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Executive Summary 

At the request of the Governor’s Study Group on Gambling Policy, the Public Affairs 

Research Council of Alabama (PARCA) presents the following revenue projections. 

These projections are mathematical models based on publicly available data from 

the U.S. Census Bureau, other states, and national associations. The models do not 

account for variance in income, employment, earnings, or broader economic or 

demographic trends. 

The research below suggests Alabama could generate approximately $745 million in 

annual state revenue. This reflects the sum of the midpoint of the numbers below. 

Lottery: $270 to $386 million  

Casino Gaming: $398 to $423 million1 

Electronic Gaming: $233 to $290 million2 

Sports Betting: $6 million 

Total: $676 to $815 million 

The project numbers are not start-up or year-one projections. The numbers reflect 

fully operational and relatively mature gaming.  

Likewise, this does not mean the state would have $745 million in new revenue. As 

much as $130 million would replace sales tax revenue that would have been 

generated from the sale of other goods instead of gambling. Likewise, the state will 

likely devote some revenue to address problem gambling—every state with 

gambling makes such an allocation. There are also other new costs to be incurred, 

as well as benefits.  

PARCA recommends a full economic impact study to include all known direct and 

indirect costs. 

Examinations of the social costs and the relative efficiency of gambling as a 

generator of state revenue are also recommended. 

1 Inclusive of electronic gaming 
2 Not included in the total gaming amount 
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Introduction 

At the request of the Governor’s Study Group on Gambling Policy, the Public Affairs 

Research Council of Alabama presents the following revenue projections. These 

projections are mathematical models based on publicly available data from the U.S. 

Census Bureau, other states, and national associations. The models do not account 

for variance in income, employment, earnings, or broader economic or demographic 

trends. Data are not available for every state and every year. No data from tribal 

casinos are included.  

This study does not consider indirect revenue nor direct or indirect costs. Likewise, 

the study does not consider the social cost of gambling in Alabama. A complete 

economic impact study, including all known direct and indirect costs, is warranted. 

Examinations of the social costs and the relative efficiency of gambling as a 

generator of state revenue are recommended.  

States vary widely in types of gaming permitted, where allowed, who may play, and 

how taxes apply. The numbers below are general ranges designed to give 

policymakers broad ideas. More accurate projections could be created as key 

questions are answered. Likewise, sophisticated models can be built to simulate 

different scenarios.  

The research below suggests Alabama could generate approximately $749 million in 

annual state revenue. 

Projected Revenues, PARCA, Alabama Department of Revenue 

PARCA Projection Department of Revenue 
Projection 

PARCA Variance 
from ADR Midpoint 

Lottery $270 to 386 million 

Midpoint: $328 million 

$354 to 438 million 

Midpoint: $396 million 
-17.7%

Casino 
Gaming 

$398 to 423 million 

Midpoint: $410 million 

$311 to 421 million 

Midpoint: $366 million 
+12%

Electronic 
Gaming 

$233 to 290 million 

Midpoint: $261 million 

$230 to 287 million 

Midpoint: $258 million 
+11%

Sports 
Betting 

$6 million $10 million 
-40%

Total 
$676 to 815 million 

Midpoint: $745 million 

$905 million to $1,156 million 

Midpoint: $1,030 million -27.6%
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Note that Alabamians, or those visiting, would need to spend an estimated $3.25 

billion on direct gambling costs to generate revenue in these ranges.  

Presumably, dollars spent on gambling would otherwise be spent on other 

consumable goods and taxed at 4%. Thus, an estimated $130 million of gambling 

revenue, 17%, would be replacement, rather than new, revenue.  

Methodology 

PARCA used data sources cited throughout the document to calculate per capita 

gross revenue and states’ net revenue amounts. In some instances, current dollars are 

displayed, but all dollar figures are converted to constant 2018 dollars to account for 

inflation. Multiple years of lottery and casino data are averaged. With less than two 

years of data, and some states with only a few months, sports betting data is 

annualized.  

Population numbers from the 2010 U.S Census and 2018 American Community 

Survey are used. The analysis provided by the Alabama Department of Revenue used 

2010 Census numbers and noted that analyses with more recent population numbers 

would likely show different revenues. This is evident in the numbers below.  

In some instances, a legal age is referenced. In these cases, population inputs from 

the states are either the 18+ or 21+ populations, depending on the legal age of 

gambling in that state. Likewise, some outputs for Alabama are offered for both 18+ 

and 21+ populations. 

As noted above, there are many variables in projected gambling revenues. A small 

adjustment in one variable can have significant impact in gross and net revenues.  
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State Lottery  

At present, 45 states allow lotteries. In addition to Alabama, Alaska, Hawaii, Nevada, 

and Utah do not presently allow lotteries, although Alaska is exploring a lottery. 

