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Abstract

Currently, a number of proposed changes in the ppidy to bet on sport are being
debated in the US and the EU. We examine the dmaistecs of sports bettors in three
countries, Canada, Spain, and the UK, to determimz bets on sports in environments
where this activity is both legal and popular. @vidence is based on recent large scale
surveys of consumers’ participation in gambling ke#s in each country.
Unconditional and conditional analyses of sportddoe find that annual participation
rates in sport betting are low, and that sportdogttend to be young males with
relatively high incomes. Our scoreboard indicdted sports bettors stand to gain the
most in both areas, while the negative impactsnofeased access to sports betting is
minimal in the US and difficult to assess in he EU.
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Introduction

Gambling on sporting events occupies a curiougtiposin the economy. Some form of
legal sports betting exists in almost every parth&f world, and anecdotal evidence
indicates widespread informal betting on sportggnBcant demand for sports betting
among consumers clearly exists. While betting oformal athletic events like
footraces could exist in the absence of organizemtiseig events, the existence of a
large number of highly organized team sports leagun individual sports associations
enhances betting opportunities. Yet most profesdiand amateur sports organizations
and associations actively oppose any form of bgttin the events that they organize.
For example, in the United States, the Nationadrbtllegiate Athletic Association’s
(NCAA) official policy is to oppose all forms ofdal and illegal betting on sports; the
National Football League (NFL) formally opposed tlezent legalization of sports
betting in Delaware. Professional and amateurtspanganizations typically cite the
corrupting influence of sports betting on athletesl events when opposing sports
betting.

Governments hold divergent positions on sportargett Legal sports betting exists in
four US states: Nevada, Oregon, Montana and Detawdobwever, the US government
passed a law, the Professional and Amateur Spooteddion Act (PASPA), in 1992
that explicitly outlaws sports betting in all bliese four states. Many other countries
either allow sports betting or actively encouragerts betting by operating nationwide
monopoly sports betting operations, often in cogjiom with national lotteries. In
general, governments appear to trade off the negaspects of sports betting and the
revenues that can be gained by regulating andddRie activity.

Several recent events related to the supply oftsgmmtting opportunities motivate this
paper. In 2005 the Oregon legislature voted tmiaekte a long-running sports betting
game operated by the Oregon Lottery, Sports Actidns sports betting game was
quite profitable, earning about $12 million in ifimal year of operation, but was
eliminated because of continuing pressure fromNAA, which threatened to ban
Oregon from hosting NCAA postseason events ifdtrbt eliminate this game. In June
2009 the state of Delaware passed a law makingsspetting legal in the state. Some
form of sports betting, either Nevada-style bookmglor an Oregon-style lottery based
sports betting game will soon be available in Deleey Immediately following the
legalization of sports betting in Delaware, the ggowor of neighboring New Jersey
announced an initiative to legalize sports betiimghat state, citing the potential for
sports betting in Delaware to reduce gambling reesnn New Jersey. Also in 2009,
the state of Montana announced that it would expncurrent NASCAR-based sports
betting game to NFL games at the start of the upogriootball season. In Europe, the
European Union has been taking aggressive actmredirhinate state-run monopoly
sports betting operations in EU countries in otdeopen up domestic sports betting to
more competition. This change opens up the pdiggibf legal internet sports betting
as well as widespread sports book making like vduatently exists in the UK in all
countries in the EU. France is already crafting igambling regulations in response to
EU rulings and the EU has sent requests for dedailsurrent gambling regulations to
Germany and Sweden.

Finally, the growing availability of internet spsrbetting sites calls into question the
ability of governments to regulate sports bettifdne US passed a law making
transactions between US financial institutions ldeks and credit card companies an



on-line gambling sites illegal. Following the pags of this regulation, a number of
prominent on-line gambling operators like Bwin aBgdortingbet ceased commercial
transactions with US customers. However, intergabling continues to expand,
especially in the EU, and there have been continaalls for repeal of this US law. As
internet sports betting opportunities expand, It iaé increasingly difficult to regulate

sports betting around the world.

