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DR. SHOSKY: Thank you, Madam Chair. This is a chapter
that is, sort of has its own little structural difficulties,
because | think maybe the chapter title is a bit m sl eading.

W are actually dealing with two |arge categories of
issues in this chapter. One, economic, the other is social
costs. And in terns of econom c, what we are doing is |ooking at
positive/ negative econom c aspects of ganbling and the expansion
of ganbli ng. and, again, with social costs, the sane thing,
posi tive and negati ve.

And so this is a place where issues about economc
grow h, job creation, inpact in the community, famly disruption,
bankruptcy, suicide, even credit issues have been |unped into
this particular chapter.

| have been thinking, I'mnot sure I'min a position to
say this, but | have been thinking, as | have been working on it,
that it mght not be a bad idea to break themin two, and create
two chapters out of this instead of one.

But if we do keep it as one chapter, we mght want to
consider it titling it sonething different.

The information, of course, that we have been getting
from our contractors has sone applicability here, but basically
the way we have been able to determ ne nost of the information we
plan to include, is through studies that have al ready been done,
and through a review of literature, as well as the testinony that

we have received in front of the Comm ssion.

CHAI R JAMES: Thank you. I’m going to ask if Dick
woul d open up our area of discussion. In this area he is our
resident expert in these matters. What would you like to see

that chapter focus on?
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COWM SSI ONER LEONE: I think that the chapter has to,

al though | have been adnoni shed by Comm ssioner MCarthy not to
speak again today, |’'masking for special dispensation from--

COW SSI ONER MCCARTHY: That was respecting your
sel f - excl usi onary phase.

COW SSI ONER  LEONE: | think we mght want to do
sonmething a little unusual, and at the beginning of this chapter
tal k about what a true accounting would be of costs and benefits
to the ganbling communities, the states, and to the nation.

And discuss quite frankly our imtations of being able
to do anything of that type for a variety of reasons. Sone of
t he reasons we have tal ked a | ot about, sone of the other reasons
have nothing to do with ganbling, they have to do wi th consuner
expenditures, generally, and particularly in entertai nnent, where
the substitution effect is very inportant, but people are not
very good at neasuring it, so that it is not at all clear.

And | woul d be happy to help, substantially, with this
section. | think if anything bothers nme about this is the inpact
di scussi ons, and papers, and other things, it is the claimthat
t hey sonehow reveal the truth. Wen we know that we can't
measure sone of these things very well, at all, in particular we
can only nmeasure bits and pieces of it.

And | also think that right up front in the chapter we
shoul d make clear that there are many things we can’t quantify.
O even, and | don’t sinply nean that saying the cost of divorce
Is the price of a lawer, which is a ludicrous statenent, but
that even if one could calculate the consequences in terns of
singl e parent households, and different econom c circunstances,

one still couldn’t quantify that.
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And that this Commission, |I'm sure, wouldn't want to
claimthat if we could count all these things correctly we would
have, in fact, on sone scale of whether to do sonething or not,
do sonething, have summarized all the argunents, because there
are just many things that are unquantifiable.

Economi cs is an anoral way of |ooking at the world. It
counts a bullet the sane as a piece of chalk. And we shoul d
never forget that. So even if we could count the price of every
pi ece, and figure out the cost, we still would not have cone to a
concl usi on about this.

So | think that is the first thing. The second thing
I's, as you know, as the Commi ssioners know | have great problens
with the Rose paper, and | would not rely on it very much in
this. ["m not attacking the author, | think it reflects the
| arger problem of what is out there.

Now, having said all that, | think we can draw a
distinction between fornms of ganbling that have nore pluses than
ot hers, because it is sonewhat easier to neasure sone of the
pluses, it is hard to neasure the m nuses.

And, obviously, the ganbling that produces jobs, and
i ncome, and other activities, and econom c devel opnent in places
like Indian reservations in the mddle of the desert in Nevada,
or in poor counties in Mssissippi, has a greater claim to
exceptionalism in terns of its econom c devel opnent.

Even in those places | would argue it is not easy to
measure the other side of the equation. W have had plenty of
people cone and testify before us I'mon welfare because | can’'t
handl e ganbling, I'moff welfare because | got a job at the new

casi no.
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I mean, no humans can balance those things, | don't
think we should try to in this particular forum And that is why
| have also circulated ny view that we should be very nodest
about what we can say in this chapter.

There is a lack of know edge, the lack of ability to
get the nunbers right, even if we got the nunbers right we
woul dn’ t be counting everything. But | do think we can say sone
things that are different from others.

I think we should be explicit about the lotteries not
serving any particular economc function that | can see. They
are sinply a clever way to raise noney for states, and turn sone
noney around. And they probably, on the margins, keep this
conveni ence store, or that convenience store in operation, so do
the other conveni ence ganbling. But in a strict sense nobody
would claim that was sone positive economc effect. And t hey
clearly don't result in any net new revenues.