Most states began their lotteries before 1995, the year the Census Bureau first began 

reporting lottery financials. Table 1 lists the states which have begun lotteries since 

1995. 

Table 1. States Beginning Lotteries Since 1995 

Mississippi introduced a lottery in November 2019. Due to the lack of sufficient data, 

the state is not included in the analysis. 

State lotteries vary in legal structure, organization, retail incentives, and games 

offered.   

The data below consider lottery revenue since 2010, as reported by the U.S. Census 

Bureau’s Annual Survey of Government Finances.3  

Between 2010 and 2018, states have generated $618 billion In constant (2018) 

dollars. See Table 2.  

3 https://www.census.gov/programs-surveys/state.html 

State Year Lottery Began 

New Mexico 1997 
South Carolina 2002 
North Dakota 2004 
Tennessee 2004 
North Carolina 2006 
Oklahoma 2006 
Arkansas 2010 
Wyoming 2014 
Mississippi 2019 
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Table 2. Total Lottery Sales by Year, All States—Current and Constant Dollars 

Table 3 lists total and average lottery sales by state between 2010 and 2018. New 

York leads the nation in both categories, averaging $8.3 billion and totaling $74.87 

billion. Wyoming, establishing a lottery only in 2014, trails with an average of $626 

million and a total of $5.6 billion. The national average Is $1.56 billion.     
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Table 3. Total and Average Sales by State, 2010–18, Constant Dollars 
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Table 4 lists average administrative costs, prizes distributed, and net government 

proceeds, all in constant (2018) dollars. 

Table 4. Average Distribution of Lottery Revenue, Constant Dollars 

Over the nine years between 2010 and 2018, states average 5% of gross revenue on 

administration and 62% of gross revenue on prizes, leaving 33% for the state. See 

Figure 1.   
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Figure 1. Average Distribution of Lottery Proceeds 

The Census Bureau’s Annual Survey of State Government Finances also reports net 

proceeds available to states. PARCA took the net proceeds available to state 

governments every year between 2010 and 2018 and divided by the three 

population measures for each state: the 2010 Census, and the One-Year American 

Community Survey (ACS) Population Estimate4 of the total population and the One-

Year ACS population of those legal to buy lottery tickets in each state.5  

These calculations result in an average per capita yield between $80.90 and $101.74, 

depending on the population variable. Rhode Island leads the nation, and North 

Dakota trails at $79.11 and $10.01, respectively, based on the total 2018 ACS 

population.   

4 https://www.census.gov/programs-surveys/acs 
5 21 in Arizona, Iowa, Louisiana, and Mississippi, 18 in all other states 
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Table 5. Per Capita Tax Yields, 2010–18, Constant Dollars 
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Excluding all but Southeastern states reduces the average to $61.90. See Table 6. 

Table 6. Average Per Capita Lottery Proceeds to Southeastern States, 2010–18, 
Constant Dollars 

By considering Southeastern states with the greatest political, economic, and 

cultural similarity to Alabama, the average per capita drops to $55.39. See Table 7. 

Table 7. Average Per Capita Lottery Proceeds to Selected States, 2010–18, Constant 
Dollars 

We can now apply these various per capita amounts to Alabama population 

measures. First, however, we compare these projections to those of the Alabama 

Department of Revenue. The Department applied to 2018 revenue figures 2010 

Census population figures to project $354 to 438 million. 
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Using just 2018 financial data reported by the Census Bureau divided by 2010 

Census numbers and different collection of states, PARCA projects between $302 

and $389 million. See Table 8. 

Table 8. Lottery Projections Based on 2018 Revenue and 2010 Population 

We also applied the nine-year constant dollar averages and 2018 ACS total 

population figures. See Table 9. 

Table 9. Projected Lottery Revenues Based on 2018 ACS Total Population 

Based on this analysis, we project lottery revenue between $270 and $386 million. 

Anecdotal projections have suggested an Alabama lottery could generate $1 billion 

in sales. Between 2010 and 2018, state revenues averaged 32% of total retail sales. 

Based on this percentage, retail sales of $1 billion would generate $320 million for 

Alabama.  

Comparison Per Capita

Projected 
Alabama Revenue

All States $81.50 $389,580,188
Southeast States $71.79 $343,165,174
Selected States $63.14 $301,817,093

Comparison Per Capita

Projected 
Alabama Revenue

All States $79.11 $386,679,475
Southeast States $61.90 $302,559,215
Selected States $55.39 $270,739,175
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For comparison, see Table 10, detailing South Carolina lottery finances between 

2010 and 2018.  

Table 10. South Carolina Lottery, 2010–18, Constant Dollars 
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Casino Gambling 

Casinos provide perhaps the most complex array of gambling options. At the end of 

2018, 1,265 casinos or card rooms operated in 40 states.6 See Figure 2. 