All these events affect sports bettors in some wayaddition, the current ban on sports
betting in the US, outside of Nevada, Delaware, ldedada, has an impact on people
who would like to bet on sports but cannot in therent regulatory environment. Since
the ultimate cost of sports betting regulation sfabn bettors, we examine the
characteristics of sports bettors in three coustri@anada, Spain, and the UK, where
sports betting is legal and widely available. Weus on these three countries because
surveys of sports bettors have recently been cdadubere, we have access to these
surveys, and the questions asked in these surveysetatively comparable. This
allows us to develop evidence about sports betotisese three countries and compare
the characteristics of sports bettors across tlhmtdes. We also discuss the current
availability of sports betting in the US and deyelsome evidence about the
characteristics of US sports bettors.

Improved understanding of the characteristics oftspbettors will help policy makers
understand the likely consequences of changesistirex sports betting regulations and
enhance understanding of the costs and benef#sisting sports betting regulations.

The Availability of Legal Sports Betting

The availability of sports betting in any econongpdnds on both the regulations put in
place by the government and the willingness of sonuividuals to violate these
regulations. Simmons (2008) provides a thoroughlyars of the factors that influence
the amount of regulation placed on gambling opputits. Simmons (2008) stresses
the inherent tension between consumers who viewbtgag as entertainment and
governments who view state sponsored monopoly gagmbidustries as an important
source of revenue as an important determinantefithount of gambling available in
an economy.

Sauer (2001) explains the regulation and availgbdf gambling in the context of a
public choice model. In this model, governments$ isgulations in response to
lobbying by interest groups, and society containgr@agambling component whose
welfare rises with gambling availability and fallsth gambling regulation and an anti-
gambling group which wants to restrict gambling appnities. The anti-gambling
group contains individuals and organizations likeirches that dislike gambling for a
number of reasons. In the case of sports bettihig, group can also contain
professional and amateur sports organizations tlke NCAA. The Gambling

regulations that emerge from this model are a fanadf the relative effort that the two
groups place on lobbying. Simmons (2008) pointstioat this model cannot be applied
to settings where significant gambling opportusitidready exist.

Forrest and Simmons (2003) thoroughly analyze to@@mic and public policy context
of sports betting. They document the rapid growttsports betting and discuss the
potential for this increase to generate revenuesbfith governments and sports



organizations. Forrest and Simmons (2003) alsoudss negative aspects of sports
betting, including the incentives for corruption generates. Forrest and Simmons
(2003) emphasize the symbiotic nature of the @tatiip between sport and sports
betting and point out the importance of complemitinta between sport spectating and
sports betting as well as the tensions generatethisysymbiotic relationship. The
importance of complementarities in consumption ekidemand for sports betting and
puts pressure on governments to expand sportsndpetpportunities while the
corruptive factors fuel the desires of anti-spgdsbling groups and leads to increased
pressure to restrict sports betting opportunities.

Garcia and Rodriguez (2007) and Garcia, Pérez adddriez (2008) demonstrate the
existence of important complementarities betweamtsgpectating and sports betting in
Spain. Although no formal evidence of such completagties exists in other countries,
we assume that they exist in Canada and the UK.

All of the factors described above are at workdme extent in the three sports betting
markets we examine in this paper. Clearly, thatsdmetting market in the US is in a

state of transition, with important increases aadréases in sports betting opportunities
occurring frequently across the country. Below, wescribe the sports betting

opportunities that exist in the three countries va@e detailed data on sports betting
market participation for, Canada, Spain, and the, dKd also describe the current
sports betting opportunities in the US.

