
Betting on the Budget1

     
 

This IPRO report examines the legality surrounding amateur and professional sports betting by 
state. 
 
Definitions 
Fantasy Sports Wagering- betting or wagering on a fictitious sports team composed of actual players 
from different teams.2

 

  Fantasy sports teams are created by participants in a simulated player draft 
that is usually conducted through an online fantasy sports website. 

Calcutta Pools- a form of sports betting in which participants bid auction style on teams which they 
believe will win.  All money wagered is pooled together, applicable taxes are removed, and winnings 
are distributed to winners.3

 
 

Sports Tab Games- a form of sports betting that operates similar to lottery tickets.  Participants 
purchase a sports tabs with various team names on the tab.  If the teams on the tab win, the 
participant is awarded winnings.4

 
 

Parimutuel Wagering- a form of betting in which all wagered money is collected into a pool, applicable 
taxes are removed, and winnings are distributed to winners.  Parimutuel wagering differs from 
Calcutta pools in that participants can wager specified amounts of money on a given team (or race 
animal) rather than bid auction style against other participants wishing to bet on the same team (or 
race animal).5

 
 

Parlay, Multi-Game Betting- a series of wagers in which the winnings from one wager are used as a 
stake for the subsequent wagers.6

 
  

Gambling Game- Iowa currently defines this narrowly to not include sports betting. As defined in the 
Iowa State Code, “means any game of chance approved by the commission for wagering, including, 
but not limited to, gambling games authorized by this chapter.”7

 
 

Background 
 
Sports betting on professional and amateur games are illegal in 46 states. It is however allowed by 
Federal exemption because of the Bradley Act in Delaware, Montana, Nevada, and Oregon. 
Furthermore, horserace betting is excluded from Federal exemption.8
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Federal Action 
  
Professional and Amateur Sports Protection Act (PASPA) of 1992  
The 102nd Congress passed the Professional and Amateur Sports Protection Act of 1992.  The 
PASPA of 1992, or Bradley Act, made it illegal to wager on sporting events in all 50 states with the 
exception of states that currently had sports betting or had enacted legislation to allow sports betting 
since 1976.9 The four exempt states were Nevada, Delaware, Oregon, and Montana.10  The Bradley 
Act also had a provision that allowed states who had operated state regulated casinos for at least 10 
years to pass legislation to allow sports betting in the respective state within one year.11 New Jersey 
was the only state that qualified for this provision.  Although Iowa is currently home to multiple 
state regulated casinos, the state did not pass legislation to allow gaming until 1983, thus Iowa failed 
to meet the provision in the Bradley Act to allow sports betting.12

 
 

Benefits and Costs of Legalizing Sports Betting in Iowa 
 
Benefits  
 
Increased Revenue 
Legalization of sports betting in Iowa would result in significant increases in state revenue.  Recent 
studies conducted by Cantor Fitzgerald L.P. have projected a state revenue boost of over $600 
million if sports betting were to be enacted in New Jersey.13  IPRO researchers have calculated a 
potential $30 million increase if revenue of sports betting were to be enacted Iowa.14  Boosts in 
annual state revenue could be used to cover budget shortfalls as planned by New Jersey, or could be 
allocated to fund multiple state programs.  Oregon uses sports wagering revenue to fund collegiate 
scholarships to in state students.  Over the past 10 years, sports betting revenue has generated more 
than $28 million in public university scholarship funds.15  In 2002, Oregon allocated $2.5 million of 
sports betting revenue towards in state athletic scholarships which was enough for over 40 four-year, 
full ride scholarships at the University of Oregon.16

                                       
  

Tourism in Iowa 
Since sports wagering is currently allowed in four states legalization of such gaming activity in Iowa 
would likely result in increased tourism.  Calculations from Cantor Fitzgerald’s report on sports 
wagering show that the state of New Jersey would gain approximately $60 million annually from 
boosts in tourism associated with sports betting.17
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Freeing Markets 
The sports betting market is both a high market and a high potential market.  In 2009 alone, over 
$2.57 billion was wagered on Nevada’s sport books.18  Moreover, with an ever increasing 29.6 
million fantasy sports participants, the potential market of sports wagering is at an all time high.19

  

  
However, the sports betting market is, by law, confined to only four states.  Legalizing sports 
wagering in Iowa would essentially be freeing a market that is currently restricted to an oligopoly 
under the Bradley Act. 

