g  tab les  est imate p r o f i t  and c a p i t a l  costs from a casino 

b u i l d i n g  program t h a t  i s  as f a s t  as we t h i n k  a PBC could go. ( l f  there 

were a number o f  separate ly  operated PBC's the  program could go fas te r . )  

It might w e l l  not be poss ib le  t o  expand t h i s  f a s t .  

This schedule was ca lcu la ted on the  fo l l ow ing  convenient and 

reasonable assumptions. 

1. A casino designed f o r  a handle of $100,000,000 and gross 
winnings o f  $20,000,000 a year w i l l  r equ i re  14,000 sq. f t .  
o f  casino f l o o r  space. This casino w i t h  necessary equip- 
ment, parking, etc.  (but w i thout  food and beverage f a c i  1 i- 
t i e s ,  which would be separate ly  funded) would cost  
$2,400,000. 

2. Casinos w i l l  be b u i l t  i n  two halves. The f i r s t  h a l f  costs 
$1,300,000, the second h a l f  $1,100,000. 

3 .  A h a l f  casino takes one year t o  b u i l d  and i n  the f i r s t  year 
of opera t ion  earns o n l y  h a l f  i t s  ra ted capaci ty  ( i .e. ,  $5 
m i l l i o n  the  f i r s t  year, $10 m i l l i o n  each year the rea f te r ) .  

4. Separate ca l cu la t i ons  are  shown f o r  assumption t h a t  p r o f i t s  
a re  10% and 20% of gross winnings. 

5.. Casinos designed t o  discourage the small b e t t o r   a able 2) 
would requ i re  less space and cost  less t o  handle the same 
d o l l a r  volume. But the  market would b u i l d  up more sl'owly 
and t o  a lower l eve l .  

It i s  apparent t h a t  t h e  f i x e d  c a p i t a l  requirements f o r  any of these 

casino programs are small and working c a p i t a l  i s  a more s i g n i f i c a n t  re -  

quirement. 

3. S t imula t ing  reso r t .a reas  

New Yorkers gamble ex tens ive ly  i n  Nevada, the Bahamas, Puerto Rico, 

and o ther  r e s o r t  areas t h a t  have caslnos, probably spending some $100 

m i l l i o n  a year on gambling t r i p s .  Some o f  t h i s  money would be spent a t  

reso r t s  i n  New York, i f  they had casinos, and the patrons would a l s o  
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requi  r e  o r  des i r e  lodg 

a l l y ,  New Yorkers who 

s ide  the State, would 

reso r t  areas w i t h  cas 

enjoy casino gambling bu t  r a r e l y  engage i n  i t  

take many day t r i p s  and weekend t r i p s  t o  loca 

ings, food, entertainment, and so f o r t h .  Add i t ion-  

out-  

1 

lnos because o f  the convenience o f  access: t h i s  

would be the bu lk  o f  the trade. Thi rd,  people who 

would be drawn t o  some ex tent  from other  s ta tes  and 

t h i s  might soon be matched by New Yorkers gambling 

- d ic t i ons .  

l i k e  casino gambling 

Canada, al though 

i n  neighboring j u r i s -  

- 
However, there a re  several problems w i t h  the  argument t h a t  the estab- 

l ishment o f  casinos would help New York's r e s o r t  indust ry  and other  

; indus t r i es  t h a t  ca te r  t o  t rave le rs .  There i s ,  f i r s t ,  the  quest ion o f  

how much money would be 

elsewhere. I f  New York 

casinos, i t  undoubtedly 

However, we t h i n k  t h a t  

spent i n  the Sta te  t h a t  i s  now being spent 

S ta te  were the  on ly  s t a t e  i n  the East t o  have 

would get  some business from other  s tates.  

i t  would be f o o l i s h  t o  a c t  on the assumption t h a t  

New York would be the on ly  o ther  s t a t e  besides Nevada t o  have casinos 

f o r  very long. We t h i n k  t h a t  New York's p o l i c i e s  should be made on the 

assumption t h a t  if New York has casinos, o the r  Eastern s ta tks ,  and 

poss i b 

approx 

York w 

l y  Canada, w i l l  a l so  have casinos. A conservat ive but  r e a l i s t i c  

imat ion i s  t h a t  some t ime a f t e r  New York establ ishes casinos, New 

ill again be competing equa l ly  w i t h  o ther  s ta tes  f o r  the d o l l a r s  

spent by t rave le rs  and t o u r i s t s .  

New York Sta te  could s t a r t  the movement and get  some compet i t ive 

oes not  seem t o  be a r e l i a b l e  o r  

a basis f o r  making a b i g  decision. 

low p r i v a t e  casinos i n  p lace o f  PBC 

advantage by being f i r s t ,  bu t  t h i s  d 

s i g n i f i c a n t  enough advantage t o  form 

If o the r  s tates,  l i k e  New Jersey, a1 



casinos, i t  i s  l i k e l y  t h a t  they w i l l  be more e f f e c t i v e  i n  a t t r a c t i n g  

gamblers, p a r t i c u l a r l y  the l a rge  be t to rs .  I n  o ther  words, i f  New York 

leads the way t o  moving the  compet i t ion fo r  t o u r i s t  d o l l a r s  t o  a 

compet i t ion of casino a t t r a c t i o n s ,  i t  could be moving the compet i t ion 

i n t o  an area i n  which i t  s t a r t s  o f f  committed t o  having a second-class 

a t t r a c t i o n .  

However, i t  i s  s t i l l  t r u e  t h a t  i f  New York establ ished a group o f  

casinos i n  resor ts ,  the number of people going t o  these resor ts  would 

increase, more people would be employed as waitresses, bartenders, and 

i n  a1 1 the o the r  jobs required by the t r a v e l  and tour  ism business ( there  

i s  some uncer ta in ty  about t h i s ,  bu t  we w l l l  assume i t  i s  so). Thus, 

casinos would s u p e r f i c i a l l y  seem t o  be having a l a rge  favorable impact on 

the  S ta te ' s  economy, bu t  t h i s  would be a misleading impression. Every 

d o l l a r  t h a t  a New Yorker spends a t  a New York reso r t  t h a t  he goes t o  

because o f  the  a t t r a c t i o n  o f  the  nearby casino, i s  a d o l l a r  t h a t  he 

doesn't  spend on some o the r  en terpr ise ,  probably a l so  i n  New York. That 

i s ,  the  d o l l a r s  and jobs t h a t  go t o  New York r e s o r t  and ho te l  operators 

come from New York spo r t i ng  events,'home improvement businesses, movies 

and o ther  entertainment, o r  o ther  businesses. The money spent i n  resor ts  

i s  not  new money, but  t rans fer red money, therefore the jobs are  mostly 

J; 
not  new jobs bu t  t rans fe r red  jobs. 

j: 
For a number o f  reasons there  may be economic advantages--or poss ib l y  

disadvantages--in the t r a n s f e r  o f  business from other  i ndus t r i es  t o  the 
r e s o r t  and o the r  casino-re lated indus t r i es .  But these e f f e c t s  are  a l l  
second order  o r  marginal e f f e c t s ;  the fundamental p o i n t  i s  the one noted 
here t h a t  casinos most ly  don ' t  c reate  jobs, they t rans fe r  them. 



0 .  Separate Operations o f  S l o t  Machines and 
S i m i  l a r  Games 

S l o t  machines produce almost 40% of the gambl ing revenues i n  Nevada 

casinos. Another s i g n i f i c a n t  s l i c e  of the revenues come from such 

r e l a t i v e l y  simple t o  operate games as bingo, keno, wheel of fortune, and 

r o u l e t t e .  This would suggest t h a t  i t  would be poss ib le  f o r  New York t o  

ge t  a c e r t a i n  amount o f  gambling a c t i v i t y  and revenue wi thout  the  

r e l a t i v e l y  l a rge  and compl ica ted en te rp r i se  o f  s t a r t l n g  casinos. "Penhy 

-1. 

arcade-type" casinos could be opened q u i t e  easi ly,"  o r  c e r t a i n  k inds o f  

en terpr ises  such as bars, which a re  a l ready requ i red  t o  exclude minors, 

could be al lowed t o  have such devices. The p o t e n t i a l  net  revenue might 

be i n  the range o f  $50 t o  $100 m i l l i o n  i f  such devices were made a v a i l -  

able very w ide ly  i n  the State. The problem of regu la t ion ,  p r o t e c t i o n  

and c o n t r o l  o f  such a w ide ly  d i s t r i b u t e d  indus t ry  would be substant ia l .  

A number o f  s ta tes  have had bad experiences w l t h  s l o t  machines i n  the  

past.  No s t a t e  has attempted t o  have a PBC se t  up a s l o t  machine and 

re la ted  game gambling industry.  Since there  i s  now no such indust ry  

being conducted on an i l l e g a l  basis, and s ince i t  seems t o  be one o f  t he  
- - - 

more u n a t t r a c t i v e  p o s s i b i l i t i e s ,  we have not  s tudied t h i s  idea i n  any 

d e t a i  1 .  

"There a re  a number o f  very p r o f i t a b l e  establ ishments o f  t h i s  type 
i n  Las Vegas. 



V.  LEGALIZED GAMBLING AND ITS POTENTIAL EFFECT 
ON ORGANIZED CRIME AND CORRUPTION 

This sec t ion  i s  addressed t o  those people who are  consider ing support- 

ing the  extension o f  legal  gambling because o f  i t s  poss ib le  value i n  

f i g h t i n g  i l l e g a l  gambling, organized crime, and the  co r rup t ion  o f  p u b l i c  

o f f i c i a l s .  We w i l l  consider how lega l i zed  gambling can be used as a 

weapon against  i l l e g a l  gambling and i t s  l i k e l y  ef fect iveness.  

A. How Legal ized Gambling Can Hurt Organized Crime 

1. Taking Business Away 

Obviously, increased lega l  gambling can h u r t  i l l e g a l  gambling and 

co r rup t ion  by a t t r a c t i n g  i t s  customers. Since numbers and sports  b e t t i n g  

a re  the  types o f  gambling t h a t  a re  important t o  organized crime, i t  i s  t he  

customers f o r  these rackets t h a t  must be a t t r a c t e d  away i n  order  t o  h u r t  

organized crime. 

The t ~ o ~ i n d u s t r i e s ,  numbers and sports  b e t t i n g  a re  p a r a l l e l  and some- 

what re la ted,  bu t  i n  many ways q u i t e  d i f f e r e n t  from each other .  The dec i -  

mation o f  e i t h e r  of these businesses would be o f  substant ia l  va lue i n  the  

f i g h t  against  organized cr ime and cor rupt ion ,  bu t  t he  b e n e f i t  o f  l a r g e l y  

w ip ing  out  - both of t h e  businesses would probably be s u b s t a n t i a l l y  more 

than tw ice  t h a t  o f  w ip ing  out  e i t h e r  one. The p r o f i t s  t o  organized cr ime 

from each o f  these businesses i s  comparable, probably on the order  o f  

$30 m i l l i o n  each. . (We should emphasize t h a t  the  est imate o f  p r o f i t  t o  

organized cr ime i s  very d i f f i c u l t  t o  make and contains la rge uncer ta in t i es .  

That i s ,  we would not  be surpr ised i f  t h i s  est imate were wrong by a f a c t o r  

o f  two.) The two rackets have very d i f f e r e n t  s t ruc tures  and r e l a t i o n s h i p  

w i t h  the  community and the  c r im ina l  j u s t i c e  system. The b i g  bookie, who 



handles the great  bu lk  o f  the i l l e g a l  sports bet t ing,  has an a f f l u e n t  

c l i e n t e l e  because h i s  minimum bet i s  t y p i c a l l y  $20.00 and many bookies d is -  

courage bets below $50.00. The b i g  bookies employ r e l a t i v e l y  few people. 

Most o f  the industry i s  probably composed o f  on the order o f  100 "f i rms" 
- 

employing a t o t a l  of perhaps 3,000 people. Because bookmaking i s  a re la -  

t i v e l y  inconspicuous a c t i v i t y ,  most o f  the cr imina l  j u s t i c e  corrupt ion i s  

p r ima r i l y  l im i t ed  t o  those elements i n  the po l i ce  department spec ia l i z ing  

. i n  gambling law enforcement, p r i n c i p a l l y  detect ives and plainclothesmen, 

and people i n  the d i s t r i c t  a t torney 's  o f f i ces ,  courts, and other par ts  o f  

the system. 

There are many more customers f o r  the numbers business, mostly not 

a f f l uen t .  The numbers industry has on i t s  payro l l  f i v e  o r  ten times as 

many people. I t s  operations are very v 

cor rupt ion o f  precinct  policemen, as we 

j u s t  i ce  system. 

i s i b l e  and therefore  it requires 

11  as higher-ups i n  the cr imina l  

Bookies may spend on the order o f  $10 m i l l i o n  per year on corrupt ion,  

wh i le  the numbers racket may spend twice as much. But the money goes t o  

la rge ly  d i f f e r e n t  par ts  o f  the cr imina l  j u s t i c e  and p o l i t i c a l  system. The 

numbers people probably pay br ibes t o  many more indiv idua 

While the t o t a l  amount from these two indust r ies  est  

t o  pay br ibes t o  people i n  the cr imina l  j u s t i c e  system i s  

1 s. 

imated t o  be used 

not 1 a rge compared 

t o  the t o t a l  sa lar ies  paid t o  the people i n  these systems '(police, courts, 

d i s t r i c t  attorneys), only about f i v e  percent, i t  i s  not inconsiderable and 

s $1,000 per man on the po l i ce  force annually. 

i n  gambling cor rupt ion payments i n  the State 

ibuted approximately as fol lows: perhaps 

amounts f o r  example t o  perhap 

If there are $30 m i  1 1  ion 

each year they might be d i s t r  



5,000 men g e t t i n g  an average o f  $2,000 per year, perhaps 2,000 ge t t i ng  

between $3,000 and $8,000 per year, and another 1,000 ge t t i ng  more than 

$8,000 per year. This would be something l i k e  8,000 men i n  t o t a l  receiv-  

i t a b l e  

i l e  

ing  cor rupt ion money, o r  equivalent, on a  statewide basis. This would 

include payments t o  po l ice ,  t o  judges, t o  D i s t r i c t  Attorneys, t o  o ther  

cr imina l  j u s t i c e  personnel, t o  leg is la to rs ,  t o  p o l i t i c a l  par t ies ,  char 

cont r ibut ions i n  people's name and other " i n f l uen t i a l "  a c t i v i t i e s .  Wh 

these numbers are  astounding, we t h i nk  they are a  reasonable estimate. 

They are consistent  w i t h  what experienced observers o f  the cr imina l  jus-  

t i c e  system understand, and what i s  general ly known by policemen and other 

insiders,  as we l l  as being consistent  w 

I t  i s  possib le t o  have q u i t e  a  l o t  

t o  the business o f  the i l l e g a l  gamblers 

i t h  the f i nanc ia l  estimates. 

o f  legal  gambling wi thout  c u t t i n g  

. In  fac t ,  today legal and i l l e g a  

gambling i n  New York a re  roughly equal i n  scale a t  a  leve l  o f  about $2 b i l -  

l i o n  per year each ( leav ing aside p r i va te  be t t ing ) .  With casinos the amount g 

of legal  gar;lbling could eas i l y  be m u l t i p l i e d  by f i v e  without any substant ia l  

interference w i t h  organized crime gambling revenues. Apart from casinos 

i t  probably would be possib le t o  add some hundreds o f  m i l l i o n s  o f  do l l a r s  

per year o f  legal  gambling wi thout  i n t e r f e r i n g  w i t h  i l l e g a l  gamblers. 

Legalized sports b e t t i n g  could even help the bookmakers, if i t  were 

or iented toward the small bet tor .  By and large the bookmakers do not now 

service the po ten t ia l  market o f  small sports bet tors.  There i s  reason t o  

be l ieve tha t  there i s  a  large po ten t ia l  demand f o r  small-bet sports bet t ing.  

I f  a  lega l  system supplied t h i s  demand, new be t to rs  would be created, and 

some o f  them might wel l  go on t o  b e t t i n g  w i t h  the bookies as they are able 

t o  a f f o r d  larger  bets. These new book~e  be t to rs  might out-balance those 



b e t t o r s  the  bookies l o s t  t o  the  l ega l  system, i f  t h e  lega 
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1 system were not  

a t t r a c t i v e  t o  the e x i s t i n g  customers o f  t he  bookies. 

