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Indian Gaming Outpaced by Commercial
Casino and Racino Segments
By Alan P. Meister, Ph.D.

O

ver the years, Indian
gaming in the United
States has undergone
an incredible transformation.
In 1988, about 80 tribes operated bingo halls and card
rooms, generating approximately $121 million. In 2012,
the most recent year for which
data are available, 243 tribes generated
$28.1 billion at a wide variety of gaming
facilities, including some resort destination casinos. However, Indian gaming
has experienced slower growth in recent years. Furthermore, its 2012
growth was markedly slower than those
of other casino gaming segments.
This article examines the performance of Indian gaming over time, in comparison to other casino gaming segments,
and across states and facilities using the
latest data and findings from the recently
released Indian Gaming Industry Report
(2014 Edition).

In calendar year 2012,
there were 468 Indian
gaming facilities operating over 346,000 gaming
machines and nearly
8,000 table games in 28
states. On the whole, gaming revenue
grew a modest 2% to $28.1 billion. This
was 41% less growth than in 2011 (3.4%).
In addition, it was below the pre-recession growth rate (4% in 2007).
However, it is noted that prior to the
Great Recession, which began in late
2007, Indian gaming had been already
experiencing an overall slowdown due to
supply restrictions created by public policies (e.g., tribal-state gaming compacts).
Gaming revenue growth had declined
from approximately 20% in 2001 to 15%
from 2002 through 2004, 14% in 2005,
10% in 2006, and 4% in 2007.
Despite slower than historical
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PERFORMANCE OF
INDIAN GAMING ON A
NATIONWIDE BASIS

growth, gaming revenue was at an alltime high in 2012. In addition, it was the
third straight year of growth amid a
sluggish economy.
In addition, non-gaming revenue
also grew in 2012, increasing nearly 3%
to approximately $3.4 billion. This was
the second consecutive year of nongaming revenue growth. As in recent
prior years, the growth of non-gaming
revenue continued to outpace that of
gaming revenue.
Growth in the payments made by
tribes to federal, state, and local governments in the course of operating gaming
facilities in 2012 also outpaced the growth
of gaming revenue. These payments
grew 3.8% to approximately $1.6 billion.

PERFORMANCE OF INDIAN GAMING VS.
OTHER CASINO GAMING SEGMENTS

Other casino gaming segments also continued to grow in 2012. Nationwide, the
commercial casino segment grew 4%,
while the racetrack casino (i.e., racino)
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segment grew 8%. These growth rates were
greater than or equal to those in 2011 (2% for
commercial casinos and 8% for racinos). Moreover, their 2012 growth rates were two times and
four times that of Indian gaming, respectively.
While the racino segment has outgrown
Indian gaming in most years (16 of the 19 years in
which racinos have been in operation), the commercials casino segment has rarely outgrown
Indian gaming (only two of those 19 years). In
fact, it has been 18 years since the commercial
casino segment had a higher annual growth rate
than Indian gaming.
The faster 2012 growth rate for the commercial casino segment was largely driven by the
introduction of new casinos in new or expanding
jurisdictions (first full year of operations of one
casino and opening of another casino in Kansas;
opening of a casino in Maine; opening of another
casino in Maryland; and opening of three casinos
in Ohio). In fact, these jurisdictions contributed
82% of the total increase in gaming revenue from
2011 to 2012.
On the other hand, Indian gaming did not
experience much gaming revenue growth from
new gaming facilities – while there were 11 facilities opened in 2012, they were generally small
facilities (the largest of the new facilities had 750
gaming machines; and six of the 11 new facilities
had 200 or fewer machines). Furthermore, existing Indian gaming facilities on the whole did not
experience as much gaming revenue growth in
2012 (less than 2%) as in many past years.
Given their relative performances in 2012,
Indian gaming’s share of the casino gaming
market decreased while those of both commercial
casinos and racinos correspondingly increased.
Indian gaming generated approximately 43% of
all U.S. casino gaming revenue. The commercial
casino segment led the way with approximately

45% of casino gaming revenue and racinos
generated the other 12%.

