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Montana’s Gambling Industry:

An Update

by Paul E. Polzin, John Baldridge, and fames T. Sylvester

ecent initiatives to

limic gambling in
Montana have failed,
implying that many of the
state’s residents recognize and
accept gambling as a form of
recreation and entertain-
ment.

Nevertheless, this topic
generally ignites heated
debate centered around
social, ethical, and economic
issues. What kind of impact
do gambling establishments
have on Montansa's economy?
How many people do they
employ? What kind of taxes
do these businesses pay!

Answers are not easy to
find. Unlike other industries,
there is not a scandard set of
statistics available for
gambling firms. In fact,
statistics are scattered among
a number of industry classifi-
cations. For example, some
gambling establishments are
restaurants or bars and are
classified in the eating and
drinking category; others are
casinos and are considered a
service industry; still others
may be technically catego-
rized as gas stations. This
situation makes it difficult to

compare gambling to other industries using common yard-
sticks such as sales, employment, and labor income.

At the request of the Gaming Research and Education
Fund, the Bureau of Business and Economic Research
conducted a survey of Montana gambling establishments to

Keno is a popular game in
Montana gambling establishments.
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gather some of these statistics.

In April 2002, the Bureau
mailed questionnaires to a
random cross section of 728
gambling license holders. Valid
responses were received from
402 establishments by June 3,
2002. Forty-nine establishments
on the original list had closed,
leaving 679 vilid establishments.
Following the guidelines of the
American Assbciation for Public
Opinion Research (AAPOR},
the calculated response rate was
402/679, or 59.2 percent.

This report buildson a
similar survey of pambling
establishments conducted by the
Bureau in 1998, Most of the
aggregate statistics (total sales,
expenses, taxes) are comparable
between the surveys, and may be
used to evaluate industry
changes in the past four years.
However, some of the questions
have been mogified (we learned
from our earlier experiences)
and certain ddtailed items may
not be compatable between the
two surveys. The only concep-
tual difference is that the
current study does not include
statistics for the roughly 85
establishments that have
licenses but seport no video

gambling machines (V' GMs) We received too few responses
from these firms to develop reliablc estimates of their charac-
teristics. However, these are mostly very small firms, and their
exclusion should not significantly affect the estimates.




Table 1

Full and Part-time Employment, Montana Gambling Establishments, 2001

NOMBER OF VEMs
1to S B to 10 11 to 18 20 Fuel Stops Total

Number % Munber % HNumber % Numbar % Numsher %_Number %
Part-time
Employece 2,255 555 3,339 48.7 1,734 40.0 2,058 41.2 7656 39.1 10,151 46.7
Full-time
Employees 1,804 445 3,816 533 2,601 600 2,940 bB88B 1,180 &0.9 12,351 549
Total 4,059 100.0 7,166 100.0 4,335 100.0 4,998 100.0 1,855 100.0 22,502 100.0

Source: Bureau of Businees and Economic Research, The Univeraity of Montana-Missouls.

Employment

Based on this survey, Montana gambling establishments
employed 22,502 persons in 2001. There were 12,351 full-
time workers (32 hours or more per week) and 10,151 part-
time workers (less than 32 hours per week). As shown in
Table 1, part-titne employment is much more prevalent in
smaller gambling establishments. For establishments with [ to
5 machines, approximately 44 percent of the workers were
full-time and roughly 56 percent were part-time, The
percentage of full-time workers rises to 53 percent for those
establishments with six to 10 machines. Finally, full-time
workers represent about 60 percent of the total in gambling
establishments with 11 or more machines.

Economics

This section uses the estimated sales and employment data
for gambiing establishments to compare them with other
sectors of the Montana economy. These comparisons should
be interpreted cautiously because there is some double
counting. As was mentioned earlier, gambling establishments
are classified i a number of industries, including some of
those used for comparisons presented here, The purpose here
is simply to provide rough measures of how the gambling
industry compares to other major sectors of the state’s
economy.

Montana does not have a sales tax. Consequently, there
are no up-to-date and reliable figures for retail sales. The
retail sales figures presented in Figure 3 are from the 1997
Economic Census conducted by the U.S. Burcau of the
Census.

The estimated 2001 total sales of Montana gambling
establishments were $1.039 billion, slightly smaller than the
1997 sales of peneral merchandise stores ($1.141 billion) and
food and beverage stores {$1.320 billion). General

merchandise stores include department stores and
superstores, and food and beverage stores include conve-
nience stores, liquor stores, and grocery stores. The gambling
establishments’ 2001 sales were larger than the 1997 sales of
food service and drinking places ($0.861 billion).

As shown in Figure 4, estimated 2001 employment for
Montana gambling establishments was 22,500 people.
General merchandise stores and food stores employed 9,800
and 10,600 workers respectively. Total employment in food
service and drinking places was 31,700.

Growth Since 1997

The estimated total revenue of gambling establishments
grew at an annual rate of 3.0 percent per year between 1997
and 2001, from $923 million in 1997 to $1.039 billion in
2001. Inflation averaged about 1.9 percent per year. There-
fore, gambling establishment revenue prew about 1.1 percent
per year in inflation-adjusted terms between 1997 and 2001.

As shown in Figure 5, gambling revenues were the fastest
growing major component, increasing an average of 6.4
percent per year between 1997 and 2001. Fuel was in second
place, growing at 6.2 percent per year. However, the price of
gas rose significantly between these years; the actual quantity
of fuel sold increased at a much slower rate. Revenue from
alcohol sales rose approximately 2.3 percent per yeas, while
food revenue declined roughly 4.8 percentper year.

The 1998 study reported total gambling establishment
employment of 16,300 in 1997. The 2001 potal employment
estimate of 22,500 gambling industry workers isbased on
slighdy different question and estimating procedure than was
used in the [998 study. Adjusting for these differences, the
1997 total employment estimate would be about 20,000
workers. This suggests only modest employment growth
between 1997 and 2001.
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Conclusion

With this data, we can compare gambling to other
businesses such as department stores, grocety stores, and food
service and drinking places. Gambling is a significant industry
in Montana. Any attempt to modify the gambling industry
would negatively impact a sizable portion of Montana's
economy.B

Paul E Pokin is the director of the UM Bureau of Business
and Economic Research, John Baldridpe is the Bureaur's
director of survey development, and James T Sylvester is the
Bureau’s director of survey operations.
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