2. The Use of New Legal ized Gambling as Part  o f  a Broad-Scale 
A t  tack on l 1 1 egal Gambl i ng 

Up t o  now the  a t t a c k  on i l l e g a l  gambling and the  co r rup t ion  i t  supports 

has been hal f -hearted a t  best.  Th is  i s  p a r t l y  because o f  co r rup t ion  and 

the  reason f o r  t he  low p u b l i c  i n t e r e s t  i n  f 

l a rge r  p a r t  o f  t he  pub1 i c  gambles and/or be 

t i v e l y  innocent amusement, and perhaps even 

gamble. 

p a r t l y  because o f  low p u b l i c  i n t e r e s t  i n  suppressing gamblin 

i g h t i n g  gambling 

l i eves  t h a t  gambl 

t h a t  peop 1 e have 

Perhaps the pri'mary importance o f  l ega l i zed  gambling i n  

. Part  o f  

s t h a t  a 

ng i s  a r e l a -  

a " r i g h t l 1  t o  

the  f i g h t  

against  i l l e g a l  gambling i s  t h a t  i t  might be the  bas is  of ob ta in ing  t h e  

p u b l i c  and p o l i t i c a l  support necessary f o r  a c r e a t i v e  and sustained a t t a c k  

against  i l l e g a l  gambling. The argument would be t h a t  s ince lega l  gambling 

provides a l e g i t i m a t e  o u t l e t  f o r  people's l l r ight l '  t o  gamble no j u s t i f i -  

ca t ion  remains f o r  i l l e g a l  gamblers. To the  ex tent  t h a t  people who a re  

now gambling swi tch t o  lega l  gambling, they w i l l  be moving t o  a p o s i t i o n  

which permi ts  them, w i thout  a f e e l i n g  o f  embarrassment, t o  oppose i l l e g a l  

gambling and perhaps t o  support an a t t a c k  upon it. 

Several p o i n t s  against  t h i s  argument need t o  be noted. F i r s t ,  lega l  

gambling undercuts the  moral f e r v o r  o f  an a t t a c k  on i l l e g a l  gambling per 

se. I1How can gambling be so bad i f  the  State i s  conduct ing the  l a rges t  - 
gambling enterpr ise?"  On the  o ther  hand, t h i s  moral f e r v o r  against  gambling 

does not e x i s t  among very many people, and it i s  already undercut by b e t t e r  

than $2 b i l l i o n  a year o f  lega l  gambling on horses, bingo, and l o t t e r i e s .  



But by the  same token, one can a l so  say today t h a t  there  are  p l e n t y  o f  

forms o f  lega l  gambling, a t  l e a s t  i n  New York Ci ty ,  so t h a t  there  i s  no 

j u s t i f i c a t i o n  today f o r  i l l e g a l  gambling. However, i l l e g a l  gambling i s  

s u b s t a n t i a l l y  d i f f e r e n t  from lega l  and those who p lay  the numbers and b e t  

w i t h  bookies have gambling i n t e r e s t s  many f e e l  are l e g i t i m a t e  and not met 

by t h e  e x i s t i n g  lega l  gambling oppor tun i t ies .  

What would a broad scale a t t a c k  on i l l e g a l  gambling inc lude? 

(1) Competit ion f o r  customers (discussed above) 

(2) Criminal prosecutions w i t h  p r i son  terms 

Only one, person has been g iven a p r i s o n  term s ince t h e  

d e f i n i t i o n  o f  gambling f e l o n i e s  was expanded i n  1960. 

Pr ison terms f o r  gamblers, even i f  f o r  r e l a t i v e l y  law- 

l eve l  employees i n  e f f e c t  increases the  cost  o f  doing 

business f o r  the  bookies. For t h i s  t o  be a s i g n i f i c a n t  

f a c t o r  i t  would probably be necessary f o r  something l i k e  

- a hundred people o r  more t o  be sent t o  State p r i s o n  f o r  

over a year (i.e., i t  would have t o  be f e l t  by something 

l i k e  45% o f  the  i ndus t ry  personnel).  This probably would 

requ i re  about 4-8 f u l l t i m e  Supreme Court pa r t s  ( i nc lud ing  

judges, c le rks ,  d i s t r i c t  at torneys,  lega l  a id ,  etc., which 

would cost  about $2-4,000,000 per  year). I t  would no t  be ' 

a s i g n i f i c a n t  increase i n  our  p r i s o n  populat ion, which i s  

now about -1 3,000. I 

Since New York C i t y  i s  now sending less than 600 men 

a year t o  p r i son  ( f o r  f e l o n i e s )  a f t e r  t r i a l ,  i t  would no t  

be a reasonable use o f  c r im ina l  j u s t i c e  system resources 

t o  t r y  t o  pu t  100 bookies a year i n  j a i l .  There would not 



be much use i n  p u t t i n g  o n l y  a few i n  j a i l ,  unless i t  

were poss ib le  t o  get  the  p r i n c i p a l  operators. 

I n  e f f e c t ,  the  c r im ina l  law i s  no t  a v a i l a b l e  as a 

t o o l  t o  c a r r y  ou t  a p o l i c y  against  gambling. The system 

has broken down almost completely. 

C i v i  1 a c t  ions against  bookmakers 

Th is  would inc lude in junc t ions ,  income tax  law enforcement, 

and t h e  enforcement o f  var ious  areas o f  State and Federal 

regu la tory  and tax  laws app l i cab le  t o  a l l  businesses in -  

c lud ing  bookmaking. The use o f  these s ta tu tes  would be 

usefu l  p r i m a r i l y  as a way o f  economizing on p o l i c e  and 

cour t  t ime i n  apply ing sanct ions against  bookmakers. That 

i s ,  there  are  e f f i c i e n t  ways f o r  the  government t o  l e g a l l y  

and proper ly  add t o  the  d i f f i c u l t y  and cost  o f  doing business 

f o r  the  bookies. These remedies p r i m a r i l y  requ i re  lawyers' 

time. Some o f  the  lawyers would be d i s t r i c t  at torneys,  but 

t h i s  approach would a l s o  permi t  the  use o f  people from the  

Corporat ion Counsel o f  t he  c i t y ,  t he  State Attorney General's 

o f f i c e ,  and Federal o f f i c i a l s  from I R S  and o ther  agencies. 

A substant ia l  degree o f  e f fec t iveness might be expected 

from a commitment o f  perhaps a hundred lawyers which, w i t h  

associated personnel, would cost  on the  order  o f  $5 m i l l i o n  

a year. Much o r  a l l  o f  t h i s  cost  might be recovered by 

seizures o f  cash, f i n e s  and c i v i l  pena l t ies .  



(4) Campaign t o  get  t h e  b e t t o r s  t o  stop b e t t i n g  w i t h  bookmakers 

Part  o f  t h i s  would be a p o s i t i v e  appeal t o  the  be t to rs .  I t  

s t a r t s  w i t h  the  p r o v i s i o n  o f  lega l  a l t e r n a t i v e  t o  the  book- 

maker but  goes beyond tha t .  I t  would be a campaign t o  say 

t o  the  b e t t o r  t h a t  t he  bookmaker supports organized cr ime 

and corrupt ion,  t h a t  he i n d i r e c t l y  helps the  drug pusher, 

e x t o r t i o n i s t  and o thers  who threaten society,  t h a t  t he  State 

i s  g e t t i n g  ser iouz about t r y i n g  t o  do sway w i t h  i l l e g a l  

gambling, and t h a t  the b e t t o r  should coopcrate i n  t h i s  e f f o r t .  

Combined w i t h  t h i s  p o s i t i v e  appeal t o  the  b e t t o r  t he re  

should be a negative appeal, Those who bet  w i t h  i l l e g a l  

bookmakers should i n  some cases be requ i red  t o  t e s t i f y  t o  

grand j u r i e s  o r  i n  t r i a l s .  The i r  names should not be con- 

cealed by the  po l ice .  Informat ion about t h e i r  b e t t i n g  should 

be provided t o  the  I R S  and t o  the  New York State tax  a u t h o r i t i e s ,  

. and t o  o ther  law enforcement o f f i c i a l s  so t h a t  t he  source o f  

t he  money used f o r  i l l e g a l  b e t t i n g  can be inqu i red  in to .  N o w  

o u t  of 100 who bets  w i t h  bookies f 

o r  i n  t r o u b l e  as a r e s u l t  o f  doing 

o f  t h e  bookies'  customers w i l  many 

the  

t h e  b e t t o r s  a re  pro tec ted by the  po l i ce .  I f  on l y  one person 

inds h imsel f  embarrassed 

so, i t  i s  l i k e l y  t h a t  

1 stop b e t t i n g  o r  be t  w i t h  

b e t t  

lega l  system. 

Whi.le i t  i s  t r u e  t h a t  i n  the  compet i t ion w i t h  

i n g  system the  bookie i s  ab le  t o  o f f e r  anonym 

t h e  lega l  

i t y ,  i t  i s  

poss ib le  t o  t u r n  t h i s  against  t h e  bookies. I t  would be 

reasonable f o r  law enforcement agencies t o  concentrate a 

s i g n i f i c a n t  share o f  t h e i r  l i m i t e d  resources on leads 



developed as a r e s u l t  o f  apprehending bookies and t rac ing  

t h e i r  customers. I t  i s  r e l a t i v e l y  easy t o  get the names o f  

many bookie customers. If i t  becomes t r ue  tha t  by being a 

bookie customer one r i s k s  drawing the a t t en t i on  o f  law 

enforcement o f f i c i a l s ,  people who have something t o  h ide 

may then stay away from be t t i ng  w i t h  bookies. A be t t o r  

who does not want t o  draw a t t en t i on  t o  himself might be 

be t te r  o f f  be t t i ng  lega l l y ,  hoping tha t  h i s  a c t i v i t y  w i l l  

be l o s t  i n  the crowd o f  legal  bet tors ,  than he would be 

b e t t i n g  i l l e g a l l y  and knowing tha t  i f  h i s  name were exposed, 

h i s  a c t i v i t i e s  would be c lose ly  scrut in ized,  and the evidence 1 

o f  h i s  be t t i ng  a c t i v i t y  used against him. 1 

This campaign against those who bet  w i t h  i l l e g a l  bookies 1 ' 

would require only a marginal increment i n  the number of I 

lawyers and invest igators  involved i n  the a t tack on gambling, I 

a t  an add i t iona l  cost o f  less than $ 1  m i l l i o n  a year. 

- 

B. could a Broad Scale Attack on I l l e g a l  Gambling be ~ f f e c t i v e ?  

We be l ieve that  i f  the k ind o f  a t tack described above (without much i 

use o f  pr ison terms) could be mounted and sustained f o r  three t o  f i v e  

years, there would be a good chance tha t  the amount o f  i l l e g a l  gambling 

could be very subs tan t ia l l y  reduced (perhaps w i t h  the resu l t  tha t  much o f  

the bookmaking business i s  moved out o f  the State). If i t  1s ex t rao rd ina r i l y  

successful the reduction i n  bookmaking might proceed i n  two stages. Today 

something l i k e  25,000 be t to rs  may be prov id ing most o f  the income t o  the 

bookies i n  the New York C i t y  area (which i s  most o f  the bookmaking i n  the 



Sfatc) ,  prodocing on the  oiadcr s f  $109 m i y l i o n  a year of gross winnings t o  

about 75 3a j3 r  bookmakers. The f i r s t  s?a:je o f  a successful a t t a c k  on the  

bookmakers would d r i v e  away a!l but  t l ~  biggest  be t to rs .  I t  might leave 

a thousand b e t t o r s  l os ing  an average o f  $24,000 a year, o r  a t o t a l  of $25 

m i  1 1  ion a year to ,  say, f i v e  I-ernaining taokn~akers. Because of t he  small 

r~umber o f  i ransact ions  arid i h e  large d o l l a r  value, these operat ions could 

be conducted very  c landest ine ly  and the bo~k~r iakers could a f f o r d  a h igh  

cost  o f  d o i r ~ y  business. The sccond stage would Lc an a t t a c k  on t h i s  small 

but  r i c h  system of i l l e g a l  b o t i i n g .  It. i s  d i f f i c u l t  t o  know whether such 

an a t t a c k  could succeed, bu t  t he  f a c t  t h a t  t h e  t a r g e t  i s  so small would 

c e r t a i n l y  help. In any ease, success i n  the  f i r s t  stage would probably 

be very v a l m b l c  t o  society,  even i f  the  second stage could not  be done 

successfu l ly .  

C a Sh5ul-d -3 M q  j o r , R, r q a i  +,aL-ta c ~ - o ~ l - l - l = e g a 1 G a m b , ~ q  Be M a d s  

The r e a l l y  hard quest ion i s  probably the  p o l i t i c a l  f e a s i b i l i t y  o f  

sus ta in ing  t h c  p o l i t i c a l  and o ther  support necessary f o r  an adequate s t t a c k  

on i l l e g a l  gambling, But be fore  t h i s  quest ion can bc evaluated i t  i s  

necessary t o  ask, does i t  --- make s c n s ~  -- t o  commit the  resources necessary f o r  

such an a t tack? Since the  a t t a c k  would not  make extensive use o f  t he  

c r i m i n s l  j u s t i c e  system i t  probably does not  demand a great commitment 

of resources. The primary commitment required would be leadership. 

The r s t i s n a l e  f o r  making a major a t t a c k  on i 1 lega l  gambl Ing  i s  not t h a t  

gambling per se i s  p a r t i c u l a r l y  e v i l  o r  dangerous t o  society.  The reason 

f o r  making such an a t t a c k  i s  t h a t  the  organized crime and co r rup t ion  sup- 

por ted by i l l e g a l  gambling i s  bad enough t o  j u s t i f y  a major e f f o r t  t o  

e l im ina te  it. No one would deny t h e  d e s i r a b i l i t y  o f  having a c r im ina l  



j u s t i c e  system t h a t  i s  f r e e r  o f  cor rupt ion ,  but i s  i t  important? With a l l  

o f  t he  problems o f  government, a l l  o f  t he  cr ime t h a t  i s  c l e a r l y  bo ther ing  

t h e  populat ion,  a l l  t h e  o ther  forms o f  cor rupt ion ,  i s  i t  sensib le t o  be 

very concerned about gambling cor rupt ion? The answer i s  by no means c lear .  

We would argue t h a t  a good case can be made f o r  making a commitment t o  

devote resources t o  a serious a t t a c k  on gambling co r rup t ion  because cor-  

rup t  ion reduces the  e f fec t iveness o f  a pol  i c e  fo rce  (and the  r e s t  o f  the  

system) not  on l y  against  gambling, but  against  many o ther  crimes, and be- 

cause gambling co r rup t ion  i s  the  s i n g l e  most important p a r t  o f  t he  system 

o f  cor rupt ion .  

Ostensib ly  the  necessary negot ia t ions  f o r  p r o t e c t i o n  o f  gambling are  

discussed by the  c r im ina ls  and thought o f  by the  p u b l i c  o f f i c i a l s  as 

''gambling protect ion." De facto, t h i s  i s  not true.  When such a c o r r u p t i v e  

a l l i a n c e  i s  es tab l ished the  p r o t e c t i o n  t h a t  i s  purchased and a f fo rded goes 

f a r  beyond gambling. The " p r ~ t e c t e d ~ ~  i n d i v i d u a l s  i n  f a c t  purchase an almost 

complete i m u n i t y  from the  law f o r  many o ther  i l l e g a l  ac ts  i n  which they 

may be involved. They are  i n  f a c t  "protected" not on l y  from t h e  ac ts  o f  

t h e  o f f i c i a l s  they have purchased, but  i n  f a c t  from any a c t i o n  t h a t  might 

be taken by a l l  o f  t he  non-corrupted i f  t h e i r  confederates can lea rn  o f  

such contemplated ac t ion .  The corrupted o f f i c e r  has a vested i n t e r e s t  

i n  t r y i n g  t o  see t o  i t  t h a t  no one, i n  o r  ou t  o f  t he  c r im ina l  j u s t i c e  

system, does anyth ing t h a t  might throw h i s  co r rup t  arrangement i n t o  d isarray.  