PERFORMANCE OF INDIAN GAMING BY STATE,
FACILITY, AND CLASS OF GAMING

While Indian gaming on a nationwide basis grew
in 2012, performance varied widely across gaming
facilities, states, and classes of gaming. At the
gaming facility level, approximately 66% of Indian
gaming facilities experienced growth in gaming
revenue in 2012, while about 34% experienced
declines. Of the facilities that grew, about 37%
grew by 10% or more.
At the state level, gaming revenue growth
varied from +20% in Alaska to -8% in Connecticut, with 79% of the states (22 of 28) experiencing growth over 2011. The fastest-growing states
after Alaska were South Dakota, Montana,
Alabama, and Texas. The fastest-declining states
after Connecticut were Mississippi, Colorado,
Idaho, and New York.
The states that made the largest positive
contribution to nationwide gaming revenue
growth in 2012 were (from high to low): Oklahoma, Washington, Florida, New Mexico, and
California. The states that made the largest
negative contribution to nationwide Indian gaming growth in 2012 were: Connecticut, Missis-
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sippi, New York, Minnesota, and Colorado.
Gaming revenue at Indian gaming
facilities continued to be highly concentrated within certain states. In 2012, the
largest state in terms of gaming revenue
at Indian gaming facilities continued to be
California. Gaming revenue increased
approximately 1% in California to $7
billion. This means that California alone
accounted for about 25% of gaming revenue at Indian gaming facilities nationwide. The top two states, California and
Oklahoma, generated a combined 38% of
gaming revenue. Meanwhile, the top five
states, which included Washington,
Florida, and Connecticut with California
and Oklahoma, accounted for approximately 60% of total gaming revenue. The
level of concentration for the top 10 states,
which added Arizona, Michigan,
Minnesota, Wisconsin, and New York to
the top five states, was 86% of total gaming revenue.
Gaming revenue also continued to be
highly concentrated among a small
percentage of Indian gaming facilities. In
2012, the top 6% of all Indian gaming
facilities, which each generated $250
million or more, accounted for approximately 39% of total gaming revenue at all
Indian gaming facilities. And while the top
31% of gaming facilities, which each
generated $50 million or more, accounted
for about 85% of nationwide gaming
revenue, the bottom 33% of gaming facilities, which each generated $10 million
or less, accounted for only 2% of nationwide gaming revenue.
There was also a wide disparity in
performance across the classes of Indian
gaming in 2012. The 24 Indian gaming
states with at least some Class III gaming
(i.e., Las Vegas style gaming) generated
98% of total gaming revenue for Indian
gaming, while the four states with only
Class II gaming, which includes bingo and
games similar to bingo, including electronic bingo machines, generated only 2%
of total gaming revenue. However, while
Class II gaming was a small portion of
nationwide Indian gaming, it grew much
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faster than Class III gaming. Class II only
states as a group grew 10% in 2012. This
was more than five times that of the states
with at least some Class III, which only
grew 2%.

FUTURE OUTLOOK OF INDIAN GAMING

While the growth of Indian gaming in
2012 was only modest, below historical
growth rates, and slower than other casino
gaming segments, there is good potential
for stronger growth in the future. As the
economy continues to improve over time,
it will further bring back disposable
income, consumer confidence, and spending on casino gambling. In anticipation
of this and in order to maintain and grow
their markets, many Native American
tribes have been investing in their gaming
operations by remodeling, upgrading,
expanding, and replacing facilities.
Numerous tribes also have plans to
develop new facilities. One particularly
controversial avenue for opening new
Indian gaming facilities has been to
acquire land-into-trust for gaming purposes. While some tribes have been able
to open new gaming facilities in this way, it
can be a lengthy, costly, and contentious

process, with no guarantee of success.
From 1988 through January 2014, the
Bureau of Indian Affairs (BIA) approved
62 applications for land-into-trust for
gaming purposes, including 15 for offreservation casinos.1 This equates to an
average of about 2.4 BIA approvals per
year.2 However, it is noted that land-intotrust applications have been more
frequently approved in recent years under
President Obama’s administration (3.8
approvals per year under Obama vs. 2.2
approvals per year not under Obama).
As of January 2014, there are 20
applications for land-into-trust for gaming
purposes pending before the BIA, eight of
which are for off-reservation casinos. ♣
1
The counts include: four off-reservation casino
applications that did not receive concurrence by the
governor of the respective state; one off-reservation
casino application that was withdrawn by the tribe
before the governor of the state could act on it; and
one off-reservation casino application that is currently waiting for the governor of the state to make
his decision.

Excluding the six instances where land was not
ultimately taken into trust (see footnote 1), there has
been an average of 2.2 BIA approvals per year.
2