Sports Betting in Canada

Canadians can bet on sporting events through ggblottery based games referred to
collectively as Sports Select. Sport Select inetud number of similar sports betting
lottery games offered by groups of Canadian prasncThe games included under the
Sports Select umbrella include Pari sportif, Pro€,iand Sports Action. In some
provinces in Western Canada, Point Spread, a yott@sed game featuring bets against
point spreads is also offered. All of these spéottery tickets can be purchased at
lottery outlets across Canada. In some provirepsrts Select tickets can be purchased
on the internet. The Sports Line games, with tkeeption of Point Spread, are all
based on fixed odds bets on outcomes and totgtsoifiessional and amateur sporting
events, including games in the major North Americgorts leagues, US college
football and basketball games, and PGA tour tousrdm The Sports Select games are
parlay games where bettors must pick the outcomeeteen two and twelve sports
events.

Payouts in Sports Select are not pari-mutuel. eldst the lottery corporations make
profits based on overround, the amount by whichwiire probabilities implied by the
fixed odds offered on specific outcomes exceed I0@ overround on Sports Select
bets varies depending on the number of eventstedlethe minimum overround is
160%, and it can be over 300% depending on thet meh®f events selected. Payouts
are capped at $2,000,000 per card no matter h@® the odds on the selected events.

Sports Betting in Spain

The Spanish State Lotteries and Gaming, a governm@anisation reporting to the
Ministry of Economy and Finance via the Secretasfabtate for Finance and Budgets,
controls all legal sports betting in Spain. Spoetting consists of pools and other
competitions for forecasting the results of spextsnts. Despite Spain’s enthusiasm for



football, legal sports betting is largely limited people gambling on the outcome of
professional football matches through football godHowever, several bookmakers
were awarded the first licences to operate spatiiny in both the Basque Country and
Madrid at the beginning of 2008, opening up a caighy new sports betting market.

Other legal forms of sport betting in Spain includese and dog racetrack betting and
gambling on the Basque ball game jai-alai. We eraronly football pools because of a
lack of data on other types of sport betting anel gsfze of these markets relative to
football pools.

Football pools I(a Quinielg were introduced in Spain in the 1946-47 seasahthay
have long occupied an important place in the Spaganmbling market. In 2006a
Quiniela turnover (total sales) was over €480m, about €L0g&r inhabitant.
Furthermore, the exceptional importance of this lgarg industry in Spain lies in the
scope of its economic and social benefits; genesgeaking, the funds obtained have
the objective of promoting sports activities. Spanish Royal Decree of February 20,
1998, established the current distribution of faditlpools revenues. The Spanish
Professional Football LeagukeRP) receives 10%, the National Council of Sports gets
1%, and 10.98% goes to the provincial governmentsder to promote social activities
and sport facilities. The Public Exchequer take23% of total revenues, once the
administration and distribution expenses have b#isoounted. The takeout rate on
football pools is 45%, and payouts are pari-mutuel

This state-operated football pools is managed bpublic institution, Loterias y
Apuestas del Estado (LAE), which is also respoeditt operating the National Lottery
(a passive lottery game), several high payout, dolds lotto games and some lottery-
type games related to horse racing. Tickets co&t &d they can be bought at any of
the local state lottery shops widely available tiglwout Spain. Each bet is composed of
15 matches corresponding, in general, to Spanisst Bhd Second Division teams.
Players have the possibility of choosing the fieglult of each match from among three
alternatives: home win (1), draw (X) and away wa). (To win the maximum prize
players must correctly guess the results of alinbfches included in the coupon. Lower
prizes are awarded to those correctly guessindl10]12, 13 or 14 results. There are
facilities on the form for multiple forecasts, btiiis may be complicated and is
expensive. If the main prize is not won, it is edllover to the following week.

La Quinielais only offered during the Spanish football seasanlike the UK where
Australian games are included in football poolsummer. Players can ask for a lucky
dip, but there is a 2 column minimum entry fee dffér this bet. It is usual for large
groups of bettorspefiag to bet on football pools.

Sports Betting in the United Kingdom

The UK has among the most developed sports bettragkets in the world.
Bookmaking is a legal, regulated industry in the & prominent private bookmakers
like Ladbrokes and Betfred operate hundreds ofifgetshops across the UK where
bettors can place fixed odds bets on sporting evekixed odds sports betting in the
UK is not pari-mutuel and does not involve any take UK bookmakers earn profits
by setting betting odds such that an equal amoageved on each possible outcome (a
win, loss or tie in football games or a win or adan other sporting events) would result
in a loss to the bettor. Setting fixed odds iis tvay is called overround; the typical



overround in fixed odds betting on football gameshie UK is about ten percent. UK
bookmakers also take bets on sporting events bednternet.