I f  the  a l l i a n c e  i s  es tab l ished t o  p ro tec t  a given locat ion ,  t h a t  

premise becomes i n  f a c t  a p r i v i l e g e d  sanctuary f o r  many k inds o f  a c t i v i t i e s  

t h a t  go f a r  beyond gambling. For example, i f  a soc ia l  c lub  i s  l f to le ra ted l l  

by the  p o l i c e  because i t s  back room i s  going t o  be used i n  the  l a t e  morning 



and ea r l y  afternoon hours f o r  I1protected gambl 

much fur ther .  The same loca t ion  could be used 

i ngl' the 

f rom 8 p 

bagging heroin and 

used t o  assault de 

imrnuni t y  wi 1 1  go 

.m. t o  midnight f o r  

i t  would enjoy some o f  the same immunity; i t  could be 

l inquent borrowers o f  a loanshark operation between 

midnight and 2 a.m. If someone were being murdered a t  that  l oca t ion  a t  

4 a.m. the po l i ce  o f f i c e r s  on pa t ro l  would be influenced t o  some degree 

by the fac t  tha t  when he i s  working ce r t a i n  tours o f  duty he p icks up the 

payoff money f o r  "gambl i ng protect  ion." 

The discovery o f  widespread cor rupt ion i n  narcot ics enforcement i s  

a t t r i b u t e d  by many expert observers i n  pa r t  t o  the gambl iny enforcement 

cor rupt ion tha t  has ex is ted f o r  some time. These were the f ind ings o f  the 

State Commission o f  Invest igat ion inqu i ry  i n t o  the narcot ics enforcement 

e f f o r t  o f  the New York C i t y  Po l ice  Department (1971) and the f ind ings  o f  

the Knapp Commission invest igators  (1972). 

The opinion o f '  New York Country's D i s t r i c t  Attorney, Frank Hogan, t o  

the E d i t o r i a l  Board o f  the New York Times were summarized: 

Some po l i ce  subdiv is ions are indeed suspect. He had,  
warned against bo l s te r i ng  the narcot ics squad w i t h  
members o f  the pub l i c  morals squad, and, when i t  was 
done anyway, "they brought t h e i r  larcenous i ns t i nc t s  
w i t h  them." (The New York Times, October 12, 1972, 
p. 81.) 

I n  many smaller po l i ce  departments throughout the state, the same u n i t  i s  

assigned t o  gambling and narcot ics  enforcement. 

Corruption tends t o  undercut pub l i c  confidence i n  the p o l i c e  and 

pub l i c  support of the pol ice.  Both o f  these are important i n  c o n t r o l l i n g  

s t ree t  crime and other po l i ce  a c t i v i t i e s .  

I n  general, there i s  reason t o  be l ieve tha t  our government may be 

having some d i f f i c u l t  times i n  the years ahead. Certain kinds o f  in terna l  



s t r a i n s  are  severe. During such a pe r iod  a sound, w e l l - c o n t r o l l e d  p o l i c e  

fo rce  and cour t  system, which mer i t  and have p u b l i c  conf idence and support, 

may be c r u c i a l  t o  the  wel l -being of the  society.  Furthermore, a v i c t o r y  

over co r rup t ion  might be an important achievement and help make people 

be l i eve  t h a t  the government can have successes, and could he lp  t o  r a i s e  

the morale o f  the State. 

D. The Hard Question: I s  There Pol i t  i c a l  support f o r  a Sustained and . 
Concerted At tack on I l l e g a l  Gambling? 

We have argued t h a t  there  i s  good reason f o r  t he  Leg is la ture  t o  be l i eve  

t h a t  i f  i t  decided t o  make a major a t t a c k  against  i l l e g a l  gambling and the  

Executive Branch j o i n e d  i n  such a decision, i t  would be poss ib le  t o  mount 

an a t t a c k  which could have a reasonable (but less than even) chance o f  

succeeding w i t h i n  f i v e  years t o  ,reduce very  sharply the  amount o f  i l l e g a l  

gambling and the  co r rup t ion  t h a t  i t supports. 

We have a l so  argued t h a t  there  are  good reasons why the  Leg is la tu re  

and the  Executive Branch should decide t o  undertake such an at tack.  To 

some ex tent  t h i s  i s  a dec is ion  the  Leg is la tu re  and the  Executive can make. 
- 

But t o  some ex tent  the  dec is ion  can on ly  be e f f e c t i v e  i f  i t  i s  supported 

by the  pub l i c - -espec ia l l y  the  press, t he  j u d i c i a r y ,  and t h e  i n d i v i d u a l s  

who man t h e  c r im ina l  j u s t i c e  system. The danger i s  t h a t  t he  p u b l i c  w i l l  

say t h a t  t he  po l ice ,  the courts ,  the  judges, the lawyers and the  Governor 

should not  be wast ing t h e i r  t ime and a t t e n t i o n  on something as unimportant 

as gambling. Any broad scale e f f o r t  t o  change a major soc ia l  system such 

as the  i l l e g a l  gambling-corrupt ion system w i l l  meet w i t h  s i g n i f i c a n t  

resistance. Part  o f  the  res is tance w i l l  come from those who have been 

a c t i n g  i l l e g a l l y ,  but  t h a t  w i l l  not be a l l .  There w i l l  be res is tance from 



dr ive . )  I t  i s  very hard f o r  the  government 

forces unless the re  i s  broad p u b l i c  support 

i s  not,  and the re  almost c e r t a i n l y  w i l l  not  

support f o r  the  o b j e c t i v e  o f  e l i c i n a t i n g  il 

f o r  the  ob 

be, broad, 

lega l  gambl 

may be, al though i t  i s  very  uncerta in,  adequate p u b l i c  

people who a r e  j u s t  re luc tan t  t o  change, and from those who a re  d is turbed 

by imp l i ca t i ons  t h a t  they have not  been doing t h e i r  j ob  w e l l .  Other 

people w i l l  r e s i s t  because i n  a bureaucracy any a c t i o n  i s  r e s i s t e d  by 

those who are  l e f t  ou t  o r  those who stand t o  lose i n  t h e  bureaucra t ic  

race, o r  f o r  o ther  reasons. The forces o f  negativism a re  always there. 

(The forces o f  co r rup t ion  would a l s o  be working against  t he  ant i -gambl ing 

t o  overcome these negat ive 

j e c t  ive. There 

strong, pub1 i c  

i ng  p e r  se. There 

support f o r  t he  

o b j e c t i v e  o f  c leaning up the c r im ina l  j u s t i c e  system and g e t t i n g  a more 

honest p o l i c e  fo rce  and j u d i c i a r y .  American standards about how much 

co r rup t ion  they w i l l  t o l e r a t e  may have changed i n  recent years. Previously 

throughout t h e  country, i l l e g a l  open casinos were w ide ly  to le ra ted.  During 

t h e  postwar per iod  these casinos have l a r g e l y  disappeared. One o f  t he  

reasons may be t h a t  many Americans came t o  the decis ion t h a t  t h i s  k i n d  o f  

f l a g r a n t  i l l e g a l i t y  and c o r r u p t i o n  was unacceptable. (Of course, o the r  

f a c t o r s  a l s o  played a ro le . )  I n  recent months there  has been a great  deal 

of p u b l i c  a t t e n t i o n  t o  c o r r u p t i o n  issues; i t  i s  poss ib le  t h a t  there  i s  a 

s t rong wave o r  a t  l eas t  undercurrent o f  p u b l i c  concern and p o t e n t l a l  p u b l i c  

l i n g  cor rupt ion .  But b a s i c a l l y  we t h i n k  t h a t  

ined commitment w i l l  depend on s t rong 

support f o r  an a t t a c k  

the  necessary i n i t i a t  

governmental leadersh 

aga i ns t  gamb 

i v e  and susta 

'Po 



E. If the  At tack Against I l l e g a l  Gambling Works, What W i l l  Happen Next? 

While one can imagine the  State mounting a sustained, f a i r l y  expensive, 

c r e a t i v e  and aggressive a t t a c k  on i l l e g a l  gambling f o r  th ree t o  f i v e  years, 

i t  i s  not  r e a l l y  be l i evab le  t h a t  such an e f f o r t  could be sustained over 

ten  o r  twenty years. Does t h i s  mean t h a t  i t  i s n ' t  worthwhi le making the  

e f f o r t ?  We don ' t  be l i eve  so. If the i n i t i a l  a t tack  against  i l l e g a l  

gambling i s  successful, i t  w i l l  not have t o  be cont inued permanently. For 

one th ing ,  i f  lega l  a l t e r n a t i v e s  are establ ished, b e t t o r s  w i l l  get t he  

hab i t  o f  b e t t i n g  w i t h  the  lega l  system. Perhaps more important ly,  the  

system o f  co r rup t ion  t h a t  the  bookmakers have b u i l t  up over many years 

w i l l  be broken. Bookmakers would have t o  s t a r t  again and they would have 

a hard t ime w i t h  t h e i r  i n i t i a l  customers r a i s i n g  enough money. I t  i s  hard 

iece o f  the p o l i c e  fo rce  i f  most o f  t he  p o l i c e  fo rce  

i d i n g  cor rupt ion .  Therefore, a f t e r  most o f  t h e  b e t t o r s  

t o  b e t t i n g  w i t h i n  the  lega l  system o r  induced t o  get  

had been put  ou t  o f  

l i n g  could be sharply 

t o  cor rupt  a small p  

i s  in teres ted i n  avo 

had been t rans fe r red  

out  o f  the  h a b i t  o f  b e t t i n g  and most o f  t he  

business, the  governmental e f f o r t  against  i 

reduced. 

bookmakers 

1 lega l  gamb 

It i s  not  unreasonable t o  assume t h a t  even i f  the  argument above, 

o p t i m i s t i c  as i t  is ,  i s  co r rec t ,  then a t  some time i n  the future--perhaps 

20 o r  30 years from now-- i l legal  gambling and co r rup t ion  might again b u i l d  

up and become a s i g n i f i c a n t  f a c t o r  i n  t h e  c r im ina l  j u s t i c e  system. But i f  

t h i s  were t rue,  the a t t a c k  against  cur rent  co r rup t ion  would not  have been 

wasted. I t  i s  a very worthwhi le o b j e c t i v e  t o  c lean up the  c r im ina l  j u s t i c e  

system f o r  a generation, even i f  the next generat ion w i l l  again have t o  

solve the  problem. 
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The judgment o f  whether o r  not a broad scale, sustained a t t a c k  against  

gambling could succeed i s  a d i f f i c u l t  one. On the  one hand i t  must be 

recognized t h a t  i l l e g a l  gambling has not been e l im inated o r  near ly  e l i m  

nated i n  any major c i t y  i n  the  country f o r  any sustained pe r iod  o f  t ime 

i n  t h i s  century, so f a r  as we know. On the  o ther  hand, such an a t t a c k  

we descr ibe has never been t r i e d ;  i n  p a r t i c u l a r  there  has never been 

simultaneously a b i g  a t t a c k  on i l l e g a l  b e t t i n g  combined w i t h  o f f e r i n g  a 

lega l  a l t e r n a t i v e  t o  the  b e t t o r .  One o f  the  reasons we t h i n k  there  i s  a 

hope of success t h a t  t h i s  k ind  o f  a t t a c k  can be sustained i s  t h a t  book- 

making i s  a r e i a t i v e l y  l ow-p ro f i t  business and there fore  vulnerable t o  

having i t s  costs raised. That i s ,  we would est imate t h a t  the  b i g  book- 

makers' net p r o f i t s  a re  on ly  2%-5 percent o f  the  t o t a l  b e t t i n g  volume. 

F. What Does Orqanized Crime Do If It i s  Forced Out o f  the  Gambling 
Bus iness? 

While some people reac t  t o  the  idea 

cr ime's .gambling a c t i v i t i e s  w i t h  skep t i c  

o t h e r p e o p l e  ask whether o r  not success 

i f  organized cr ime i s  forced ou t  o f  gamb 

t h a t  'is worse f o r  society.  So here we w 

o f  a major a t tack  on organized 

sm t h a t  the  a t t a c k  can succeed, 

s worthwhi le. They argue t h a t  

ing, i t  may t u r n  t o  something 

1 1  consider whether o r  not  soc ie ty  

would hc b e t t e r  o r  worse i f  organized cr ime were nbt involved i n  gambling 

i n  the  way t h a t  i t  i s  today. 

There i s  some p o s s i b i l i t y  t h a t  the  e l i m i n a t i o n  o f  organized cr ime's 

gambling enterpr ises  would s t imu la te  i t  t o  new a c t i v i t i e s  t h a t  might be 

more harmful t o  society.  But f o r  t he  reasons discussed below, we b e l i e v e  

t h a t  t h i s  i s  a r a t h e r  u n l i k e l y  r e s u l t .  I n  the  f i r s t  place, organized 

cr ime now operates i n  a number o f  areas inc lud ing many normally l e g i t i m a t e  
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bus inesses, and anyth ing t h a t  i t  would get 

minated from gambling, i t  might w e l l  get i n  

i n t o  as a r e s u l t  o f  being e l i -  

t o  anyhow, and i f  i t  s t i l l  re -  

ta ined i t s  gambling p o s i t i o n  i t  would have the  p r o f i t s  and c o r r u p t i o n  t h a t  

come from i t s  gambling p o s i t i o n s  t o  help i t  i n  i t s  o ther  en terpr ises .  

While i t  may be usefu l  f o r  soc ie ty  t h a t  gambling occupies the  a t ten -  

t i o n  and tends t o  s a t i s f y  the  needs o f  some members o f  organized crime, a 

st ronger e f f e c t  o f  gambling i s  t h a t  i t  prov.ides money f o r  organized cr ime 

t o  use elsewhere. Perhaps even more important than the  p r o f i t s  i s  t h e  

la rge and genera l ly  accepted, i f  not  lega l ,  o rgan iza t ion  conduct ing the  

gambling enterpr ise ,  and the  p o l i t i c a l  and c r im ina l  j u s t i c e  system connec- 

t i o n s  es tab l ished t o  p ro tec t  the  gambling, bu t  usable f o r  o ther  purposes. 

I n  o ther  words, gambling i s  probably much more l i k e l y  t o  he lp  organized 

o the r  

1 and 

cr ime get i n t o  o ther  a c t i v i t i e s  than 

a c t i v i t i e s .  

Organized crime has been ser ious 

i t  i s  t o  e n t i c e  them away from 

l y  h u r t  by p o l i c e  a c t i o n  ( l oca  

federa l )  w i t h i n  the  l a s t  few years. I t  seems worthwhi le t o  h i t  i t  i n  every 

way poss ib le  i n  order  t o  attempt a major reduct ion  o f  i t s  power. Th is  does 

not seem t o  be an appropr ia te  t ime f o r  low morale i n  the  f i g h t  against  

organized crime. We do not b e l i e v e  t h a t  i t  i s  use fu l  t o  assume t h a t  i f  

you h u r t  them i n  gambling they w i l l  be ab le  t o  h u r t  you worse somewhere 

e lse.  While t h a t  p o s s i b i l i t y  cannot l o g i c a l l y  be r u l e d  out ,  i t  seems 

r e l a t i v e l y  u n l i k e l y .  

The f o l l o w i n g  a re  some o f  t h e  areas i n  which organized cr ime might 

attempt t o  increase 

e l im inated from gamb 

one which i s  a l ready 

i t  a c t i v i t i e s  t o  make up f o r  i t s  losses w h i l e  being 

l i n g :  The primary d i r e c t i o n  o f  movement may w e l l  be 

undetway, which i s  s h i f t i n g  i n t o  l e g i t i m a t e  businesses, 



us ing i l l e g i t i m a t e  techniques such as coerc ion and b lackmai l .  Loanshark- 

ing  might increase, al though the  c u t - o f f  o f  gambling p r o f i t s  would tend t o  

l i m i t  the  a b i l i t y  o f  organized cr ime t o  inves t  more i n  usurious loans. 

It i s  poss ib le  t h a t  organized cr ime would move more s i g n i f i c a n t l y  i n t o  

p r o s t i t u t i o n ,  pornography, and o ther  sex-re lated enterpr ises.  

G. Other E f f e c t s  o f  Success 

What do the  o ther  employees of the i l l e g a l  games, p r i n c i p a l l y  the 

runners, do i f  i l l e g a l  gambling i s  l a r g e l y  wiped out?  

Those runners, o r  others, f o r  whom gambling i s  a s ide l i ne ,  producing 

e x t r a  income, w i l l  genera l ly  have t o  accept a lower standard o f  l i v i n g .  