Entertainment Value  
Both sports and gaming have a long history in the United States.  This past year, over 106 million 
people watched the Super Bowl and an estimated $380 billion of illegal sports bets were placed.20,21

 

  
Legalization of sports betting in Iowa would open the door to new, legal forms of entertainment for 
both sports fans and gaming participants alike. 

Sports Betting as a Crime 
It has become increasingly common for illegal sports betting to go unrealized, therefore jeopardizing 
the perception of the legal system and questioning its ability to enforce laws for reasons such as:22

• Limited resources by law enforcement to execute the laws of sports betting. 
 

• The legal framework for what is legal and illegal in sports betting has become discombobulated. 
• There are small financial penalties for violating sports betting laws; therefore it does not justify 

the expense to prosecute an alleged criminal.  
• Public perception that violating sports betting laws is acceptable.  
 
Costs 
 
Route for Legalization 
In the current state, Iowa would have to perform two steps to effectively legalize amateur and 
professional sports betting in the state.  The cost to legalization involves the legal and time along 
with the opportunity costs of not receiving sports betting tax revenue. 
 
The following could be implemented in any order: 
• Change state code to define sports betting as a ‘gambling game’ in order for it to be licensed.  
• Have the PASPA of 1992 overturned in Federal Court or the have the exemption of state status 

changed to allow sports betting in the state.  
  
Compromising the Integrity of Sport 
The legal ability for players to bet on games could jeopardize sports in general placing into question 
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the ethicality and motives behind outcomes in games. Experiencing again scenarios such as:23,24

• The 1919 World Series involving the “Black Sox’s” in which White Sox players purposely lost 
games because they were paid to resulting in a fixed World Series.  Eight players were banned 
from baseball for life. 

  

• The Pete Rose scandal in which the all-time leader on hits was banned from MLB for betting 
on games while as a player and manager.  He most famously played for the Cincinnati Reds.  

• In 1951, Men’s Collegiate Basketball Point-Shaving Scandal involved seven teams and over 50 
players fixing games over a four-year period; most famously involving players from Columbia 
University and the University of Kentucky. 

 
 
State Action (Iowa, New Jersey, Delaware, Montana, Nevada, Oregon) 
 
Iowa 
  
Iowa does not directly define betting on amateur or professional sports in the state code. 
Administrative Code 481-102.2(1) states “...sports betting polls are not considered games.”  Sports’ 
betting is not considered a game and thereby not allowing any casinos in Iowa to register for a sports 
betting license.  
 
In the 2010 Legislative Session, a bill sponsored by State Senator John Kibbie would have allowed 
sports betting as a gambling game to be licensed if “...federal law does not prohibit professional and 
amateur sports betting...” 25, 26

  
, A 

Gambling Revenue Status 
The Iowa Gaming Commission found that gaming in general for the state generated $1 billion for 
Iowa’s economy in 2009.27

 
, B  

 
New Jersey 
 
1993 Action in New Jersey  
Following the passing of the PASPA of 1992, the New Jersey State Legislature created a bill that 
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would place a referendum to allow sports betting on the ballot for public vote.28  The bill passed in 
the Senate twice, but died in the Assembly Appropriations Committee under Chairman Rodney 
Frelinghuysen-Republican.29

 

  Failure to pass such legislation in the one-year time window provided 
in the Bradley Act resulted in the banning of sports wagering in New Jersey.   

New Jersey Lawsuit 
In March of 2009 the state of New Jersey filed a lawsuit against the U.S. Department of Justice 
claiming the PASPA of 1992 unconstitutional.30  The lawsuit is supported by New Jersey Governor 
Jon Corzine, New Jersey State Senator Raymond Lesniak, as well as various organizations 
representing the 11 casinos in Atlantic City.31

 

  New Jersey’s lawsuit is the first step in a series of 
actions that would legalize sports betting in New Jersey and could help reduce a $10.7 billion budget 
shortfall.  If successful, the New Jersey lawsuit would pave the way for other states to enact 
legislation to legalize sports betting. 