Football pool betting, a form of sports betting dshson correctly forecasting the
outcome in a number of football games, is alsollega very popular in the UK. A
number of private companies, including Littlewooalsd Vernons, operate football
pools in the UK. Football pool operators take iestover the internet.

Sports Betting in the United States

Currently, betting on individual sports events idydegal in the state of Nevada in the
United States. Casinos in Atlantic City, New Jgraee not permitted to operate sports
books. Sports books in Nevada offer points speeatifixed odds betting on all types
of professional and amateur sporting events. Taedard bet on a sporting event in
Nevada follows a “wager 11 to win 10” format wherdoettor must risk $110 to win
$100. The ten percent commission on these beiftea called the “vig” or “juice.”
Anecdotal evidence suggests that quite a bit egdl sports betting takes place in the
US. Strumpf (2004) analyzed the behaviour of sHvlegal sports book makers in
New York City.

From 1987 until 2007, the Oregon Lottery operatgubr&s Action, an NFL sports
betting lottery game similar to the Sports Seleatng offered in Canada and the La
Quiniela game offered in Spain. Sports Action etskcould be purchased at Oregon
Lottery outlets. Players could pick against theead, on totals, or on other special
events like the number of sacks or fumbles in db@ib game. A minimum of three
games or special events had to be selected ontiekeh and a maximum of 14 could
be selected. Players could wager between $2 and B2§outs were pari-mutuel; the
minimum payout for correctly picking 3 out of 3 gaswas $10 on a $2 ticket and $20
on a $20 ticket for correctly picking 4 out of 4nges. If there was no winner in a
category (3 picks, 4 picks, etc.), the dollars toded over to the next week’s game.
The takeout rate on Sports Action was 40%.

The Montana Lottery currently offers a lottery kdhssports betting game based on
NASCAR automobile racing. Called Fantasy Auto-Rgcithis game is effectively a

NACSAR parlay bet. Bettors select five driverstggpating in each week’s NASCAR

race and winners are determined by the number mitpearned by the five drivers

selected. Bettors can wager between $5 and $10@cget. Payouts are pari-mutuel,
and the takeout rate is 26%. The Montana Lottegan®lto offer a football betting

lottery in fall 20009.

Data and Empirical Analysis

We analyze the behaviour of sports bettors in Can&gain, and the UK using data
from three recently conducted surveys of gamblielgaviour from each country. These
surveys contain relatively similar questions abspiorts betting as well as questions
about the economic and demographic charactersticsspondents.

The Canadian data come from a 2002 survey of gamiplievalence in the province of
Alberta. While this survey is not nationally repgatative, it is representative of the
adult population of Alberta, a province with a ptgtion of over 3 million, the fourth

largest Canadian province. These data were calletiough a random digit dial



(RDD) telephone survey administered by the Universi Alberta Population Research
Laboratory. The survey was conducted in the sumofie2002. 1,804 households
participated in the survey.

The Spanish data come from two computer assisteld RI2phone interview surveys
administered by Loterias y Apuestas del Estado (lL.&t Spanish state lottery agency,
in 2005 and 2006. Both surveys included a randompga of all adult residents of
Spain. The first survey took place in the spring2005, the second in the summer of
2006. 1,412 households participated in the firstvesyy and 1,205 households
participated in the second survey. Although adamymber of identical questions
appeared on both, there were a few differencesdmstwhe two surveys. The exact age
of the head of the household was available initisegurvey but only age intervals were
available in the second. We recoded each age aiteariable at the midpoint of the
range for the second survey. Also, monthly incoraéadwvere collected by income
range, and we recoded the income variable repéoteghch respondent at the midpoint
of the range.