While presumably many of them w i l l  look f o r  an a l t e r n a t i v e  source of a 

second income, most ly  they w i l l  have a d i f f i c u l t  t ime f i n d i n g  something 

as easy and l u c r a t i v e  as gambling 

Those employees f o r  whom gambling was the  p r i n c i p a l  source o f  support 

o r  so le  occupation w i l l  have t o  f i n d  new occupations. Presumably they 

w i l l  t h i n k  f i r s t  o f  i l l e g a l  occupations, and thus there  w i l l  be a l a rge  

increase i n  the  supply of i l l e g a l  labor. However, we have seen no ana lys is  

t o  i nd i ca te  t h a t  soc ie ty  i s  much pro tec ted because t h i s  labor  i s  now i n  

short  supply. 

I n  general, our soc ie ty  faces each year much more technological  o r  

o the r  unemployment than w i l l  be caused by s h u t t i n g  down i l l e g a l  gambling. 

There i s  no reason. to t h i n k  t h a t  soc ie ty  i s  i n  such poor shape t h a t  i t  

cannot a f f o r d  t o  put c r i m i n a l s  out  o f  work. 
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To t h e  ex tent  t h a t  the  runners a re  now p rov id ing  a  serv ice  t o  b e t t o r s  

( ra the r  than merely having monopoly access t o  the  b e t t i n g  system), they 

w i l l  be able t o  s e l l  such serv ices a f t e r  the lega l  system i s  establ ished. 

For example, i f  l i t t l e  o l d  l ad ies  who do not wish t o  leave t h e i r  apartments 

want t o  have t h e i r  numbers taken from t h e i r  homes, a  former runner can go 
1 I 

i n  the  business of running errands f o r  such o l d  ladies.  They can charge 

$ quar ter  a  t i c k e t ,  o r  whatever the market wi 1 1  bear, f o r  the j o b  o f  going 

t o  the  b e t t i n g  shop and p lac ing  the  number. I f  there  r e a l l y  i s  a  soc ia l  

need f o r  t h i s  serv ice,  a  supply w i l l  a r i s e  t o  f i l l  the  demand and the 

supp l i e r  might j u s t  as w e l l  employ experienced personnel w i t h  es tab l ished 
7 

kontac ts .  

C 



V I .  SOME GENERAL ISSUES 

A. Some Comments on Promotional A c t i v i t i e s  

We o f t e n  hear the statement t h a t  i t  i s  one t h i n g  f o r  the  State t o  

run o r  sponsor gambling operat ions, but another t h i n g  t o  "promote" them. 

Th is  i s  a sens ib le  statement, i n  the abst rac t .  For most people, 

gambling i s  no t  a v i c ious  add ic t i on  but  a r e l a t i v e l y  harmless d ivers ion .  

Lega l i z ing  gambling i s  an appropr ia te  response t o  t h i s  f a c t ,  and g i v i n g  

s ta te- run o r  state-sponsored organizat ions a mono~oly  o f  c e r t a i n  forms 

o f  l ega l  gambling i s  probably the  best  way t o  assure t h a t  these oDera- 

t i o n s  a r e  managed i n  conformi ty  w i t h  law. On the other  hand, few would 

regard gambling as a des i rab le  a c t i v i t y ,  even i f  the comparison i s  

r e s t r i c t e d  t o  recreat iona l  pu rsu i t s .  For the  Sta te  t o  v igorous ly  promote 

use o f  i t s  parks and beaches c a r r i e s  q u i t e  d i f f e r e n t  connotat ions than 

vigorous promotion o f  gambling. While parks and beaches undoubtedly pose 

greater  r i s k s  t o  physical  h e a l t h  than do OTB par lo rs ,  we regard t h e i r  use 

as a h e a l t h f u l  a c t i v i t y .  We do not worry about t h e i r  over-use by i n d i -  

v idua ls ,  bu t  o n l y  by the  aggregate, where capac i ty  i s  s t ra ined.  

Liy cont ras t ,  capaci ty  i s  no t  a problem where gambling i s  concerned; 

i t  can be expanded t o  meet demand--and t h i s  i s  the  hear t  o f  the issue. 

Given e f f e c t i v e  promotional a c t i v i t i e s ,  how many people would spend how 

much money and how much t ime on lega l  gambling? We do not  know the 

answer, but  a consensus could probably be reached a t  the judgmental l e v e l :  

too  many people, too much money, too much time. The issue resembles the  

cu r ren t  controversy over a d v e r t i s i n g  on c h i l d r e n ' s  t e l e v i s i o n  programs. 

We feel  t h a t  the p u b l i c  i s  suscept ib le  t o  encouragement t o  gamble more, 

and t h a t  t h i s  s u s c e p t i b i l i t y  should not  be exp lo i ted .  



I t  i s  poss ib le  t o  develop a gambling system responsive t o  t h i s  l i n e  

of reasoning. Such a system would make gambling a v a i l a b l e  t o  those who 

wished t o  gamble, bu t  w i t h  no more fan fare ,  s t y l e  o r  ingenu i ty  than i s  

involved i n  making r e s t  rooms a v a i l a b l e  t o  the pub l i c .  I n  the term 

i v e l y  t o  1 exclus employed by the  B r i t i s h ,  these operat ions would appea 

"uns t imulated demand .Ii 

However, as the B r i t i s h  we l l  know, "unst imulated demand'' 

absolute but a r e l a t i v e  concept. Anyone who wins a t  gambling 

pe r iod  a f t e r  h i s  win, a walking advertisement f o r  the  system. 

i s  no t  an 

i s ,  f o r  a 

Thus, 

favorable odds are  themselves a promotional device. So i s  the sheer 

number o f  b e t t i n g  f a c i l i t i e s  provided, and any o ther  measure, such as 

pub l ish ing  winning numbers, t h a t  ca ters  t o  the convenience o f  be t to rs :  

the  more v i s i b i l i t y  the opera t ion  has, the  more w i l l  demand be st imulated.  

Thus, even a system designed exc lus i ve l y  as a serv ice  f o r  e x i s t i n g  

be t to rs  i s  bound t o  create new b e t t o r s  and i s  very l i k e l y  t o  increase 

the b e t t i n g  a c t i v i t y  o f  those who former ly  be t  i l l e g a l l y .  However, 

t h i s  aim i s  no t  foremost f o r  most people who advocate expanded lega l  

gambling i n  New York. Whether t h e i r  main i n t e r e s t  i s  increased rev- 

enue f o r  the Sta te  o r  compet i t ion w i t h  organized crime, a ban on 

ove r t  promotional a c t i v i t y  i s  counterproduct ive. Given a revenue emphasis 

w i t h  r e l a t i v e l y  poor odds f o r  the b e t t o r ,  there i s  an obvious re- 

quirement f o r  f a c i l i t i e s  t h a t  a re  pleasant and convenient and e a s i l y  

i d e n t i f i e d ,  f o r  an i n t e r e s t i n g  menu o f  ways t o  lose money, and f o r  

p u b l i c i t y  of b i g  winners. Adver t is ing  t o  convey the  message t h a t  

gambling i s  fun need not be an i n i t i a l  fea ture  o f  such a sysetm, but  

pressures t o  mount a campaign o f  t h i s  k ind  would become strong whenever 



revenues f e l l  below p ro jec t i ons  

was t o  improve the  odds, i t  wou 

change wi thout  adve r t i s ing  i t .  

. Even 

8 1 

if the response t o  a drop i n  volume 

I d  hard ly  seem sensib le t o  i n s t i t u t e  t h i s  

I n  the  a l t e r n a t i v e  case, where the system i s  mainly designed t o  beat 

the i l l e g a l  competi t ion, the  focus i s  t h e o r e t i c a l l y  on "unst imulated 

demand": the  people who a re  now b e t t i n g  i l l e g a l l y .  However, because the 

Sta te  cannot match a l l  the advantages of the  i l l e g a l  operat ion, successful 

compet i t ion means o f f e r i n g  add i t i ona l  advantages, and p u b l i c i z i n g  these. 

I f  payof fs  a re  h igher  and/or the odds on winning are  be t te r ,  much of t h i s  

advantage i s  diss,ipated i n  the absence of adver t is ing .  Also, as w i t h  the 

revenue emphasis, an a l l u r i n g  menu o f  games and a t t r a c t i v e ,  convenient 

places t o  be t  are important i n  drawing customers away from the  i l l e g a l  

market. But a l l  o f  t h i s  operates as w e l l  t o  c reate  new b e t t o r s  and t o  

induce both o l d  and new be t to rs  t o  spend more money. 

I n  consider ing what promotional a c t i v i t i e s  are  appropr ia te  o r  

des f rab le  f o r  a New York Sta te  gambling PBC, policy-makers have the  

advantage o f  being able t o  study the two e x i s t i n g  operat ions i n  the State, 

the  Lo t te ry  and OTB, which represent d i f f e r e n t  s t y l e s  o f  promotion p a r t l y  

by choice and p a r t l y  f o r  s t r u c t u r a l  reasons. Promotion o f  the  L o t t e r y  has 

the fo l l ow ing  c h a r a c t e r i s t i c s :  

1. Adver t is ing  p r i m a r i l y  by trademark. 

2. Many and convenient sales o u t l e t s  piggybacking on e x i s t i n g  
 commercial^ operat ions.  

3. Agents pa id  by commission ( i ncen t i ve  t o  promoting sales).  

4. Pub1 i c a t i o n  o f  winning numbers; human i n t e r e s t  s t o r i e s  
about b i g  winners, 

5. R e l a t i v e l y  low unSt p r i c e .  
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These t a c t i c s  promote impu 

they f a c i l i t a t e  the h a b i t  o f  r e  

l s e  b e t t i n g  by former non-bettors, and 

gu la r  small be t t i ng ,  f o r  instance, w i t h  

the change from one's grocery purchases. They min imal ly  glamorize 

gambling, and they do not f a c i l i t a t e  b e t t i n g  l a rge  sums. To date, the 
- 

r e s u l t  i s  t h a t  many people pat ron ize  the l o t t e r y  (according t o  the 

Quayle survey, two-th i rds o f  adu l t s  i n  New York C i t y ) ,  bu t  t h e  volume 

- o f  b e t t i n g  has not  met i n i t i a l  expectat ions, nor come up t o  t h e  per 

c a p i t a  l e v e l s  i n  some other  states. 

= New York C i t y  OTB has a  very  d i f f e r e n t  character.  Be t t i ng  i s  

r e s t r i c t e d  t o  specia l  par lo rs ,  reducing recru i tment  o f  new bet to rs .  

I ( ~ h e  - pa r lo rs  are  forb idden t o  prov ide  a t t r a c t i o n s  t o  customers, such 

a s  cha i rs ,  food o r  even c i g a r e t t e  vending machines.) Sales personne 

p r i c e  

ica ted 

i b i t s  t h e  

- 
? re  salar ied,  lack ing  t h e  i ncen t i ve  o f  commissions. The u n i t  
- 
r e l a t i v e l y  high. The b e t t i n g  procedure and opt ions a re  compl 

compared t o  buying a l o t t e r y  t i c k e t ;  we may suppose t h i s  inh  

novice who does not  want t o  be shown up as stupid. 

Given these c h a r a c t e r i s t i c s  o f  OTB, i t s  p o t e n t i a l  market i s  l a r g e l y  

r e s t r i c t e d  t o  e x i s t i n g  horse bet to rs ,  acquaintances o f  these be t to rs  whom 

they b r i n g  i n t o  the  system, and r e l a t i v e l y  se l f -conf ident ,  soph is t ica ted 

people who a re  a t t r a c t e d  by forms o f  b e t t i n g  t h a t  requ i re  s k i l l  as we l l  

as l uck  and are  not deterred by complexity.  

The promotional s t ra tegy  o f  OTB has thus f a r  had two p r i n c i p a l  

components: 

1. To convey an image of the opera t ion  t o  the non-pa r t i c ipa t i ng  
general p u b l i c  as heal thy,  c o l o r f u l ,  and exuberant, ra ther  
than as shabby, vaguely d isreputable,  and patronized by 
pecu l i a r  people; and 



2. Tomaximize the  volume o f  b e t t i n g  w i t h i n  the r e s t r i c t e d  
market by prov fd ing  conveniences (such as telephone bets ) ,  
a v a r i e t y  o f  b e t t i n g  opt ions,  and so f o r t h ,  

The f i r s t  aim; of a-good repute w i t h  the non-par t ic ipa t ing  general pub l i c ,  

has a l s o  been expanded, w t t h  the  h i g h l y  pub l i c t zed  employment o f  ex- 

add ic ts  by OTB, t o  inc lude the  concept of the  organ iza t ion  as "doing good." 

I f  the  Sta te  decides t h a t  a l l  o f  i t s  e x i s t i n g  gambling operat ions . .. 

(except f o r  on-track horsebet t ing  ) and a1 1 new ones should be conducted 

by a s i n g l e  PBC, the  foregoing comparison suggests t h a t  i t  i s  probably 

disadvantageous t o  t h i n k  i n  terms o f  a s i n g l e  se t  o f  po l  i c y  d i r e c t i v e s  

even f o r  advertising, and impossible t o  do t h i s  f o r  many o ther  promotional 

a c t i v i t i e s .  What measures c o n s t i t u t e  excessive encouragement t o  gamble 

d i f f e r  w i t h  the  form o f  gambling and the  nature  o f  t he  d i s t r i b u t i o n  system. 

What measures a r e  necessary f o r  the  i n t e r n a l  heal th - -e f f  ic iency,  morale-- 

a l s o  d i f f e r  w i t h  sub-system c h a r a c t e r i s t i c s :  f o r  instance, as c i t e d  above, 

w i t h  the  use o f  s a l a r i e d  employees o r  agents opera t ing  on commission. 

The complexi t ies recommend a f rank  r e j e c t i o n  of the p r i n c i p l e  t h a t  

i t  i s  a l l  r i g h t  f o r  the  Sta te  t o  sponsor gambling, bu t  not  t o  promote i t .  

Promotional a c t i v i t y  i s  unavoldable. The issue i s  the s t y l e  appropr ia te  

t o  pa ' r t i cu la r  s i t u a t i o n s  and aims. Should promotion of a lega l  numbers 

game be conducted i n  the somewhat mechanist ic s t y l e  o f  the  New York Sta te  

L o t t e r y ?  A f t e r  a l l ,  numbers Js- a l o t t e r y .  O r  should i t  be conducted w i t h  

the  f l a i r  and c o l o r  of OTB prornotion--after a l l ,  as w i t h  OTB, the focus 

would be on wooing people who are  a l ready doing t h i s  k i n d  o f  gambling 

elsewhere? Obviously, these a re  not  e i t h e r / o r  questions, but  thought fu l  

answers t o  them a re  one of the  major fac tors  a f fec t i ng  the success o f  the  

PBC by a l l  standards o f  measurement. 



There i s  c u r r e n t l y  a good deal o f  federa l  l e g i s l a  
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t i o n  which would 

B. Comment on the Role of the  Federal Gwernment i n  
New York 's  Thinking on Legal ized Gambl ing 

gambling i n  New 

i va t i ons .  'The 

have, a t  l e a s t  t o  a minor degree, e f f e c t s  on lega l i zed  

York State. This federa l  l e g i s l a t i o n  r e f l e c t s  two mot 

f i r s t  i s  a general oppos i t ion  t o  gambling which remains more s t rong ly  i n  

many pa r t s  o f  the  country than i n  New York (which, of course, has moved, 

w i t h  the  l o t t e r y  and OTB, more i n  the d i r e c t i o n  o f  l ega l i zed  gambling - 

a l ready) .  The second mot i va t i on  o f  much o f  the  federa l  l e g i s l a t i o n  i s  

t o  a t t a c k  i l l e g a l  gambling and i t s  c o n t r i b u t i o n  t o  "racketeering." How- 

ever, t n  many cases, the  laws d ra f ted  agalnst  i l l e g a l  gambling a l so  apply 

against  lega l  gambling and would i n h i b i t  e f f o r t s  t o  const ruc t  l ega l  

a l t e r n a t i v e s  t o  compete w i t h  i l l e g a l  gambling. 

I f  New York were t o  decide t o  f o l l o w  a p o l i c y  o f  us ing l ega l  gambling 

more than I t  does now,' e i t h e r  t o  r a i s e  revenue o r  t o  attempt t o  compete 

w i t h  i l l e g a l  gamblers, i t  might begin an attempt t o  ge t  some of the  federa l  

laws changed so they d i s t i n g u i s h  between lega l  and i l l e g a l  gambling (or  

perhaps between prof i t -making gambling and gambling conducted f o r  the 

b e n e f i t  o f  the  s ta tes) .  The key federa l  laws o r  regu la t ions  involved a r  

those p r o h i b i t i n g  the transmission o f  gambling informat ion across s t a t e  

l i nes ,  and the  federal income tax. If the Sta te  wanted t o  do sports  

b e t t i n g  on a non-pari-mutuel basis, the 16% federdl exeisa tax  wautd a l s o  

be important because the  exemption i s  l i m i t e d  t o  pari-mutuel b e t t i n g .  