Figure 2. Casinos by State, All Types 

In addition to physical structures, seven states (Illinois, Louisiana, Montana, Nevada, 

Oregon, South Dakota, and West Virginia) allow electronic gaming machines in retail 

outlets outside traditional casinos. These states are home to 14,646 such outlets. 

Note this is the number of establishments offering electronic gaming, not the number 

of machines themselves.  

Of the 1,265 casinos, 467 are so-called corporate casinos, and 514 are tribal casinos. 

See Figure 3.   

6 https://www.americangaming.org/wp-content/uploads/2019/06/AGA-2019-State-of-the-
States_FINAL.pdf 
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Figure 3. Casinos by Type 

Corporate casinos report Gross Gaming Revenue (GGR) and government proceeds 

to state regulatory agencies. These data are collected and published by the 

American Gaming Association (AGA). The data in this section represent these 

corporate casinos, as reported by the AGA. Accurate and accessible revenue from 

tribal casinos is difficult, if not impossible, to obtain. 

According to published reports by the AGA,7 corporate casinos generated $187.44 

billion between 2014 and 2018 and provided $45.36 billion in direct tax revenue to 

state and local governments.8 See Table 11. 

7 Ibid. 
8 Ibid. 
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Table 11. Average Gross Gaming 
Revenue and Tax Yields by State 2014–
18, Current Dollars 

Table 12. Average Gross Gaming 
Revenue and Tax Yields by State 2014–
18, Constant Dollars 

Of course, neither gross revenues nor tax revenues are distributed equally. 

Of the 24 states with casinos between 2014 and 2018, Nevada captured 25% of 

average gross revenue. The next largest state was Pennsylvania with 8.79%. The 

bottom ten states all fell below 2%. See Table 13. 
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Table 13. Total Gross Revenue by State, Share of Revenue, 2014–18, Constant Dollars 
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To calculate potential tax revenue, we divide the average yields (constant dollars) in 

Table 13 by the applicable states’ populations. We chose to use the 2010 Census 

numbers (as did the Alabama Department of Revenue) and the American Community 

Survey (ACS) One-Year Population Estimates for both the total population and the 

21+ population. The results are provided in Table 14. 
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Table 14. Average and Per Capita Tax Yields 

These per capita amounts are applied to the same Alabama population metrics: the 

2010 Census and the One-Year ACS Population Estimates for the total population 

and the 21+ population. Table 15 lists these figures based on each state and the 

average. In other words, if Alabama casinos generated revenue similar to that of the 

other 24 states with commercial casinos and taxed them at similar rates, Alabama 

could anticipate generating $423.8 million in tax revenue per year. 
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Table 15. Per Capita Yields Applied to Alabama 
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If we focus exclusively on states like Alabama, this figure drops to $398 million. See Table 16. 

Table 16. Projected Casino Tax Yields 

There are two major caveats with these numbers. For Alabama to generate similar 

casino revenues, there should be similar access to gaming.  

Nevada is home to 244 casinos. The other 23 states with commercial casinos average 

11 casinos each, excluding tribal casinos—one per every 811,000 residents over age 21. 

Notice that Mississippi is home to 28 commercial casinos (now 29)—one per every 

76,000 people over age 21.  

Considering casinos per residents 21 and over, Alabama would need 4.3 casinos to 
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match the average of one casino for every 811,000 and 46.8 to match Mississippi’s 

rate of one per 76,000. These calculations do not take in into account relative size or 

number of games available at casinos. 

Table 17. Casinos per State 

Second, tax structures vary widely. Casinos offer a complex array of electronic and 

table games, each with their own regulations and, often, tax structures. Taxes on 

casino gaming varies by the nature of the game, the location (land, online, or water), 

and the relative profit already generated in a year. For example, Oklahoma taxes 

gambling revenue on a sliding scale starting at 35% for revenue up to $10 million and 

up to 50% for revenue greater than $70 million. Tax rates range from 6.75% in 
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Nevada up to 61% on some gaming revenue in Maryland. 

Between 2014 and 2018, effective tax rates on casino gaming ranged from 9.3% in 

New Jersey to 51.8% in Rhode Island. State and local tax revenues averaged $392.9 

million, with a high of $1.4 billion in Pennsylvania and a low of $16 million South 

Dakota (current dollars). See Table 18. 

The projected tax yield for Alabama based on data from all states, $423.97 million, is 

based on an effective tax rate of 30.6%. See Table 18. The projection based on 

selected states, $398.6 million, is based on an effective tax rate of 27%. See Table 19.  

Table 18. Gross Revenue, Effective Taxes, and Tax Revenue, All States, 2014–18 
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Table 19. Gross Revenue, Effective Taxes, and Tax Revenue, Southeast States 
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Electronic Gaming 

Alabama could consider legalizing slot machines and other types of electronic 

gaming. Projecting this revenue is particularly difficult. Strictly speaking, traditional 

slot machines are considered Class III gaming. However, some machines 

functionally meet the Class II definition, and casino operators have succeeded in 

efforts to legally declare Class III machines as Class II machines. Some states tax 

different games at different rates, and not all states report gaming revenue by type.   