The UK data come from “Taking Part: The Nationah&y of Culture, Leisure and
Sport” a nationally representative survey of thalagopulation of England conducted
in late 2005 and early 2006 by BMRB Social Resedoctihe Department for Culture,
Media and Sport. These data were collected dwifare-to-face interview lasting 35
minutes on average. Just over 26,000 househottisipated in the survey. In addition
to questions on gambling, this survey containedilit questions on sport participation
and participation in cultural activities like atting concerts, museums, and historical
sites.

All three surveys contained questions about padiocdn in sports betting. Although
the types of questions differed, the key poinhe @ll three surveys allow us to identify
people who have bet on sporting events in the pasiddition, residents of all three
countries have easy access to sports betting appies. In Canada and Spain, sports
betting games are offered by monopoly lottery comgmathat operate a large number of
retail outlets and advertise heavily on TV and eadind in print media. In the UK,
private bookmakers operate thousands of bettingsshth over the country. In addition,
bookmakers and football pool operators take betiseatries over the internet. Access
to legal sports betting opportunities should noal@oblem for potential sports bettors
in these three countries.

Characteristics of Sports Bettors

Table 1 summarizes the estimated participationsratesports betting markets, and
frequency of sports betting in the three countrigbe UK survey contained questions
about sports betting, including fixed odds bettorgevents like football matches and
participation in football pools, in the last weekdathe last year. The Spanish survey
asked only about lifetime participation in La Qiliai, the Spanish lottery’s football
pool game. The Canadian survey asked questiong @aaoticipation in Sport Select,
the sports betting game operated by the Westeradaahottery Corporation in Alberta
over the past year.



Table 1: Estimated Sports Betting Participation and Frequency

Canada Spain UK

Weekly Participation Rate - 222
Annual Participation Rate 3.10 ---- 515
Lifetime Participation Rate -—-- 4975
Participates Weekly 29.63 19.70
Participates Monthly 22,22 11.33
Participates Less Frequently 48.15 68.97

Participation in sports betting markets is quitghhin Spain. Almost half of the adult
population of Spain has purchased a La Quinieletin their lifetime. The estimated
participation rates in sports betting markets avetmower in Canada and the UK. Part
of this difference can be explained by the timenkezof the participation question. Even
if most sports bettors only bet infrequently, lifie¢ participation rates must be higher
than annual or weekly participation rates. Howetlee effective price of making a bet
on a sporting event also plays a role in deterngimarticipation rates in sports betting
markets. In the UK, a bettor can place a fixedsoolet on an individual football match,
or other sporting event, with any one of the nurasrprivate book makers operating in
that market. The UK is the only market where a daet be placed on an individual
game or match. Alberta, a bettor must bet on arfmum of two sporting events; in
Spain, buyers of a La Quiniela ticket must predit outcome of multiple football
matches. The effective cost of a bet also diftkrs to takeout and overround in each
market. Canadian sports bettors face overrounaypkhere from 160% to 300%, while
English bettors face an overround of only about%10 This difference probably
contributes to the lower sports betting marketipigation rate in Canada. There is no
overround in La Quiniela, but the takeout ratehis game is 45%.

The Spanish and Canadian surveys also asked questibout the frequency of
participation among participants. The bottom paoklTable 1 summarizes these
responses for sports bettors. In Canada aboutdfidlie sports bettors bet at least
monthly; in Spain just less than one third of tle¢tdrs bet at least monthly and the rest
bet less frequently. The large number of infrequearticipants in sports betting in
Spain helps to explain the high lifetime participatrate and low annual participation
rates reported on Table 1. Infrequent participamiy bet on sports occasionally, or
may have only bet on sports on a handful of ococasioMany of these individuals
would not report betting on sports in the last yeacause of the sporadic nature of their
participation. But infrequent participants woultsaer yes if asked if they haderbet

on sports, even if they only be on sports one ty@as ago. The time frame of the
questions, coupled with infrequent participationalarge segment of the population,
can explain the large differences in reported pigdtion rates.