The cur rent  views o f  the  l e g i s l a t o r s  i n  Washington, p a r t i c u l a r l y  

those who have been most concerned w i t h  these laws, make i t  u n l i k e l y  

t h a t  i t  w i l l  be easy t o  get rev is ions .  However, the t rend o f  dec is ion  

on t h i s  issue i s  probably moving, a l though perhaps slowly, toward a more 



favorable pos i t i on  t o  legal  gambling. And i t  would be somewhat easier 

t o  get  l i m i t e d  changes made so tha t  the ru les  passed against c r imina l  

gambling are not appl ied t o  s ta te  gambling. 

Federal income tax laws are a basic problem tha t  any legal  competitor 

t o  i l l e g a l  gambling must face. I n  theory, of course, i l l e g a l  winnings 

are as taxable as legal  winnings. But the i l l e g a l  winnings do not normally 

come t o  the a t t en t i on  o f  the I R S .  (As we have noted elsewhere we bel ieve 

tha t  the I R S  should make a special e f f o r t  t o  inqu i re  i n t o  the i l l e g a l  

winnlngs--and other income--of those bookie be t to rs  who come t o  t h e i r  

at tent ion.)  Legal gambling winnings must be reported by the b e t t i n g  

agency t o  the I R S  i f  they are over $600 and over 299 t o  1. The reason 

fo r  the very high odds r u l e  i s  p a r t l y  the convenience o f  the gambling 

system, and p a r t l y  because o f  the assumption tha t  winnings a t  low 

odds are matChed by gambling losses. O f  course, on ly  net gambling 

winnings are taxable, although a l l  winnings are supposed t o  be reported. 

The fo l low ing  i s  a case f o r  changing the law so tha t  i t  does not 

t r e a t  gambling winnings as income.  h his i s  the B r i t i s h  rule.) Very 

few gamblers are net winners i n  any year, and even fewer are net win- 

ners over t h e i r  l i f e t ime.  It would be simple and convenient f o r  the 

Federal government t o  simply exclude a l l  gambling winnings, since they 

are on ly  e n t i t l e d  t o  tax  net winnings anyway. There i s  no substant ia l  

cost t o  the Federal treasury o f  excluding gambling winnings because there 

aren ' t  very many, and much of those tha t  e x i s t  are not cu r ren t l y  taxed. 

The one case where the gambler r e a l l y  i s  a winner, i s . t h e  person who 

i s  a b i g  winner i n  a l o t t e r y .  His one-time winning w i l l  probably be much 

greater , than h i s  l i f e t ime  losses. On the other hand, there are very few 

of these and t h e i r  symbolic s igni f icance i s  much more important than t h e i r  



- f i n a n c i a l  va lue t o  the  Federal government. Since these winners are  a l l  . 
b e n e f i c i a r i e s  ( i n  some sense agents of) s t a t e  governments, there i s  not  a 

great  deal of sense i n  the  Federal gwernment tax ing  these winnings. 

Furthermore, the  e f f o r t  and cost  by the winner i s  so small i n  p ropor t i on  

t o  the  s i z e  o f  h i s  ga in  t h a t  h i s  winnings could be thought o f  as analogous 

t o  a g i f t  o r  t o  an unsought h o n o r i f i c  p r i z e ,  both o f  which are  untaxed 
i 

( t o  the  r e c i p i e n t ) .  

But the  pr imary reason f o r  t h e  Federal government not  t o  t a x  gam- 

b l i n g  winnings i s  t h a t  t h e  e x i s t i n g  law d iscr iminates  i n  favor  o f  i l l e g a l  

gambling, when the  government should be p r e f e r r i n g  lega l  gambling."' It i s  

: f o r  t h i s  reason t h a t  New York State, i f  i t  wishes t o  expand i t s  a t t a c k  on 

: i l l e g a l  gambling by competing w i t h  i t  ought t o  use i t s  in f luence w i t h  the  

-Federa 1 government 

O f  course New 

profess iona l )  gamb 

t o  t r y  t o  get  t h e  t a x  law changed. 

York Sta te  could change i t s  own laws t o  exclude (non- 

l i n g  winnings from t h e  Sta te  income tax. 

ided not t o  have casinos and desi res t h a t  neigh- 

inos,' i t  might be worthwhi le t o  explore t h e  
,$' 

I f  New York Sta te  dec 

bo r ing  s ta tes  not  have cas 

p o s s i b i l i t y  o f  federal  l e g  i s l a t i o n  which would prevent neighboring s ta tes  

from opening casinos t h a t  would a t t r a c t  New Yorkers. Such "ant i -casino 

l e g i s l a t i o n "  could exclude s ta tes  now having lega l  casinos and so could 

be enacted w i thout  i n t e r f e r i n g  w i t h  Nevada gambling, which has wide accept- 

ance and a l a rge  amount o f  investment involved. The purpdse o f  t h i s  l e g i s -  

l a t i o n  would be t o  prevent a "casino race" i n  the  East and t o  preserve the  

p r a c t i c e  o f  having a s i n g l e  l o c a t i o n  fo r  casinos i n  the  country. It could 

.L 

" I f  the law were changed t o  leave gambling winnings untaxed, some 
specia l  p rov is ions  would need t o  be made t o  keep t h i s  from being used 
t o  conceal i l l e g a l  income. 



be enacted as a temporary measure u n t i l  the  planned federal  study o f  

gambling i s  completed, o r  t o  ensure i n t e r s t a t e  coord inat ion  o f  decis ion.  

C .  The A l t e r n a t i v e  o f  Lega l i za t i on  o f  P r i v a t e  Commercial Gambling 

While the  amendment t h a t  has passed the  f i r s t  reading i n  the New 

York Sta te  L e g i s l a t i o n  would author ize  o n l y  gambling a c t i v i t i e s  conducted 

by PBC's o r  by the  Sta te  government i t s e l f ,  cons idera t ion  o f  t h i s  proposal 

requ i res  t h i n k i n g  about the  a l t e r n a t i v e  o f  l e g a l i z i n g  p r i v a t e l y  operated 

gambling a c t i v i t i e s .  The quest ion i s  d i f f e r e n t  f o r  each o f  the th ree 

major types o f  gambling dtscussed On t h i s  repor t ,  bu t  a few general 

conslderatOons can be discussed before considertng s p e c i f i c  areas o f  

gamb 1 1 ng . 
There a re  apparent ly  two d i f f e r e n t  impulses t h a t  lead one t o  con- 

s i d e r  p r i v a t e  c o m e r c l a l  gambling i n  preference t o  State- o r  PBC-run 

gambling enterpr ises .  The f i r s t  o f  these i s  a sense o f  a l i m i t e d  moral 

t a i n t  t o  gambling, combined w i t h  a sense o f  the  moral, symbolic, and 

teeching r o l e  o f  the 

might be p e r f e c t l y  a 

f o r  the State  i t s e l f  

p r o f i t  from it. For 

may be combined w i t h  

State. Many people would argue t h a t  a l though i t  

11 r i g h t  f o r  people t o  gamble, i t  i s  not  appropr ia te  

t o  encourage t h i s  a c t i v i t y ,  t o  engage i n  i t ,  nor t o  

some people a 

a s t rong sense 

i n  what i s  e s s e n t i a l l y  a t  best  a bu 

lesser  degree o f  these moral f ee l i ngs  

t h a t  the State ought not t o  engage 

siness a c t i v i t y ,  and c e r t a i n l y  no t  a 

governmental func t ion .  Par t  o f  t h i s  re luctance t o  use the State i s  a 

response t o  the  d i v ided  moral f ee l i ngs  i n  the community. There i s  a t  

l e a s t  a subs tan t ia l  m i n o r i t y  o f  the community t h a t  has some degree o f  

moral o b j e c t i o n  t o  gambling. While t h i s  moral ob jec t i on  might w e l l  be 

judged not  s u f f i c i e n t  t o  requ i re  others t o  conform, i t  might w e l l  be 

thought inappropr ia te  t o  have the Sta te  government, which represents a l l  
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o f  the people, and hope fu l l y  t h e i r  "bet ter"  side, no t  engage i n  a c t i v i -  

ion  o f  the popula- t i e s  which are  mora l ly  ob jec t ionab le  t o  a  s i zab le  sect 

t ion. 

These views are  matters o f  values, taste,  and s t y  l e y  and not  much l i g h t  

can be shed on how the Sta te  should resolve these issues by analys is .  

The on ly  mat ter  o f  f a c t  t h a t  seems re levant  i s  t o  note t h a t  h i s t o r i c a l l y  

many s ta tes  have conducted gambling a c t i v i t l e s  f o r  p r o f i t ,  as indeed 

have many churches. 

The second major argument against  S ta te  (or PBC) conduct of the  

gambling enterpr ises  i s  t h a t  the  Sta te  w i l l  not  be ab le  t o  do as good 

a  job  as p r l v a t e  indust ry .  This issue needs t o  be considered separate ly  

f o r  each type o f  gambling. 

1. Numbers L o t t e r i e s  

The case f o r  p r l v a t e  opera t ion  i s  weakest when app l ied  t o  the 

numbers l o t t e r y .  L o t t e r i e s  are  the  kinds o f  gambling t h a t  the  States 

have most commonly done through h i s t o r y ,  and of course, New York Sta te  

i s  now engaged i n  another form o f  l o t t e r y .  A l o t t e r y  i s  the most 

"bureaucrat ic" of any k i n d  o f  gambling a c t i v i t y  and fo r  t h i s  reason more 

s u i t a b l e  than others f o r  opera t ion  by the Sta te  o r  a  PBC. Furthermore, 

the nature o f  l o t t e r i e s ,  t h e i r  requirements f o r  wide d i s t r i b u t i o n ,  a re  

such t h a t  they tend t o  suggest a t  l e a s t  l icensed if not  regulated regimes. 

However, some economists would argue t h a t  compet i t ion by i t s e l f  could 

adequately regu la te  the p r i v a t e  l o t t e r y  business. This may be so, bu t  

i t  seems u n l i k e l y  t o  get  a  f a i r  t e s t  i n  New York Sta te  i n  the 1970's. 

P r i v a t e  ownership of numbers l o t t e r i e s  would almost c e r t a i n l y  r e s u l t  

i n  an attempt by the e x i s t i n g  numbers operators t o  remain i n  the business 



and t o  p r o t e c t  t h e i r  share o f  the market by i l l e g a l  coerc ion against  

p o t e n t i a l  competi tors. As e x i s t i n g  operators, they would a l so  have some 

subs tan t ia l  compet i t i ve  advantage, al though probably not  enough i f  

competi tors were al lowed t o  operate f ree l y .  

Over-al l  i t  seems reasonable t o  be l i eve  t h a t  the forces o f  law and 

order  a re  not s t rong enough t o  a l l o w  f o r  good hopes f o r  an experiment 

w i t h  p r i v a t e  lega l  numbers. If there  i s  any substant ia l  degree of 

regu la t i on  involved i n  pr  

would be q u i t e  substant ia  

the co r rup t ion  were moved 

2. Sports B e t t i n e  

' i v a t e  numbers, the  problem of  co r rup t ion  

1, al though the  s t a t e  would be b e t t e r  o f f  i f  

away from the c r im ina l  j u s t i c e  system. 

Here the  case f o r  p r i v a t e  operat ion i s  strongest.  We have argued - 

t h a t  a PBC could o f f e r  pari-mutuel head-to-head be t t i ng ,  but  t h i s  might 

not  appeal t o  those people now b e t t i n g  w i t h  bookies. Theore t i ca l l y  a 

PBC could compete w i t h  bookies by a c t i n g  l i k e  a bookie. I t  i s  poss ib le  

t o  h i r e  ex-bookies t o  run a b e t t i n g  operat ion. However t h i s  would be 

p o l i t i c a l l y  unacceptable and unwise because i t  would incur  r i s k i n g  tens 

o f  m i l l i o n s  o f  government d o l l a r s  on the basis of one man's judgment i n  

a s i t u a t i o n  where cheating would be easy and suspic ion high. The basic 

argument f o r  p r i v a t e  bookmaking, l i k e  tha t  i n  England, i s  t h a t  i t  i s  

q u i t e  easy t o  be l i eve  tha t  the government can ne i the r  prevent p r i v a t e  

bookmaking nor take i t s  business away by competi t ion, o r  t h a t  i t  i s  not  

appropr ia te  f o r  the government t o  compete because i t  would change sports ,  

and therefore l e g a l i z a t i o n  i s  the on ly  way t o  keep t h a t  a c t i v i t y  open and 

prevent the co r rup t ion  involved. 
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I n  t h i n k i n g  about what would happen if p r i v a t e  bookmaking 

d ,  as i n  Nevada as we l l  as England, the f i r s t  t h i n g  t o  note 

because of the Federal Excise Tax much of the gambling would s 

- i l l e g a l l y .  There might be separate i l l e g a l  operators, o r  the 

bookies might a l s o  operate concealed bets t o  avo id  the  federa l  

were l ega l -  

i s  t h a t  

t i  1 1 be done 

1 ega 1 

tax. 

The bookie 's  bas ic  margin on spor ts  bets i s  4 1/2%. Th is  means t h a t  

- the b e t t o r  must be r l g h t  about 52% o f  t he  t ime i n  order  t o  win. I f  t h e  

federa l  1% t a x  i s  taken out  o f  t h e  bet ,  t he  p layer  i s  paying 13% instead 

of 49h margin f o r  h i s  e s s e n t i a l l y  even money bet ,  and must be r i g h t  more 

than 57% o f  t h e  t ime i n  order  t o  win. Many p layers  would no t  be w i l l i n g  

? t o  pay t h i s  tax. Therefore a s t a t e  pari-mutuel system might be a b e t t e r  

1: compet i t ion t o  the  bookie than a p r i v a t e  l ega l  bookie, so long as the  
-. 

- Federa 

A 

t h a t  w 

1 Excise Tax on gambling stays i n  force.  

number o f  count r ies  do not  t a x  gambling winnings, on the  theory 

inn ings and los ings  balance out  and t h a t  i n  the  long run no b e t t o r  

i s  a winner. Attempting t o  tax  the winnings merely tends t o  d r i v e  the  

gambling underground. But as noted i n  the  d iscussion o f  the Federal law, 

there seems t o  be r e l a t i v e l y  l i t t l e  chance i n  the  sho r t  term f o r  changes 

i n  the ~ e d e r a l  t a x  laws i n  t h i s  area. (incidentally, the present federa l  

income t a x  laws would i n t e r f e r e  w i t h  s t a t e  operated bookmaking as much as 

p r i v a t e l y  operated bookmaking.) 

I f  p r i v a t e  bookmaking were l ega l  i zed and the  ~ e d e r a l '  Excise Tax on 

b e t t i n g  removed, i t  seems almost c e r t a i n  t h a t  organized crime would t r y  

t o  c o n t r o l  the business, o r  a t  leas t  t o  operate o r  e x t o r t  t r i b u t e  from 

a l a rge  share o f  i t .  This i s  t r u e  because o f  the h i s t o r y  o f  organized 

c r ime 's  r e l a t i o n s h i p  t o  gambling. I t  i s n ' t  c l e a r  whether o r  not  the 



attempt by organized crime t o  r e t a i n  a dominant p o s i t i o n  i n  bookmaking 

would succeed. On one hand many o f  the people who would go i n t o  the  

bookmaking business based on having experience w i t h  bookmaking, a re  

people who a re  used t o  having the  p r o t e c t i o n  of and going along w i t h  

organized crime. Many o f  these people would be d i s i n c l i n e d  t o  f i g h t  an 

e f f o r t  by organized crime t o  organize a lega l  bookmaking indust ry ,  others 

would be more independently i n c l i n e d  and depending i n  p a r t  upon the  

e f fec t iveness o f  the p o l i c e  i n  p ro tec t i ng  them, might we l l  succeed 

i n  r e s i s t i n g  attempts t o  be controlled o r  t o  have t r i b u t e  exacted from 

t kax  by organized crime. Bookmaking requires a c e r t a i n  amount o f  s k i l l  

and i n  economic terms i s  most e f f e c t i v e l y  done by someone who wishes a l so  

t o  be a b e t t o r .  (If he i s  a good b e t t o r ,  he makes money as a bookmaker; 

i f  he i s  a poor b e t t o r ,  he goes broke, having subsidized h i s  customers.) 