With those caveats, the 73.9% revenue estimate calculated the Alabama Department 

of Revenue is consistent with other data. Applying that rate to the casino revenues 

projected above suggests revenue between $233.6 and $290.275 million.  

The same caveats that apply to casinos, generally, apply to electronic gaming also. 

Sports Betting 

Compared to other forms of gambling, there are fewer sports gambling data 

available. Before the U.S. Supreme Court’s May 2018 ruling in Murphy v. National 

Collegiate Athletic Association, sports betting was only legal in Nevada. Since the 

Murphy decision, 21 additional states have legalized sports betting, though not all 

states that have legalized sports betting have implemented sports betting. See 

Figure 4.  
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Figure 4. Legal Status of Sports Betting in the U.S., May 2018 

There is surprising variance in the structure of sports betting across the country. 

Location  

Some states restrict sports betting to casinos. Thus, the number of casinos affects 

the volume of sports betting. Mississippi has 29 casinos, Arkansas has two. Other 

states allow sports betting via kiosks at approved retail outlets, generally those 

approved to sell lottery tickets. Some states allow online wagering through websites 

and phone apps. See Figure 5. 
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Figure 5. Legal Status of Online Sports Betting, May 2020 

College Sports 

States treat college sports differently. Per the Murphy ruling, betting on college 

sports is allowed. However, most states also carve out local market teams. Thus, 

while betting on college sports is allowed where sports betting is allowed, betting on 

local college teams is generally prohibited. Currently, only Mississippi, Nevada, 

Pennsylvania, and West Virginia allow betting on in-state college athletics. Oregon 

allows betting on college sports at tribal casinos but not through the sports betting 

site run by the Oregon State Lottery.  

Data Limitations 

The analysis is constrained by the lack of data. Apart from Nevada, at most, states 

have allowed sports wagering for 21 months between June 2018 and March 2020. 

Some states have not reported data. Other states, such as Arkansas, aggregate 

sports wagering with other casino revenue. Since June 2018, a collective $21.17 billion 

has been legally wagered on sports. See Table 20.  
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Table 20. Gross Sports Wagering, June 2018 to February 2020 

Amounts wagered appear to rise and fall with college and professional football. 

See Figure 6.  

Figure 6. Sports Wagering Trend, June 2018 to February 2020 
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While states have reported $21.6 billion in wagers, they have captured $204.8 

million in revenue for state and local governments, averaging $18.6 million. See 

Table 21. 

Table 21. Total Amount Wagered and Total Government Revenue, June 2018 to 
February 20209   

State taxes on sports betting range from 6.75% in Nevada to 51% in Rhode Island. 

The effective tax rate in Mississippi is between 11% and 12%. 

Total state revenues reported in Table 21 are annualized and divided by the 2018 ACS 

population in each state, either 18 or 21, depending on the legal age of sports 

wagering. These calculations provide the per capita state revenues depicted in 

Table 22. 

Table 22. Average Per Capita Government Revenue 

These per capita figures are applied to Alabama’s 18+ and 21+ populations. Based on 

9 New York reports state revenue but not the total amounts wagered 
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the average, Alabama could project to generate $21 million. The full results are 

reported in Table 23. 

Table 23. Projected Alabama Revenues from Sports Wagering Based on All States 

When only states similar to Alabama are considered, the state could anticipate 

generating $6 million. See Table 24. 

Table 24. Projected Alabama Revenues from Sports Wagering, Selected States 

Sports wagering revenue may be lower due to relatively low tax rates and its 

comparatively limited availability. More likely, sports betting requires extensive 

infrastructure. States with larger numbers of casinos or robust online lottery systems 

are expected to generate more revenue. Finally, unlike lotteries and casinos, 

widespread and substantial illegal sports betting has existed for decades. It is 

unknown how much of this activity will move into the legal market.   
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Maximizing Gaming Revenue 

Based on the above analysis, there are opportunities to maximize gaming revenue in 

Alabama. The following are not recommendations or endorsements. Moreover, they 

are not made with any consideration of other trade-offs or the overall policy cost, 

gambling, or otherwise.  

1. Set robust and progressive taxes.

2. Set gambling age at 18.

3. Allow betting on in-state college athletics.

4. Allow off-site, online sports betting.

5. Ensure that any lottery offerings are as competitive as surrounding states.

6. Locate possible casinos in locations to attract visitors from Florida, Georgia,

and Tennessee, states with little casino activity and no sports betting.

7. Promote competition, at least with sports betting vendors.

Again, the above are not recommendations by PARCA and may or may not be good 

policies generally, but they could be strategies to increase revenue. 
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