All three surveys contain detailed demographic sadoeconomic information about
respondents. Table 2 summarizes some of the ¢kasdics of sports bettors in these
three countries.



Table 2: Characteristics of Sports Bettors

Variable Canada Spain UK
Average Age 33.8 43.24 43.86
Average Income (000s per year) 53.07 27.85 34.57
% male 0.88 0.60 0.79
% single 041 010 0.38
% who attended college 045 056 0.29
% employed 0.77 071 0.69
Average # of Persons in Household 220 310 250

Canadian sports bettors tended to be younger agtiskrsports bettors older. The
income variables were household income in all thoases, and the reported figures
have been converted to 2006 US dollars using thheh@aing Power Parity exchange
rate estimates published by the OECD. Canadiarisspettors had the highest income
and Spanish sports bettors the lowest. The edidnaverage household income of
sports bettors in the UK is roughly equal to thediae household income in the UK;

the estimated average household income of Canagbarts bettors is well above the
median household income in Canada and more thableldbe median household

disposable income in Spain €13,714.

Sports bettors in all three countries tend to beeraad employed. They also tend to be
not single. The other martial status categorietude married, cohabitating, divorced

and widowed. The level of education of sportsdrsstivaries widely across the three
countries. Sports bettors in the UK tend to be Educated; only 29% of them attended
college. Sports bettors in Canada and Spain ®ihdvte more education, with Spanish
sports bettors having the highest college atterslzate.

Conditional Analysis of Sports Betting Market Peigiation

The unconditional statistics discussed above peowudportant information about the

characteristics of sports bettors in Canada, Spaththe UK. However, a conditional
analysis of the factors that explain observed tianain sports betting market

participation can also uncover important featuresua consumer behaviour in these
markets.

Our conditional analysis of consumer participatioisports betting markets is based on
a probit model. Consider a latent variable tiat reflects the net utility that an
individual gets from betting on a sporting eveht. is determined by characteristics of
the individual and the sports betting market that individual can participate in and a
random variable capturing other factors that afteet utility derived from betting on
sporting events

Y =pXi+a (1)

Where Xis a vector of individual and market charactersstfcis a vector of unknown
parameters, and & a mean zero constant variance random varidale daptures al
other unobservable factors that affect the utilitgdividual i receives from sports
betting. If Y ;>0 the individual bets on sports and ifi%<0 he individual does not.
Define an indicator variable;Yhat is equal to one if individualis a sports bettor and



equal to zero if individual is not a sports bettor. The unknown parameteesjuration
(1) can be estimated by the standard probit estimat

PLY; = 1] X = x] = ®(BX;) (2)

where® is the cumulative normal distribution function.

Table 3: Probit Marginal Effects - Participation in Sports Betting

CANADA SPAIN UK
Variable Parameter P-value Parameter P-value Parameter P-value
Age -0.001 0.001 -0.004 0.001 -0.001 0.001
Income 0.0001 0.105 0.0021 0.027 0.0003 0.001
Male 0.042 0.001 0.243 0.001 0.070 0.001
Single -0.001 0.919 -0.050 0.203 0.003 0.466
College -0.003 0.304 0.017 0.441 -0.013 0.001
Employed 0.003 0.671 0.006 0.833 0.013 0.001
# in Household -0.013 0.168 -0.001 0.910 -0.004 0.001
Observations 1339 2425 22497
psuedo-R? 0.155 0.067 0.080
Log Likelihood -172 -1568 -4461

Table 3 contains the marginal effects implied g/ plarameter estimates from equation
(2) and the P-values for a two-tailed t-test oh#igance on these parameters, and basic
summary statistics from probit models estimatedgisiata from the three surveys
described above. This set of explanatory variahéssbeen used to explain

participation in gambling markets in a number aous studies (Scott and Garen,
1994; Farrell and Walker, 1999; Worthington, 2001).