It can be conducted on a small scale, al though i t  has f a i r l y  h igh  c a p i t a l  

requirements. Many small scale operators a l s o  depend upon the  a v a i l -  

a b i l i t y  of l a y o f f  b e t t i n g  f a c i l i t i e s .  These f a c i l i t i e s  might be t h e  

medium which organized crime coulduse t o  dominate the bookmaking indust ry .  

3. Casinos 

We do no t  b e l i v e  t h a t  i t  i s  reasonable f o r  New York Sta te  t o  t r y  

t o  run a casino i t s e l f .  Therefore i f  there  are  t o  be casinos the  choice 

i s  between p r i v a t e  casinos and PBC casinos. 

As s ta ted  i n  Chapter I V ,  the  basic argument f o r  p r i v a t e  ownership 

o f  casinos i s  t h a t  p r i v a t e  entrepreneurs can do a b e t t e r  j ob  o f  running 

casinos both  i n  the sense o f  making them more fun f o r  the customer, and 

more p r o f i t a b l e  f o r  the  owners, than could a PBC. This i s  amost c e r t a i n l y  

t rue.  
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The bas 

o f  casinos w 

i c  argument i n  favor  o f  PBC casinos i s  t h a t  p r i v a t e  ownership 

i l l  create  excessive p o l i t i c a l  pressures on the  government 

and w i l l  make the casino business more d i f f i c u l t  t o  control-  A p r i v a t e  

casino business can be successfu l ly  regulated, but  New York cannot be 

conf ident  t h a t  i t  can succeed i n  doing so over a long per iod  o f  time. 

The c o n t r o l l e r s  have less incent ive  t o  p e r s i s t  than those being t lcontro l led."  

We be l i eve  t h a t  the argument f o r  PBC casinos i s  a good one, even i f  i t  

means d u l l e r  casinos and lower p r o f i t s .  

D. The l lVictimless Crimet1 Argument 

I n  recent years the  phrase l rv ic t i rn less  crime,I1 and the  idea t h a t  t h e  

on ly  way t o  deal w i t h  v i c t im less  cr ime i s  by e l i m i n a t i n g  t h e  laws against  

it, have grown increas ing ly  important. The bas ic  concept i s  t h a t  there  

i s  a b i g  d i f f e r e n c e  between crimes l i k e  robbery, i n  which a c r im ina l  does 

harm t o  a v i c t i m  who has something done t o  him t h a t  he does not  want. I t  

i s  argued tha t  t he  second k ind  o f  "crime" represents a mistaken attempt t o  

" l e g i s l a t e  mora l i t y "  and too  great  a demand on the  c a p a b i l i t i e s  o f  t he  

government. While there  i s  a very  wide range o f  l l v ic t im less  crimes" more 

o r  less t h e  same arguments a re  used about a l l  and there  i s  a growing move- 

ment t o  e l im ina te  them, so i t  i s  usefu l  t o  examine the  ove r -a l l  argument 

as w e l l  as s p e c i f i c  app l ica t ions .  

I n  the  f i r s t  p lace i t  i s  usefu l  t o  d i v i d e  v i c t i m l e s s  crime i n t o  two 

major types. The f i r s t  type includes pure ly  personal, non-commercial 

a c t i v i t i e s  such as sexual p rac t i ces  between consenting adu l t s  and p r i v a t e  

gambling i n  t h e  home o r  among f r i ends .  I n  New York State many o f  t he  

laws against  these k inds o f  a c t i v i t i e s  have a l ready been e l im inated and 

by and la rge  t h i s  issue i s  quiescent. (Except t o  the ex tent  t h a t  the  



abor t ion  controversy i s  considered an example, bu t  there  the  quest ion i s  

p r i m a r i l y  whether o r  not  t he re  i s  a "v ic t im,"  namely, t h e  unborn fetus.)  

The o ther  bas ic  c lass  o f  v i c t im less  cr ime involves the  c o m e r c i a l  

p rov i s ion  o f  goods and serv ices which i t  i s  now i l l e g a l  t o  provide. This 

category includes the  sa le  o f  marijuana, heroin, and o ther  drugs, p r o s t i -  

t u t i o n ,  lending o f  money a t  usurious i n t e r e s t  rates,  i l l e g a l  commercial 

gambling such as bookmaking and numbers, i l l e g a l  pornography, a f t e r  hours 

dr ink ing ,  and var ious  lesser  examples such as stores t h a t  v i o l a t e  t h e  

ordinances against  Sunday openings, i l l e g a l  disconnect ion o f  safety o r  

a n t i - p o l l u t i o n  equipment i n  automobiles, possession o f  f i rearms,  e tc . ,  

e tc .  

While we cannot begin t o  analyze adequately a l l  the  quest ions ra ised 

by the  concept of v i c t i m l e s s  cr ime i n  t h i s  repor t ,  i t  i s  f o r  example the  

subject  o f  an e n t i r e  book by Herbert Packer, an eminent professor of law 

a t  Stanford Un ive rs i t y  Law School, i t  may be usefu l  t o  q u i c k l y  note a 

few po in ts .  

The f i r s t  p o i n t  i s  t h a t  some people would argue t h a t  even though a 

v i c t i m l e s s  crime, such as t h e  sa le  o f  heroin, involves a t ransac t ion  

between two people, bo th  o f  whom a re  v o l u n t a r i l y  engaging i n  t h e  t rans-  

a c t i o n  (which i s  the  reason t h a t  there  i s  sa id  t o  be no "victim1') t he re  

r e a l l y  i s  a v i c t im .  That i s ,  some would argue t h a t  the  person who pur- 

chases hero in  i s  i n  many cases not  capable o f  a t r u l y  vo lun tary  decision, 

and thus he i s  a This  i s  based upon an approach t h a t  such 

l l v ic t im less  t ransact ions1I  should be crimes i n  order  t o  p ro tec t  people 

against  themse 

Sta te  through 

lves. While most people a re  q u i t e  w 

i t s  c r im ina l  laws attempt t o  p ro tec t  

i l l i n g  t o  have t h e  

minors and incompetents 



against  themselves, many people do not f e e l  i t  i s  appropr ia te  f o r  the  State 

themselves, a t  l eas t  w i t h  the  c r im ina l  t o  t r y  t o  p ro tec t  norrna 

law. 

Another j u s t i f i c a t  

1 adu l t s  against  

i on  t h a t  i s  somet 

crimes argues t h a t  i n  e f f e c t  t he  soc ie ty  

imes given f o r  preserv ing v i c t i m l e s s  

o r  the  State i s  the  rea l  v i c t i m .  

There a re  a number o f  ways i n  which i t  i s  a1 leged t h a t  soc ie ty  i s  harmed 

by l e t t i n g  people become drug addicts,  gamblers, o r  p r o s t i t u t e s ,  even i f  

a l l  o r  most o f  the  people engage i n  these a c t i v i t i e s  v o l u n t a r i l y ,  i n  some 

- sense. Sometimes the  harm t o  soc ie ty  i s  s p e c i f i c  and voluntary.  Drug 

add ic ts  comnit many crimes and are  more l i k e l y  than non-drug add ic ts  t o  

' become a we l fa re  burden. Sometimes the  argument i s  more general, such as 

the  one presented elsewhere i n  t h i s  repor t  t o  t h e  e f f e c t  t h a t  widespread 

- gambling tends t o  make a soc ie ty  less product iv i ty -or ien ted.  

For most v i c t i m l e s s  crimes the general shape o f  the  argument i s  some- 

t h i n g  l i k e  the  fo l lowing.  Even i f  the  a c t i v i t y  (such as s e l l i n g  heroin) 

i s  outlawed, a great  many people w i l l  do i t  anyway, so making i t  a cr ime 

does not  serve t o  prevent the  a c t i v i t y .  ( ~ u s t  as making speeding o r  

robbery a cr ime doesn' t  prevent speeding o r  robbery.) If i t  i s  a crime, 

there  w i l l  be much waste and some i n j u s t i c e  i n  connection w i t h  the  enforce- 

ment o f  t h e  law because i n e v i t a b l y  on ly  a small percent o f  those committ ing 

the  cr ime w i l l  be punished. I f  one i s  t r y i n g  t o  take a p r a c t i c a l  view, one 

has t o  compare t h e  s i t u a t i o n  i f  the  a c t i v i t y  i s  kept a p a r t  o f  t he  c r im ina l  

law, w i t h  the  s i t u a t i o n  as i t  would e x i s t  i f  i t  were decr iminal ized.  That 

comparison w i l l  depend upon the  nature o f  t he  a c t i v i t y ,  the  enforcement 

p o t e n t i a l  f o r  t h e t  p a r t i c u l a r  a c t i v i t y ,  and i t s  symbolic and soc io log ica l  

s ign i f i cance.  I t  genera l ly  should not be t r u e  t h a t  a l l  crimes f o r  which on ly  



a m ino r t t y ,  even a small  m ino r i t y ,  of those g u i l t y  a re  apprehended and 

punished should be taken o f f  the  books. There i s  c e r t a i n l y  no consensus 

t h a t  merely because a cr ime involves no complaining v i c t i m  i t  should 

automat ica l ly  be taken o u t  o f  the  c r im ina l  s ta tu tes .  What can be sa id  

i s  t h a t  government ought t o  recognize the d i s t i n c t i o n  between one v i c t i m -  

l ess  cr ime and another and g i v e  ser ious cons idera t ion  t o  whether o r  no t  

each p a r t i c u l a r  v i c t im less  cr ime i s  producing a net  b e n e f i t  t o  soc ie ty  

because o f  being def ined as a crime, o r  whether soc ie ty  might be b e t t e r  

o f f  i n  some cases i n  de -c r im ina l i z ing  some a c t i v i t i e s ,  desp i te  the f a c t  

t h a t  many o r  even most people be l i eve  t h a t  those a c t i v i t i e s  a re  

inappropr ia te  o r  dangerous. 
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Appendix I 

ELEMENTS OF APPROACH TO STATE POLICY 

Since there  a re  three main issues t h a t  need t o  be resolved t o  create  

about increased lega l  gambling, i t  seemed useful t o  g i ve  a k ind  a  pol  i c y  

o f  summa 

sions on 

comb i na t 

t o  be a t  

The 

r y  o f  what p o l i c i e s  the  var ious poss ib le  combinations o f  conclu- 

these issues k u l d  lead t o .  Any such m a t r i x  created t o  show a l l  - 
ions must be t e r r i b l y  ove r -s imp l i f i ed  if i t  i s  t o  be small enough 

a l l  use fu l .  

f o l l o w i n g  m a t r i x  a l lows th ree poss ib le  answers t o  the  quest ion 

"what i s  your a t t i t u d e  about gambl ing i n  general?" and says you have t o  

be f o r  o r  aga ins t  using gambling t o  f i g h t  cr ime and using gambling t o  

r a i s e  revenue. It then shows the  p o l i c y  t h a t  r e s u l t s  from each combina- 

t i o n  o f  these answers. 



ELEMENTS OF APPROACH TO STATE POLICY 

GAMBL l NG STATE REVENUE - FlGhTlNG ORGANIZED CRIME SPECIAL CONSIDERATION 

P o s i t i v e  Important Important Sports 

Neu t ra  1 Not important, o r  undesirable Not Important Cas i nos 

Negative (but not  so negat ive t h a t  the  Sta te  has t o  f o r b i d  o r  s tay  away from i t  desp i te  
o ther  considerat ions) 

APPROACH POL l CY 

1. Gambling p o s i t i v e  
Revenue important 
F igh t ing  cr ime important 

2. Gambling p o s i t i v e  
Revenue not  important 
F igh t i ng  crime important 

3. Gambling p o s i t i v e  
Revenue important 
F igh t i ng  crime not  important 

4. Gambling p o s i t i v e  
Revenue not  important 
F igh t i ng  crime not  lmportant 

5. Gambling neut ra l  
Revenue important 
F igh t i ng  cr ime important 

B ig  promotion o f  lega l  gambl ing; moderate pr ice"  (maybe low 
when and where there i s  i l l e g a l  competi t ion, higher otherwise. 
A f t e r  i l l e g a l  compet i t ion i s  beaten, p r i c e  w i l l  be se t  t o  
maximize revenue a t  h igh  volume.) 

B ig  promotion of lega l  gambling, low p r i ce ,  promote i n  
compet i t ion w i t h  i l l e g a l  gambling. . 

Promote f o r  most p r o f i t ,  don ' t  compete w i t h  cr ime f o r  poor 
business - moderate p r i c e  (same p r i c e  po l  i c y  as # I ) .  

Lots o f  lega l  gambling, low p r i ce .  Concept i s  p rov id ing  a 
recreat iona l  f a c i l i t y  f o r  c i t i z e n s .  

B ig  promotion o f  lega l  gambling moderate p r i c e ,  (may be low a t  
f i r s t ,  h igher l a t e r ) .  Same as # 1  except t h a t  where i 1 lega l  
gambling doesn't e x i s t  p r i c e  w i l l  be se t  t o  maximize revenue 
a t  whatever value i s  most p r o f  i tabale, probably h igh) .  
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LOTTO SYSTEM 

We g ive  t h i s  desc r ip t i on  o f  the  West German L o t t o  system t o  i l l u s -  

. t s a t e  the workings o f  a l a rge  scale computer-based l o t t e r y  i n  a modern 

i n d u s t r i a l  society.  L o t t o  i s  i n  e f f e c t  a successful ,  large-scale numbers. 

game (except t h a t  i t i s weekly) . I t demonstrates what can be done. 

While the procedures have relevance t o  New York, the form o f  p lay  seems 

ra the r  complicated compared w i t h  our f a m i l i a r  and s t ra igh t - fo rward  

numbers system. 

The West German numbers l o t t e r y ,  Lot to,  i s  played by the  b e t t o r  

se lec t i ng  s i x  numbers ou t  o f  a pool o f  49. The premium f o r  one game i s  . 

50 p fenn ig  (about 15 cents),  and the b e t t o r  must p lay  a minimum o f  two - 

games a t  a cos t  o f  1 mark (about 30 cents) p lus  handl ing charge (a t  

about 3 cents a t i c k e t ) .  The s i x  wlnnlng numbers p lus  one a l t e r n a t e  a r e '  

drawn by a computer l zed mach i ne every Saturday evening on nat  iona 1 t e l  e- 

v i s i o n .  This program i s  sa id  t o  be the most popular i n  West Germany. 

The t o t a l  amount of money be t  on L o t t o  i n  the country dur ing  the  

week i s  pooled f o r  each weekly drawing. Only one-half o f  the  t o t a l  amount 

b e t  dur ing  the  week i s  pa id  out  i n  pr izes .  The remaining 50% goes t o  

the  s t a t e  fo r  expenses, tax  and spec ia l  expenditures. 

There i s  no tax  on the  p r i zes  as a handl ing charge i s  pa id  when the 

game i s  played and a subs tan t ia l  p a r t  of the 50% of the gross handle 

re ta ined  by the  s t a t e  goes t o  federa l  tax. There a re  f i v e  classes o f  

p r izes .  About one-eighth of the t o t a l  be t  goes t o  the  f i r s t  and second 

c lass  pr izes ,  and one-elghth t o  each of the  o ther  three. 





H I - 1 7 3 6 - ~ ~  11-3 

,. 
The p r i z e  f o r  Class I i s  se t  a t  a h igh  o f  500,000 DM ($156,000); 

t he  o the r  classes vary. The f igures  f o r  the p r i zes  o f  Classes I l - V  g iven 

i n  the  t a b l e  above a re  approximate average f igures .  They can, a t  times, 

vary  subs tan t ia l l y .  I n  a recent  year, f o r  example, the cash p r i zes  

va r ied  as fo l l ows :  

1964 - 
CLASS HIGH (DM) LOW (DM) 

I 500,000. ($1 56,000) 44,400. ($14,700) 

I I 500,000. ($156,000) 8,000. ($2,500) 

1 1 1  10,000. ($ 3,200) 1,300. ($ 400) 

I v 117. ($ 36) 37. ($ 11) 

V 5 -20  ($ 1.6) 2.40 ($ 75) 

If a b e t t o r  were p lay ing  a simple game, he would simply put  6 crosses 

on 6 numbers o u t  o f  49 on 2 - b e t t i n g  s l i p s  (at  50 pfennig each, f o r  a t o t a l  

o f  1 DM) and t u r n  i t  i n  t o  the  L o t t o  agent. However, many b e t t o r s  p lay  

d i f f e r e n t  combinations o f  numbers f o r , a n y  one game i n  the b e l i e f  t h a t  t h e i r  

chances o f  winning would be t h a t  much greater .  Of course, the -g rea te r  the 

number of combinations, the  h igher the  cos t  of the bet.  For example, i f  a 

p layer  wanted t o  se lec t  8 numbers he could get  28 combinations o f  6 numbers 

ou t  o f  a s e l e c t i o n  o f  8 numbers a t  a cos t  o f  14 DM ($4.34). 