Delaware 
 
Sports betting in Delaware  
In 1976, Delaware offered parlay bets (also known as multi-game sports betting) for National 
Football Games (NFL) for the 1976 season. In March 2009, the state attempted to offer wide-
ranging multi-game, parlay, and single game bets for a wide-ranging number of sports. Sports that 
were included but not limited were the NFL, National Collegiate Athletic Association (NCAA), 
National Basketball Association (NBA), Major League Baseball (MLB), and National Hockey League 
(NHL). The United States Delaware District Circuit Court ruled in August 2009 that it was illegal for 
Delaware to offer betting on all forms of amateur and professional sports, not compliant with 
PASPA of 1992.  The ruling for Delaware limited sports betting to just parlay or multi-sports betting 
for NFL games.32

 
 

Currently, Delaware offers parlay or multi-sports betting NFL games administered at three Delaware 
casinos.33  This form of sports betting helps contribute to all forms of gambling to the state coffers 
at the tune of $248 million in fiscal year 2009.34
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Montana 
 
Sports betting in Montana 
Montana State Code explicitly outlaws any wagers on the outcome of individual sporting events. 
 However, Montana currently allows multiple forms of sports betting.35  In 2008, the Montana State 
Legislature created the Montana Sports Action which allows for wagers to be placed on fantasy 
sports teams and is operated through the Montana State Lottery.  The state of Montana also allows 
for sports Calcutta pools, which fall under the category of parimutuel betting, and sports tab games 
which are operated similar to lottery tickets.36

 
 

 
Nevada 
 
Sports betting in Nevada 
The Nevada Gaming Commission and State Gaming Control Board allow all forms of amateur and 
professional sports betting.37  According to the American Gaming Association (AGA), less than one 
percent of nationwide sports betting were made via Nevada sports betting licensed bookkeepers - 
producing revenues of $136.4 million in 2009.38  Up until January, 2001 the Nevada Gaming 
Commission regulated that betting could not take place on Nevada collegiate sports teams.39

 
 

Currently, in Nevada betters can wage on all amateur and professional sports.  No publicly owned 
casinos exist.  
  
Oregon 
 
Sports betting in Oregon 
From 1989 to 2007 Oregon instituted a program called Sports Action. This program was the state 
lottery for sports betting, allowing parlay wagering on NFL games and—for a short period in 
1990s—NBA games as well.40

 
 

In 2005, Oregon repealed “sports related gaming” in order to seek economic development potential 
in hosting NCAA Men’s basketball tournaments along with other opportunities.41
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Oregon’s seven public university athletic programs.  The state legislature and the governor 
concluded that it was more economically beneficial to host games rather than allow bets on them. 
This was particularly due to the fact that sports betting made up a minimal percentage of Oregon’s 
gambling revenue.42, 43, 44

 
 

Currently, Oregon has no legally licensed form of sports betting.  
 
By the Numbers 
• The sports betting industry is a major sector of the gaming industry. In 2009, approximately 

$2.57 billion were wagered on sports betting in Nevada alone.45

• It is estimated that if half of all illegal sports bets were legally booked, annual revenue of $12 
billion after payouts would be generated.

  This figure represents less than 
one percent of annual sports wagering nationwide. 

46

 
 

Table 147

The state of Iowa graduated gambling revenue tax structure 
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Revenue Rate 
Less than $1 million 5% 

$1 to $3 million 10% 
Over $3 million 22% 

Over $100 million (with racetrack) 24% 

This report was prepared in October 2010 by the Iowa Policy Research Organization (IPRO), a non-partisan public policy 
undergraduate group at the University of Iowa.  For additional research on this or other issues, please visit our website at 
http://www.uiowa.edu/~ipro/ or contact caroline-tolbert@uiowa.edu. 
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