Three consistent determinants of sports bettinggeneom these results. First, males
are more likely to bet on sports than females. fiaeginal effect varies quite a bit
across the three countries, ranging from 4% in Gana over 24% in Spain, but the
evidence clearly suggests that men are more likelhet on sports than women.
Second, the likelihood that an individual bets parts falls with age. Alternate probit
models that included age squared were estimatedar to determine if the
relationship between betting on sports and ageneadinear. The estimated
parameters on the age squared variables wereatististlly significant. Third, the
likelihood that an individual bets on sports in@esawith income. Although the
marginal effect is not large, this suggests thattspbettors tend to have somewhat
higher incomes than people who do not bet on sports

Marital status, employment status, and househakl aie not strongly associated with
the tendency of individuals to bet on sports. Tdlationship between education and
sports betting is mixed. In the UK, individualsavtlid not attend college are more
likely to bet on sports, while the level of eduoatis not associated with the likelihood
that an individual bets on sports in Spain and Gana
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The general picture that emerges from the conditianalysis of participation in sports
betting markets in Canada, Spain and the UK isdpatts bettors tend to be younger
males with relatively high income. These resutikihn three different countries with
legal and easy access to sports betting opporgnifThe specific types of sports
betting available differ as well, with more spdrtsting options available in the UK and
fewer in Canada and Spain.

Discussion and closing comments

We motivated this paper with two types of proposkednges in the availability of sports
betting opportunities: the creation of new spodgibg opportunities where none
previously existed and the elimination of all spdyetting opportunities that have taken
place recently in the US; and the proposed expardiexisting sports betting
opportunities beyond the current system of statespred monopoly sports betting
currently in place in many EU countries. In bo#ises, the welfare of sports bettors and
government revenues generated from implicit oriekghxation of sports betting will

be affected by these changes in betting opporasmiti

Who will bet on sports if betting opportunities argd?

Based on our analysis of the characteristics oftspeettors, annual participation in
sports betting markets is low. Less than 5% ofdimey respondents in Canada and
the UK reported betting on sports in the past yddhough lifetime participation may
be high, casual gamblers appear to bet on spdregjirently in the UK and Canada. In
Spain, about 30% of participants reported bettmfpotball pools weekly or monthly,
suggesting a significantly higher annual partiagratrate. In all three countries,
participants were largely male, and the conditicanalysis of participation indicates
that participation declines with age. The averggats bettor in all three countries had
household income at or above the median housemudme, and the conditional
analysis of participation indicates that participatincreases with income. Thus the
typical sports bettor is a young male with reldivagh income.

Although the annual participation rates in Canadd the UK are small, they are not
zero. People in these three countries are intgtaatbetting on sports, and the US is
quite similar to Canada and the UK in many respecthis implies that a similar
number of people in the US would be intereste@gally betting on sports, if available.
These potential sports bettors are either not ntlyréetting on sports, or are betting on
sports illegally. If they are not currently begion sports, providing these individuals
with legal sports betting opportunities will be @& @to improvement.

The expansion of sports betting opportunities aces like the US where sport betting
was not available will likely attract a similar gpof individual: young males with
relatively high incomes. This profile of sportsttoes matches the characteristics of
those sports fans who watch sports on televisianiiervold and Solberg, 2006) and
attend live sporting events (Borland and Macdon20f)3). The similar characteristics
of sports spectators and sports bettors also sudgbas there may be important
complementarities in watching sports and bettingports.

Who are the winners and losers from expanded oppitigs?

The answer to this question varies in the US amdBb. Recall that sport betting
opportunities are being made legal in the US, whilgehe EU the monopoly sport
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betting operations run by governments may be eblteth n favour of increased
competition.

In the US, legal sports betting will be offered wd& was previously illegal. As was
mentioned above, this opportunity will increase ukibty of individuals who would like
to bet on sports but were unable to when sportingewvas illegal. Since sport betting
in Canada, and in the US state of Montana, featexé®mely high takeout rates or
overround, the revenues generated from sportsgettiould be substantial, benefitting
the government and, indirectly, those who receiwegiment-provided benefits
financed by the revenues generated from sportmfett

In addition, the government revenues generated fpant betting have two appealing
features. First, revenues raised from sport bettorgstitute a “voluntary” tax in that no
one is obligated to bet on sports. Second, thevithgials who will likely participate in
this activity have relatively high incomes, makitings implicit tax both voluntary and
progressive.