L o t t o  forms enable the  b e t t o r  t o  p lay  these combinations w i thout  

f i l l i n g  i n  separate s l i p s  f o r  each combination o f  numbers. I t  saves the  

b e t t o r  a tremendous amount of t ime and e f f o r t  and gives him a degree of 

accuracy i n  choosing the  combinations t h a t  would never be poss ib le  doing 

i t  h imse l f  by hand (the p layer  would, f o r  example, have t o  put 6 crosses 

on 210 i n d i v i d u a l  s l i p s  i n  a l l  c o r r e c t  combinations f o r  a t o t a l  o f  1,260 



crosses if he were choosing 10 numbers). These forms a re  c a l l e d  "system" 

forms and the combinations o f  numbers a re  worked ou t  by computer. 

Some players get  together i n  groups and pool t h e i r  b e t t i n g  money so 

as t o  be ab le  t o  p lay  more combinations i n  the  b e l i e f  t h a t  t h e i r  chances 

a re  much greater  than i f  they i n d i v i d u a l l y  played 6 numbers from week t o  

week. 

There i s  a l so  a L o t t o  form on which the b e t t o r  can p lay  a s ing le-  

week p lay  f o r  5 consecutive weeks i n  advance, saving him the  necessi ty  

of going back t o  p lace a bet  each week. The 5-week-form costs  5 t imes 

the single-week play, t h a t  i s ,  5.DM p lus  the hand1 ing charge. 

L o t t o  b e t t i n g  s l i p s  a re  so ld  by l icensed agents i n  specia l  b e t t i n g  

par lo rs ,  s ta t i one ry  stores, newspaper stands, tobacco shops, t r a v e l  

agents and o the r  small shops. I n  Bavaria they a re  even so ld  i n  beauty 

par lo rs .  Apparently, the  heavy dens i ty  o f  the  net  o f  agents has been 

the  backbone o f  Lot to.  I n  1967, there were approximately 18,000 places 

where one could p lace L o t t o  bets i n  West Germany. (on a per  c a p i t a  bas is  

t h i s  would be the  equivalent  o f  6,000 o u t l e t s  i n  New York Sta te  l ess  than 

h a l f  the  number now s e l l i n g  l o t t e r y  t i c k e t s .  

The L o t t o  t i c k e t s  a re  kept by the  s e l l i n g  agents i n  numerical order. 

They a r e  picked up by d i s t r i b u t o r s  on F r iday  n i g h t  and processed ( in  most 

cases by machine) before the winning number i s  picked. 

The cos t  of the system includes 7% commission p lus  3e a t i c k e t ,  t o  

the  s e l l i n g  agent, 1% fo r  the  serv ices of the  d i s t r i b u t i o n  company, and 

3% t o  4% taken ou t  o f  the  pool f o r  expenses by the  s ta te .  

According t o  some recent f igures,  t he re  a r e  over 100 m i l l i o n  i n d i -  

v idua l  p lays  per week, on about 10 m i l l i o n  t i c k e t s  producing an annual 

v o l  ume o f  about $800,000,000, 



Lot-to i s  administered by autonomous organizat ions i n  each Land, o r  - - 
state,  w i t h i n  West Germany. Although these organizat ions a re  l e g a l l y  

independent o f  each other ,  they a r e  connected by a so-cal led "Block 

Agreement," which, i n  p a r t i c u l a r ,  sets f o r t h  the pool ing together of a l l  

o f f  i c e  f o r  

I L o t t o  i s  

the money 

Lot to.  A 

t o  be adm 

wagered i n  the e n t i r e  country. There i s  no federa l  

l though each s t a t e  has separate laws determining how 

i n i s t e r e d  w i t h i n  the s ta te ,  there  i s  a basic s i m i l a r  i t y  among 

the s ta tes .  The I n s t i t u t e  f o r  the Northwest Lotto-Toto i n  Muenster, 

Westphalia, c a r r i e s  ma te r ia l  which has served as t he  basis f o r  b e t t i n g  

systems throughout the  world. 





PUBL l C GAMBL l N G  AND LONG-TERM SOC 1 A L  CHANGE 

BY 
Raymond D. G a s t i l  



Pro jec t  Leaders' Preface t o  Appendix I I I- 

This Appendix i s  included on the f o l l o w i n g  chain o f  thought. Many 

wise people be l i eve  t h a t  increased gambling i s  bad f o r  society.  I t  i s  

e n t i r e l y  poss ib le  t h a t  they could be r i g h t  f o r  reasons t h a t  a re  too  

complicated t o  understand. If so, there  would be no c l e a r l y  acceptable 

argument t h a t  they could present t h a t  would be an adequate, l o g i c a l  

basis f o r  r e j e c t i n g  an increase i n  gambling. There a re  a number o f  

arguments t h a t  have been made t o  the e f f e c t  t h a t  increased gambling 

should be re jec ted  because i t  would be bad f o r  soc ie ty .  We have not  

found any one o f  them very convincing, bu t  s ince we t h i n k  the conclus ion 

should be g iven care fu l  considerat ion,  an example o f  such an argument i s  

g iven i n  t h i s  Appendix. 



Appendix I1 I 

PUBLIC GAMBLING AND LONG TERM SOCIAL CHANGE 

There has been a great deal o f  d iscussion o f  t he  probable gains and 

losses from l e g a l i z i n g  p u b l i c  gambling. While the  arguments f o r  l e g a l i z i n g  

gambling o f  c e r t a i n  k inds have been w e l l  developed i n  the  body o f  t h i s  

repor t ,  t he  arguments against  gambling have been too  o f t e n  dismissed as 

llmoral.ll Assuming t h a t  gambling w i l l  increase as a r e s u l t  o f  l ega l  i za t i on ,  

i t  has been mentioned t h a t  t h e  poor w i l l  as a group lose a d d i t i o n a l  money 

t h a t  w i l l  f u r t h e r  depress t h e i r  1 i v i n g  standard, and more i n d i v i d u a l s  i n  

the  work ing and middle classes w i l l  become compulsive, des t ruc t i ve  gamblers-. 

than i s  t r u e  today. These are  important concerns, bu t  more c r i t i c a l  a re  

t h e  probable e f f e c t s  on soc ie ty  above and beyond the impact on p a r t i c u l a r  , 
h i g h l y  a f f e c t e d  i n d i v i d u a l s  and t h e  aspect of regressive " taxat ion"  e n t a i l e d  

by some proposals. To make the  argument t h a t  l e g a l i z i n g  p u b l i c  gambling 

i s  l i k e l y  t o  have a negat ive long-term e f f e c t  on soc ie ty  i s  bo th  a complex 

and d i f f i c u l t  task  i n  view o f  the  present s t a t e  o f  soc ia l  science. Yet 

i t  i s  an argument t h a t  should be made. 

I n  a recent monograph Ot to  Newman has presented t h e  case f o r  gambling 
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as a soc ia l  a c t i v i t y . "  Although Newman attempts t o  show t h a t  gambling 

among some classes i n  England i s  l a r g e l y  an innocent d ivers ion ,  and t h a t  

i t  i s  deviant  i n  these groups not t o  gamble, h i s  ma te r ia l  i s  r i c h  enough - 
t o  make poss ib le  on. the  bas is  o f  t he  same evidence a q u i t e  d i f f e r e n t  

i n t e r p r e t a t i o n .  The i n t e r p r e t a t i o n  t h a t  comes t o  mind makes use o f  two 

concepts developed by Max Weber: "The pro tes tant  e t h i c f 1  and t h e  " idea l  

type." Using the  f i r s t ,  Weber demonstrated t h e  assoc ia t ion  o f  t he  new 

;?0tto Newman, Gambling: Hazard and Reward, The Athlone Press, 
U n i v e r s i t y  of London, 1972. 



1 i t y  and more intense be l i e f  systems o f  the Reformation w i t h  economic rat iona 

and the rap id  development o f  Northern Europe and America. Certain types 

o f  personal i ty  o r  groups o f  behavior pat terns were charac te r i s t i c  o f  the 

Adapting these concepts t o  our use it i s  possib le wh i le  

- 
Newman's data t o  r a i se  questions that  go beyond the r e l a t i v e  

fulness o f  gambling as a means o f  r e l a t i n g  people t o  a gambl 

- mi l ieu.  
- 

: have on 

- - l e t  us d 

Protestant movement. Describing these was t o  describe an " ideal type" o r  

model o f  the Protestant man tha t  never f i t  any pa r t i cu l a r  person but 

general ly  f i t  most Protestants r e l a t i v e l y  be t t e r  than i t  f i t  most Cathol ics 

-. a t  the time o f  rap id  development a f t e r  the f i f t e e n t h  century. 

i ncorporat i ng 

l y  obvious use- 

ing or iented 

We want t o  know what e f f e c t  changes i n  gambling behavior might 

longer term trends i n  the evo lu t ion o f  a society. To do t h i s ,  

i s t i ngu ish  between two ideal socia l  types: production-oriented 

persons and consumption-oriented persons. By "productionll we mean almost 

anything from a crop o f  corn t o  a symphony t o  a clean f l oo r .  The pro- 

duction-oriented a re  o f ten  i d e n t i f i e d  w i t h  the middle class and the con- 

sumption-oriented w i t h  e i t he r  the lower o r  upper classes. Although both 

types occur i n  a l l  socio-economic classes, there are we l l  knwn  class 

frequency var ia t ions  o f  these types. The production-oriented person l i ves  

i n  time, pro jec ts  i n t o  the fu ture ,  works hard and saves. To the l i m i t  o f  

h i s  a b i l i t y  he u t i l i z e s  r a t i o n a l i t y  and the lessons o f  experience i n  guiding 

h i s  act ions. He i s  mora l i s t i c ,  and l i ves  i n  par t  f o r  abstract ions (though 

these may be as seemingly m a t e r i a l i s t i c  as work and money). The consumption- 

or iented person i s  present oriented. His primary in terests  are current  

enjoyment and the condi t ion o f  others around him. Although he may l i v e  a 



s o l i d  l i f e  o f  steady e f f o r t  and work t o  enjoy the  happiness of w 

c h i l d r e n  and f r i ends ,  he i s  not  ambit ious f o r  h imsel f  o r  h i s  fam 

111-3 

i f e  and 

i l y  i n  

t h e  same way as the  product ion-or iented type. Work cons 

and i t s  purpose i s  income and soc ia l  contact .  Persons o 
-1. 

l i e v e  they have l i t t l e  c o n t r o l  over t h e i r  l i ves . "  

i s t s  o f  I1jobsI1 

f t h i s  type be- 

Ne i ther  type understands the  o ther  we l l ,  ye t  the  consumption-oriented 

may respect the  accomplishments o f  t he  other ,  though f e e l i n g  they were 

a t ta ined  a t  t oo  great  a cost.  The product ion-or iented o f t e n  simply con- 

demns h i s  opposi te type on both  p r a c t i c a l  and moral ( i deo log ica l )  grounds, 

al though perhaps not  w i thout  some secret  envy. Both types have what might 

be c a l l e d  an a c t i v e  and a passive va r ian t ,  and ind i v idua ls  may move from 

one t o  another v a r i a n t  as they pass through l i f e ,  o r  experiences and oppor- 

t u n i t i e s  o r  inner pe rsona l i t y  va r iab les  may cause them t o  a l t e r n a t e  between 

t h e  a c t i v e  and passive va r ian ts .  The passive, product ion-or iented person 

i s  i n  h i s  own eyes a f a i l u r e .  Often he i s  r e s t r i c t e d  l a r g e l y  t o  hopes f o r  

h i s  ch i ld ren,  and he maybe excessively m o r a l i s t i c  and censorious, f o r  o n l y  

h i s  moral standards separate him from the  consumption-oriented mass. The 

a c t i v e  consumption-oriented genera l ly  I1 fa i l s1 '  f o r  o ther  reasons. For h i s  

a c t i v i t y  i n  p u r s u i t  o f  h igher l e v e l s  o f  immediate g r a t i f i c a t i o n  i s  no t  

accompanied by the  commitment t o  work and p lanning requ i red  f o r  success i n  

most soc ie t i es .  Looking f o r  t he  short-cuts, t he  consumption-oriented 

a c t i v i s t  i s  apt t o  take h i g h - r i s k  approaches t o  success t h a t  lead f requen t l y  

-8- 

"For an i n t e r e s t i n g  j u x t a p o s i t i o n  of the  soc ie t i es  produced by these 
two types t h a t  i s  q u i t e  d i f f e r e n t  from t h a t  impl ied by Newman see Edward 
Ban f ie ld ' s  comparison o f  product ion-or iented r u r a l  Utah t o  a consumption- 
o r ien ted  Southern I t a l i a n  v i l l a g e  i n  h i s  The Moral Basis o f  a Backward 
Society (1958). 



t o  f i nanc ia l  r u i n  o r  j a i l .  Seen another way, the passive production-type 

and the ac t i ve  consumption var iants  represent men caught i n  between, seeking 

another way o f  l i f e ,  yet unable emotional ly o r  i n t e l l e c t u a l l y  t o  a t t a i n  

it. 

I f  we consider gambling i n  these terms, the bu lk  o f  every day gambling 

i s  by the passive consumption oriented. People o f  t h i s  type t r e a t  gambling 

as a simple recreation, a subs t i tu te  f o r  d r ink ing  o r  f i sh ing .  While they 

may lose a considerable amount o f  money over a long per iod o f  time, the 

amount i s  o f ten  o f  the same order as that  spent f o r  alcohol, c igaret tes  

or  other more dest ruct ive  recreations. As Newman po in ts  out, f o r  these 

people gambling i s  a means o f  increasing the amount o f  socia l  In teract ion,  

and it provides an arena i n  which small v i c t o r i e s  over l i f e  can be regu la r l y  

won. Although the cards are  stacked against the gambler he can f requent ly 

appear t o  himself and h i s  f r iends as a winner because o f  h i s  a b i l i t y  t o  

disregard and ignore losses, even t o  himself. To some extent h i s  i s  a 

dream world, but a t  least  no more so than t ha t  o f  t e l ev i s i on  o r  drunkeness, 

and t o  some extent  gambl ing i s  a replacement f o r  these a1 ternat  i ve  escapes. 

A second k ind of gambler adopts the more ac t i ve  consumption o r i en ta t i on  

e i t he r  permanently o r  spasmodically. He wants more out o f  l i f e  and wants 

i t  intensely, and gambling i s  one way t o  s a t i s f y  h i s  hopes. Not being 

ordered and ra t iona l ,  not being able t o  pe rs i s t  i n  the longer term s t ra teg ies 

tha t  would be most l i k e l y  t o  b r i ng  success, the l u re  o f  ins tant  success 

ent ices t h i s  gambler again and again. I t  i s  i n  t h i s  group tha t  we f i n d  the 

small number of compulsive gamblers, those who r u i n  themselves and t h e i r  

fami l ies,  o r  e lse give up a l l  other in terests  f o r  gambling. This type i s  

not so d i f f e r e n t  from a large sect ion o f  the cr imina l  and f r i nge  populat ion 



t h a t  may do l i t t l e  gambling. L i ke  the  gambler the  c r im ina l  i s  always 

searching f o r  a "sure bet."  Th is  i s  an add i t i ona l  reason t o  those ad- 

vanced elsewhere why much o f  gambling, lega l  o r  i l l e g a l ,  i s  associated 

w i t h  non-gambling c r im ina l  a c t i v i t i e s .  

