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Myths About Deadwood Gaming

And Historic Preservation
THE MYTH:
Deadwood is not spending historic preservation funds properly.

THE REALITY:  Deadwood has received national recognition for its historic preservation program.  Unlike some western towns that placed false western façades on large new casino buildings, Deadwood’s historic preservation is the real thing.  Hundreds of historic structures have been restored and preserved.

Funds spent by Deadwood on historic preservation and related activities have met the U.S. Department of Interior’s guidelines, the most strict historic preservation guidelines in the nation.  The State Historic Preservation Office has reviewed Deadwood’s annual budgets beforehand.  Deadwood’s historic preservation programs are audited yearly by the State of South Dakota and have been found to be in compliance.  

State law wisely directs that the term “historic preservation” should be “liberally interpreted.”  The reason is that historic preservation involves much more than simply restoring bricks and mortar.  The site must be marketed in order to keep generating money.  The site must be protected from fire, from crowds, and from bulldozers.  The site’s story must be explained to visitors in a variety of ways, so that people understand its meaning.

Deadwood has also used historic preservation funds to undertake extensive archeological investigation in order to better understand the early history of the town.  For the past two years these archeological investigations have concentrated on the old Chinatown/Badlands area of Deadwood and have generated substantial new information about our early history.

This big picture approach is not unique to Deadwood.  It is the same approach taken by virtually every other major historic destination in the U.S. and many around the globe.  It is the result of generations of experience trying to make a very expensive proposition, historic preservation of public and private property, financially viable for the long term.

 THE MYTH:
Deadwood improperly diverts money to pay routine city expenses.

THE REALITY: It is true that Deadwood uses historic preservation funds to pay part of the cost of city government, providing impact funds to all city departments.  The purpose is to reimburse the city for costs that are directly attributable to historic preservation and visitor management.  A few examples:

· Fire is the chief threat to historic buildings.  Because of its historical buildings and heavy visitation, Deadwood must follow a tougher set of life safety standards than other cities of comparable size.  For that reason, Deadwood has found it necessary to have one full time employee in its fire department (the fire chief is a volunteer elected by the fire dept. volunteers.)  By comparison, Beresford, Lemmon, Miller, Lennox and Deadwood each have a population of about 1800.  In Deadwood the fire department budget for operation of the department is $190,000 for the year 2003 compared to the above cities where the cost is approximately $30,000 per year.  In 2003 historic preservation will contribute $134,000 of the budget.  

· Deadwood must manage more than a million visitors a year.  Its police budget in 2003 is $560,000 and historic preservation will contribute $264,000.  In other cities the size of Deadwood police budgets range from $100,000 to $300,000 per year.

· The City of Deadwood owns and operates Mt. Moriah Cemetery.  It is not an active cemetery, since people are no longer being buried there.  It is, however, a site of national historic significance, so historic preservation funds are directed to the city only to restore the cemetery.  Operation and maintenance of the cemetery is not funded by historic preservation. 

· Millions of visitors place huge demand on the city’s infrastructure for water, parking, street maintenance, sanitation, and more. In order to adequately serve both residents and visitors it is necessary to provide impact funds to all city departments in order to compensate them for additional staff and duties related to visitor management and historic preservation.  Impact funds are calculated using formulas reviewed by the State Historic Historical Society Board of Trustees.  

Altogether the City of Deadwood is budgeted to receive $1,457,000 in impact funding for 2003 to handle these extra costs, plus payment on bonds that were issued by the City to take advantage of its tax exempt borrowing ability to fund such major projects as the historic restoration of Main Street, to provide parking so that historic buildings do not have to be torn down to make room for cars, and to help restore public and privately owned buildings.

These expenditures are reviewed annually by the State Historical Society Board of Trustees, are subject to oversight by the Legislature and are audited annually by the South Dakota Department of Legislative Audit. 

THE MYTH:
Gaming – rather than historic preservation – causes the visitor impact.

THE REALITY:  The relationship between gaming and historic preservation is not only a practical matter of economics, it was also embedded in the State Constitution by a vote of the people when they approved a Constitutional amendment that specified that the “entire net municipal proceeds of gaming shall be devoted to historic restoration and preservation of Deadwood.”

Without gaming, there would be little non-federal funding for historic preservation in Deadwood or the rest of South Dakota.  The more successful gaming is, the more money Deadwood has for historic preservation and the more money it has to share with other locales in South Dakota under the various formulas enacted by the Legislature.  Moreover, gaming IS part of Deadwood’s history.  Wild Bill Hickok was shot while gambling and various forms of gaming have been part of the fabric of Deadwood history since 1876.  Deadwood was recognized as an entertainment center for much of its history and continues that tradition today.  

THE MYTH:
Deadwood’s marketing expenditures are improper.

THE REALITY: At Deadwood, as well as other major historic sites around the nation, marketing has long been recognized as a legitimate expenditure because it brings visitors and that is what generates revenue. All spending was reviewed by proper authorities, has been consistent with state law and national historic preservation guidelines, and has been audited annually.  

For every $1 of historic preservation funds spent for marketing, the gaming industry spends $7.14.