The most vocal opponents to legalized sport bettindgpe US were professional sports
leagues like the NFL and amateur sports organizatlike the NCAA. Since these
organizations oppose the legalization of sportimgttthey would appear to lose
something following the legalization of sport betti However, these losses are
difficult to identify.

Opponents of legalized sport betting claim thatdpportunity to bet on sports corrupts
participants, including athletes and officials, ¢rgating incentives to fix games and
engage in other behaviour like point shaving tlegluces the perceived legitimacy of
the product. But game fixing and point shavingesppto be rare in North American
team sports, based on past cases where participagéged in game fixing or point
shaving were caught and punished. National BaaKkethssociation referee Tim

Donaghy reportedly gambled on games he officiatethé 2007 season. Prior to this,
no allegations of game fixing related to gambliraydn been made in the four major
professional sports leagues in North America inst¢ime. College sports, on the other
hand, periodically experiences episodes of gamedix Examples of game fixing

related to gambling in the NCAA include the Univgrof Toledo (men’s basketball

and football 2003-2006), Northwestern Universitye(ris basketball, 1995), Arizona
State University (men’s basketball, 1994), and BosCollege (football, 1996;men’s

basketball, 1978). However, NCAA athletes receieecompensation beyond tuition
and room and board, providing NCAA athletes with iacentive to engage in this

behaviour. In addition, there are hundreds of €on | football and basketball

programs in the US, compared to a few dozen priofiesks teams in each league,
providing many more opportunities for game fixing.

Also, good reasons exist to believe that the matgiffect of increased opportunities to
bet on sport will not affect the incentive to fiarges. Sport betting is already legal in
Nevada, and internet betting with off-shore spdat®k is relatively easy, so any
potential game fixer already has access to spetts opportunities. In addition, the
other existing sport betting opportunities in NoAmerica consist of “parlay” games
where multiple contests must be bet on in each gahés clearly increases the cost of
game fixing because players on multiple teams wdadsle to be involved. The
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expansion of “parlay” type sports betting would e@pto have only a limited effect on
the incentive to fix games in North America.

Two groups would clearly lose from an expansionspbrts betting opportunities in
North America: illegal sports book makers and “béfee” internet sports books the
currently operate in the Caribbean and central Agaarcountries with liberal gambling
laws. An expansion of legal sport betting oppaittas in the US would reduce he
handle at these locations, if the legal opportasitare substitutes for their betting
options.

In Europe, the winners and losers differ signifitanThe clear losers will be the state-
operated sport betting monopolies, and the groupsneceive funding generated by the
rents earned by these monopolies. The introdudii@ompetition in European sport
betting markets, either in the form of on-line dpdrooks or UK style private betting
shops will reduce the monopoly rents earned by-siperated monopolies. The
revenues from state-sponsored sport betting morespiol Europe typically go to
specific activities like the training of elite a¢iés or the operation of the European club
sport system that trains young athletes and orgari@ampetitions. These organizations
will have to find new sources of funding if the tegenerated from sport betting
disappear. The equity and efficiency effects of thhange are complex. To the extent
that watching sport and betting on sport are complds, sports bettors are potentially
a reasonable source of funds to subsidize thangpof athletes and the organization of
competitions. However, participation in sport nggnerate other important benefits to
both the participants, in the form of enhanced iegsability and to society in the form
of a healthier and happier population. If thesedfiées are important, then alternative
methods of financing the training of athletes dmeldrganization of competitions may
be desirable.

The winners in Europe will clearly include sportdtbrs. They will have access to a
richer array of sports betting opportunities antl ln@ subject to lower takeout rates and
overround. Increased access to higher qualityngetpportunities will increase the
utility sports bettors get from betting and lowakeout rates and overround will reduce
he effective cost of betting. In addition, the arpion of internet betting will reduce the
transactions costs faced by sports bettors.
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