Few o f  those who r e g u l a r l y  gamble w i l l  be product ion-oriented, a l -  

though where gambling i s  l ega l  o r  accepted by a p a r t i c u l a r  product ion-  

o r ien ted  subculture, some people o f  t h i s  type w i l l  engage i n  gambling as : 

an entrepreneur--e.g., as a c lub  owner. I n  general t he  product ion-or iented 

w i l l  have much contempt f o r  gamblers, f o r  they see l i t t l e  po in t  i n  p a r t i c i -  

pa t i on  i n  a c t i v i t y t h a t  i s  not  se l f - improv ing e i t h e r  f i n a n c i a l l y  o r  c u l -  

t u r a l l y ,  t h a t  takes up t ime t h a t  could b e m o r e ~ l p r o f i t a b l y l l  spent. They . 

a l s o  a r e  uncomfortable i n  t h e  presence o f ,  o r  w i t h  the  exis tence o f ,  any 

a c t i v i t y  w i t h  which c r i m i n a l  elements o r  soc ia l  deviants o f  o the r  k inds 

have o f ten  been associated. Both gambling and cr ime e l i c i t  secret f ea rs  

o f  s l i p p i n g ,  o f  l o s i n g  f a i t h  i n  a way o f  l i f e  f o r  which they have s a c r i -  

f i c e d  so much. For people r e l a t e d  t o  one o r  another ideal  type can and do 

change, and the  l i f e  o f  t h e  product ion-or iented i s  t o  a great ex tent  i n  

s t rugg le  against  change i n  o r i e n t a t i o n - - f o r  h imsel f  o r  h i s  fami ly .  

Although the  typology and i t s  r e l a t i o n  t o  gambling i s  not  provable, 

there  i s  a good deal o f  evidence from the  l i t e r a t u r e  o f  gambling on the  

one hand and o f  h i s t o r i c a l  change and c u l t u r a l  comparison on the  other .  

However, i n  t h i s  case i t  was Newman's d e s c r i p t i v e  mater ia l  t h a t  suggested 

the  i d e n t i f i c a t i o n s .  Most o f  the  people i n  the  groups he described and 

h i  s I1garnb1 ing  p r o f  i les" a re  descr ip t ions  o f  consumpt ion-or iented persons, 

w i t h  a few o f  t he  more involved of the a c t i o n  va r ian t .  Onepar t ia l  except ion 



c i t e d  by Newman i s  a male nurse who seems dedicated t o  h i s  work beyond the  

l eve l  of the  consumption o r ien ta t i on .  He gambles because i t  i s  the  expec- 

t a t i o n  o f  h i s  fe l l ows  and t o  f i l l  i n  the  t ime i n  an aging bachelor 's  l i f e .  

Newman's professional  gambler who makes a s tab le  l i v i n g  through e x p l o i t i n g  

on ly  lega l  oppor tun i t i es  t h a t  c a l l  f o r  more than luck  i s  remarkable f o r  h i s  

condemnation o f  gambling because o f  what i t  does t o  most people and i t s  

- = i r r a t i o n a l i t y .  Because of the  emphasis o f  Newman's study on working c lass  

areas and gambling shops, h i s  non-gambling examples are  o f  r e l a t i v e l y  

-poor and passive persons, but  a t  the  same t ime o f  persons devoted t o  t h e i r  

c h i l d r e n ' s  advancement, c lean l iness ,  t he  accumulation o f  p roper ty  and t h e  

m o r a l i s t i c  condemnation of others. Most i n t e r e s t i n g  i s  Newman's "detached 
. -. 
-young1' work ing c lass  group o f  non-gamblers. Although they possess l i t t l e  ., - 

educat ion and t h e  usual working c lass  material ism, men i n  t h i s  group re- 

j e c t  t h e  t r a d i t i o n a l  working c lass  day-to-day o r l e n t a t i o n .  They a r e  home 

centered, t r e a t  t h e i r  wives more equa l l y  than i s  common t o  t h e i r  class, 

work harder and longer hours, and save f o r  the fu ture .  To them gambling 

i s  an i r r a t i o n a l ,  i l l u s o r y  a c t i v i t y  t h a t  merely sops up money and time. 

The h i s t o r i c a l  record suggests t h a t  soc ie t i es  have d i f f e r e d  i n  the  

degree t o  which t h e i r  popu la t ion  and t h e i r  leading elements were product ion 

o r  consumption or iented.  I t  suggests t h a t  the  r i s e  and f a l l  o f  soc ie t i es  

can be seen as the  r e s u l t  o f  changing balances among these two types. Some 

soc ia l  t h e o r i s t s  be l i eve  t h a t  i f  a people and espec ia l l y  i t s  e l i t e  begin 

t o  spend more o f  t h e i r  t ime i n  consumption a c t i v i t i e s ,  inc lud ing gambling, 

the  soc ie ty  i s  apt t o  be d e c l i n i n g  i n  the  c o n t r i b u t i o n  tha t  i t  i s  making 

t o  c i v i  1 i z a t  ion, al though the standard o f  l i v i n g  i n  t h a t  soc ie ty  may cont inue 



t o  r i s e  because o f  the momentum o f  previous development. The proposal of 

re laxa t ion  o f  law i n  a number o f  areas such as gambling probably indicates 

i n  i t s e l f  a change o f  our society i n  the consumption d i rec t ion.  As t h i s  

process o f  change evolves, a society could come i n t o  existence tha t  i s  less 

c rea t i ve  and productive than previous eras o r  other societ ies. 

I f  gambling, o r  pressures t o  lega l i ze  gambling, are only ind icators  

o f  soc ia l  change, then there i s  no long range soc ia l  purpose t o  be served 

by regu la t ing gambling. However, i f  the amount o r  k ind o f  gambling can 

be a l t e red  by regu la t ion and i f  changes i n  the k ind o r  quant i ty  o f  gambling 

a f fec ts  the balance o f  production and consumption or iented socia l  types, 

then there are long term consequences t o  changes i n  gambling regulat ion.  

It has been p laus ib ly  argued elsewhere I n  t h i s  study tha t  i n  New York there 

would be a considerable increase o f  ce r t a i n  kinds o f  gambling i n  the State 

w i t h  f r ee r  regulat ions--especial ly  w i t h  l ega l i z i ng  numbers and casino 

gambling w i t h  favorable odds. Today there i s  almost no casino gambling 

i n  the s ta te  and there arecommunities i n  the s ta te  w i t h  l i t t l e  o r  

no b e t t i n g  on numbers. 

However, the argument tha t  increased gambling w i l l  s h i f t  the balance 

o f  consumption and production-oriented socia l  types i n  the consumption 

d i r e c t i o n  i s  harder t o  make. Associat ion i s  not causation. Cer ta in ly  the 

overwhelming number o f  people approximating e i t h e r  ideal type w i l l  i n i t i a l l y  

be unaffected by t h i s  change, and negative change only i s  l i k e l y  t o  occur 

a t  the margins o f  the production type group and among those soc ia l  personal- 

i t i e s  not yet s u f f i c i e n t l y  developed t o  be placed on the production-con- 

sumption continuum. 



We w i l l  be able t o  understand how change i n  gambling regu la t ion might 

have long term consequences i f  we consider the reasons why ce r t a i n  soc ie t ies  

develop o r  do not develop a preponderance o f  production-ortented persons. 

It i s  probable that  growth o r  decl ine i n  f a i t h  i n  the power and s ign i f icance 

o f  man and i n  man's a b i l i t y  i nd i v i dua l l y  and c o l l e c t i v e l y  t o  achieve posi- 

t i v e  change i n  l i f e  has been decisive. The process o f  growth i n  the per- 

centage o f  production-oriented i s  f 0 s t e r e d . b ~  success i n  b r ing ing  about 

change, and once underway tends t o  become a " s e l f - f u l f i l l i n g  prophecy." 

For the man who bel ieves he can do something i s  more l i k e l y  t o  do i t .  

Moreover, once formed, persons brought up i n  a society o f  people w i t h  such 

f a i t h  are  more l i k e l y  t o  have the same f a i t h ,  and t o  misunderstand those 

who act  d i f f e r e n t l y  from them because they do not, Such a productive 

t r a d i t i o n  may d i e  out very slowly; i n  the United States the New England 

t r a d i t i o n  o f  care, hard work and const ra in t  i s  s t i l l  d i s t i n c t i v e  from 

both o l d  England and the res t  o f  the nation, almost three hundred years 

o f  the o r i g i n a l  sense o f  community d i  a f t e r  the beginning o f  the breakup 

t inct iveness.  However, the t r a d i t  

the more the descendents o f  the o r  

ion has sure ly  been d i lu ted,  the more so, 

i g i na l  s e t t l e r s  have been bought i n t o  

No longer i s  the home 

imary source o f  experience 

l ev i s i on  set, the metro- 

p o l i t a n  school, the experiences o f  the s t r ee t  and the job  are o f t en  as 

important. These experiences provide both a l t e rna t i ve  l i f e  models and 

exposure t o  the a l t e rna t i ve  forms o f  behavior tha t  are appropriate t o  these 

model s. 

contact w i t h  those w i t h  other standards and values. 

and the church and the homogeneous community the p r  

and value-reinforcement f o r  many Americans. The t e  



Two o f  the most product ion-or iented groups i n  the  Un i ted  States today - 

a re  the  Jews and the  Mormons. Both havehigh educational standards, s t rong  

fami l y  values and emphasize work and communal s e l f  help. Both were h i s -  

t o r i c a l l y  founded on s t rong f a i t h .  It i s  s i g n i f i c a n t  t h a t  both were ab le  

t o  achieve t h e i r  form through a h igh  degree o f  segregation--one geographical 

i n  the  Utah desert and the  o the r  i n  the  ghettoes o f  Europe. More cosmo- 

p o l i t a n  peoples are  c o n t i n u a l l y  besieged w i t h  o ther  values and a l t e r n a t i v e  : 

behavior pa t te rns  from which they were not  s o c i a l l y  blocked. Therefore, 

as peoples they have not been ab le  t o  provide even reasonably uni form 

contexts f o r  succeeding generations. I t  i s  s i g n i f i c a n t  t h a t  a l a rge  per- 

centage o f  those involved i n  gambling i n  the Uni ted States and Great B r i t a i n .  

a re  of Jewish background. Newman's d iscussion would suggest t h a t  i nso fa r  

as these are  not  entrepreneurs, they are  persons who have been unable t o  

t rans fe r  successfu l ly  from the  idea ls  t h a t  constra ined the Jewish produc- 

t i on -o r ien ted  community t o  those o f  t he  l a r g e r  non-Jewish product ion- 

o r i e n t e d  community. Su f fe r i ng  from what a Swedish s o c i o l o g i s t  has c a l l e d  

the  Hsta tus- f rus t ra t ion ' l  o f  gamblers, these ind i v idua ls  have accepted an 

ac t ive ,  consumption-oriented l i f e  p a t t e r n  t h a t  has a t t r a c t e d  them through 

i t s  s u p e r f i c i a l  s i m i l a r i t y  t o  o the r  aspects o f  t h e i r  Jewish cu l tu re .  

The s t rength  o f  the  re in fo rc ing ,  s e l f - f u l f i l l i n g  prophecy o f  t h e  

product ion o r ien ted  i s  always i n  danger. F i r s t ,  man on ly  con t ro l s  h i s  

l i f e  very imperfect ly ,  and f a i t h  must be s t rong t o  make up f o r  much o f  

t h e  r e a l i t y  o f  defeat  and f a i l u r e ,  o f  pa in  and death. Espec ia l l y  when 

t h e  gaps between f a i t h  and r e a l i t y  have been made more obvious by t h e  

i n te rven t ion  o f  f a i l u r e ,  a soc ie ty  i s  more l i k e l y  t o  be w i l l i n g  t o  change. 



- A  good example i s  the  r a p i d  change i n  the  b e l i e f s  o f  Germans and Japanese 

a f t e r  de fes t  i n  World War I I .  These changes were not on as  fundamental 

a l eve l  as we are  consider ing here, bu t  they a re  analogous t o  what we 

-imagine might happen over a  pe r iod  o f  time. The change i n  Japan and 

Germany was a l so  fos tered by the  a v a i l a b i l i t y  a t  the t ime o f  defeat o f  

an a l t e r n a t i v e  model t h a t  could f i l l  up the  gap l e f t  by a  l o s t  f a i t h .  

-Such changes a l so  occur i n  i nd i v idua l  l i ves ,  and over t ime t o  enough in -  

-d iv idua ls  i n  a  p a r t i c u l a r  era and place t o  change the  nature o f  t he  soc,i-ety. 

-.; 

Cer ta in l y  greater  contact w i t h  a  new soc ia l  pa t te rn  such as p u b l i c  

gambling can have e i t h e r  p o s i t i v e  o r  negative, o r  neu t ra l  in f luences on 

- 
:the se lec t i on  o r  maintenance o f  product ion o r i e n t a t i o n  by p a r t i c u l a r  i n -  - 
i 

- d i v i d u a l s  i n  a  society.  For example, i nd i v idua ls  may be j a r r e d  by the  
i 

'a lcohol ism o r  a d d i c t i v e  gambling o f  t h e i r  consumption-oriented parents 

B r  f r i e n d s  i n t o  choosing a  d i f f e r e n t  o r i e n t a t i o n .  However, t he  c o n t i n u i t y  

o f  subcu l tu ra l  t r a d i t i o n s  t h a t  guide t h e  behavior o f  i n d i v i d u a l s  i n  t h e  

subgroups o f  society,  and evidence f o r  the  recru i tment  o f  i nd i v idua ls  i n  

each of these t r a d i t i o n s  p r i m a r i l y  from f a m i l i e s  i n  the  same o r  r e l a t e d  

t r a d i t i o n s  i n  the  previous generat ion suggest t h a t  increased assoc ia t ion  

o r  exposure t o  any soc ia l  t r a i t  i s  apt t o  increase t h e  tendency o f  most 

i n d i v i d u a l s  t o  accept t h a t  t r a i t  and eventua l ly  the  t r a i t s  associated w i t h  

t h e  new t r a i t .  

We would argue, then, t h a t  the  greater a v a i l a b i l i t y  of gambling and i t s  

g reater  "corning i n t o  t h e  l i g h t f f  through l e g a l i z a t i o n  would increase t h e  

informat ion and exposure o f  t he  product ion-or iented p o r t i o n  o f  the  popu- 

l a t i o n  about the  consumption-oriented behavior, l i f e  s t y l e  and values. 

If f o r  reasons o f  personal set-back, i n t e r n a l  pe rsona l i t y  inappropriateness 



t o  production o r  immature lack o f  r i g i d  adherence t o  production values, a 

higher percentage o f  ind iv idua ls  are drawn i n t o  increasing the degree of 

t h e i r  exposure than i n t o  decreasing i t ,  then the exposure could over several 

generations change a large enough number t o  a l t e r  the balance o f  socia l  

personal i ty  types t o  create a less production-oriented society. This i s  

p a r t i c u l a r l y  l i k e l y  since there are a number of other pressures i n  our 

soc ie ty  i n  the same d i rec t ion.  

It may be the case tha t  production-oriented persons are "harder t o  get 

along wi th"  then consumption oriented. It may a lso  be tha t  the nlreleasetl 

funct ion o f  gambling w i l l  be therapeut ic o r  personal i ty - res tor ing t o  other- 

wise r i g i d  production personal i t ies .  But we a re  not here concerned w i t h  

increasing the short-term pleasure o r  adaptat ion o f  indiv iduals,  but w i t h  

long-term consequences. We recognize tha t  most changes have gains o r  

losses f o r  someone, o r  they would never occur. Yet the danger i s  tha t  

on ly  the short-run e f f ec t s  w i l l  be s i gn i f i can t l y  taken i n t o  account by 

most analysts o f  the proposed lega l iza t ion.  Perhaps we want an easier 

going,. more complacent society, but  i f  so, t h i s  issue should be addressed 

by the sponsors o f  the innovation. 

I n  developing t h i s  model, we have, of course ignored a number o f  a l terna-  

t i v e  models. Far example, we could see a l l  ind iv idua ls  i n  a populat ion as 

being characterized by a greater o r  lesser degree o f  consumption o r ien ta t ion ,  

For most ind iv idua ls  we would then assume tha t  w i t h  greater exposure t o  

gambling, they would tend t o  become involved t o  some extent i n  gambling 

o r  w i t h  gamblers, w i t h  a resu l tant  change i n  the product ion-or ientat ion 

o f  the whole society. Thus the balance o f  types o f  ind iv idua ls  we re fer red 

t o  i n  the basic analysis becomes a balance w i t h i n  indiv iduals.  Thus, 



England has both production-oriented and consumption-oriented types, but 

English society as a whole and on all levels is also less production 

oriented than the Japanese, or many other societies on the continent. 

Given the probabilities of social change associated with changes in 

-toling the state should have very good counter-arguments 

before it decides to increase the availability or attractiveness of 

gambling beyond its present level. 
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