According to the most recent figures published by the SD Gaming Commission, the gaming industry spent $4,035,000 on marketing and advertising last year.  In addition, the industry spent an additional $590,000 on marketing by taxing itself in a Business Improvement District to fund a citywide marketing program.  Historic preservation will contribute $675,000 to that effort in 2002, or $1 for every $7.14 that the industry spends. 

To put that in perspective in another way, for every $1 of tax money that Deadwood spends marketing itself, it sends $2.50 to the State Tourism fund. In 2002 almost $2,000,000 of Deadwood gaming funds went to the South Dakota Department of Tourism, which is approximately 1/3 of their yearly budget.

THE MYTH:
Deadwood has run out of legitimate historic preservation projects.

THE REALITY:  Nothing could be further from the truth.  

· Historic preservation is an expensive, ongoing process.  It is a constant battle against age, weather, threats like fire, and the wear and tear imposed by visitors.  Historic preservation involves not just rehabilitation and restoration but continued maintenance and upkeep. 

· While hundreds of buildings have been restored or at least have received some protection from the ravages of time, the job is far from complete.  Numerous historic properties need attention, including major, visible undertakings such as the Slime Plant, the Martin Mason building and the Pineview in downtown Deadwood.

· In a very real sense, physical restoration is the easy part of the job.  For hundreds of restored historic buildings, Deadwood must now find and retain economically viable uses, or they will slip back into decline.

· Although Deadwood has done a great deal to restore its historic downtown core, the gateways and entrance vistas to the city do not present a good impression and will be undergoing needed rehabilitation.  This includes the placement of utility lines underground in order to reduce their visual impact on historic buildings. 

· The most frequent request by visitors’ to Deadwood is a desire to see “old Deadwood”. In order to enhance the visitor experience and better present the history of Deadwood there is a need to provide a better interpretation of all eras of Deadwood history.

· As visitation continues to grow (and benefit all of South Dakota in the process), Deadwood’s infrastructure and operations must keep pace.

· Some historic preservation projects simply will never break even or make money, but are historically significant enough to justify continued investment.  The Adams House is a good example.  It is not ever likely to generate enough revenue from visitors to offset the costs of operation, restoration and upkeep, yet it is a priceless historic asset.

· Millions upon millions of dollars worth of brick and mortar work remains undone.  These projects include restoration of the Homestake Slime Plant, acquisition and restoration of numerous empty buildings such as the Pineview, assisting the restoration of the second and third stories of downtown buildings, and other public facilities.  Except for the Slime Plant, major projects in the downtown core area have been completed, but much work remains in other neighborhoods.

· There are significant historic retaining walls that must be restored or repaired both to protect the safety of visitors and residents and to preserve the historic appearance of the city. There are literally miles of retaining walls in Deadwood on public and private property.  These walls are made of rock and much of it needs to be replaced.  In any other city, old rock walls would be replaced with interlocking cement blocks.  In Deadwood, rock walls must be rebuilt by hand, a time-consuming, painstaking, labor-intensive process that is far more expensive but absolutely mandatory to preserving the historic integrity of the community.

· The job of interpreting Deadwood’s history to visitors has really only just begun.  There is much more to be done in terms of such things as museum collections, displays, walking tours, videos, and literature to bring Deadwood’s history alive for visitors. There is a need to make the Days of ’76 museum more accessible along with the Clowser collection and the Sogge collection.

· The entire City of Deadwood is a National Historic Landmark.  The more thorough its restoration, the more significant it becomes as an historic destination.

THE MYTH:
Citizens of Deadwood enjoy a tax windfall.

THE REALITY:  This would be welcome news if only it were true.  The truth is that the City’s property tax base did increase, but so did its expenses.  

Excluding historic preservation funds, the city budget increased from approximately $1.4 million before gaming to $10.2 million in 2003.

In 1989, the year prior to gaming, assessed valuation of property in Deadwood stood at 43% of full and true value and totaled $28 million.  Following a reappraisal to 85% of full and true value and the arrival of gaming, in 2002 assessed valuation stood at $106 million, but a portion of that gain must be attributed to reassessment rather than gaming property.

The property tax for municipal government more than doubled, from $319,933 in 1989 to $690,084 in 2002.  

The Lead-Deadwood School District has only recently started to receive minimal state aid to education, due to the historic role of Homestake in the local economy.  Local property taxes pay almost the entire cost of the schools, except for federal grant money of the kind of districts of this size typically receive.   

THE MYTH:
Deadwood gaming establishments are making a fortune.

THE REALITY:  Operating costs for Deadwood gaming establishments continue to rise driven by increased visitation. The Deadwood gaming tax is based on gross receipts and “comes off the top” with no adjustment for increased operating costs.

The visitor and gaming industry in Deadwood is subject to a variety of forces outside of its control.  Forest fires, lack of snow, highway construction, new or rejuvenated competition and the state of the national and local economies can all have significant impacts on the visitor industry in Deadwood.  Visitors come to Deadwood because it is historic and because they can immerse themselves in western history.  Gaming is available in many venues across the country so much of the attraction of Deadwood is the history and culture available to visitors.  History attracts visitors and gaming supports history.   