Every time people look at that, they can’t find any
evi dence of that. Money is fungible, I|ike nobst dedicated
capitalists, there are pretexts.

So | think we can talk about that, and | think we can
al so say what we know from the research we did on conmunities,
t hose case studies.

My bottom |line, Kay, we are not going to add much to
that. This is one where we are not adding nuch to what people
knew before this Comm ssion existed. |In fact, | would argue that
the biggest position we can make is to forcibly bring honme to
peopl e that they didn’'t know as much as they think they do before
we net, | nean, found out how little we all know.

CHAI R JANES: G her comment s?
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COWM SSI ONER DOBSON: The only area of recommendation

that I would nmake on this one has to do with the bankruptcy. |Is
it feasible, Richard, is it doable for bankruptcy courts to
institute a system of collection on the data and information

rel ated to bankruptcy?

COW SSI ONER LEONE: That is an interesting -- | don't
see why not. It seens to ne that it would not be inpossible for
people who file for bankruptcy to have to fill out a form I
wouldn’t limt it to this. That would give you interesting
information. | don’t know how good it woul d be.

COW SSI ONER Bl BLE: And | haven't |ooked at it
recently, but | think people get disclosure docunents that you

make when you file there is certainly a listing of all your
creditors, and things of that nature. There is quite a bit of
information in those docunents.

COW SSI ONER LEONE: People who file for bankruptcy,
you know, typical individual, snmall person, tends to be sonebody
who is heavily involved in what in the finance world are called
PMC credit activities. In other words they will have already
gotten down to where they get tired of paying an outrageous
interest rates to keep the car, or a second nortgage that has
gone to other things.

And | don't see why the -- | nean, whatever behavior
drives them to that mght be sonething that at that point they
would talk about. And I think it wouldn't, obviously, turn out
to be | was drinking, using drugs, ganbling, and other things.
But | don’t see why that wouldn’t be a good idea. Again, that is

sonmet hing states could do, it is not conplicated.
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COW SSI ONER BIBLE: Well, that data is all collected

at the federal |evel, because it is a federal activity in terns
of the bankruptcy court.

CHAI R JAMES: But would the questions that are
currently asked get at what we are --

COW SSIONER BIBLE: Well, I'mtrying to remenber what
Is collected in terns of those petitions when they are fil ed.

CHAI R JAMES: Because it would be creditors and

COW SSI ONER Bl BLE: Creditors and things of that
nature. And you may not |ist how you --

CHAI R JAMES: Ri ght.

COW SSI ONER MOORE: | think that they say, | think the
principal reason for bankruptcy, ask the question did the
bankruptcy, nost of them will file personal bankruptcy will be
al ong what R chard is tal king about, but then they cone al ong and
they all think about it, and you would be surprised at the nunber
that is because of doctor and hospital bills.

COW SSI ONER Bl BLE: well, the lawer may ask his
client, but it may not get transferred into the --

COWM SSI ONER MOORE: Right it may not.

COW SSI ONER LEONE:  Over-sinplifi ed.

DR. SHOSKY: Madam Chair, there is sonebody in the
audi ence from Treasury that could answer that question, they have
been working on that very issue.

CHAIR JAMES: Do you want to conme over to the mke? W
are a friendly bunch, don't worry.

M5. DELVINIO H . I’'mLinda Delvinio, I'mthe deputy
assi stant secretary of the Treasury for economc policy. M team
has been working on the ganbling and bankruptcy study but we have

not conpleted it at this tine.
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The, | guess the question was, in ternms of disclosures
on bankruptcy disclosures --

COW SSI ONER BIBLE: On the filing docunents.

M5. DELVIN O The filing docunents. At this point
there is no question that asks, specifically, a Ilisting of
ganbling as a part of the different disclosure pieces.

Now, it is very difficult to get at, as you all have
already said, because it could be wunsecured debt that has
I ncreased, and that may have increased because of ganbling, so

therefore borrowng was included, or even second nortgages,

etcetera.

But the specificity of ganbling in the disclosure
docunents, at least at this point to my know edge, | have not
seen that.

COVMM SSI ONER DOBSON: Is this the study that was done
by congressional fiat?

MS. DELVINIO  Yes.

COW SSI ONER DOBSON: About two years ago? \Wien wl|
your report be out?

M5. DELVINIO. W are anticipating that the report wll
be concl uded at the begi nning of My.

COMM SSI ONER  DOBSON: Do you have any prelimnary
I nformation for us?

M5. DELVINIO. Not today, no, sir.

CHAI R JAMES: Any announcenents you want to nake?

MS. DELVINIO  No.

COW SSI ONER BI BLE: But you have all the information

that this Comm ssion collected for your departnent?
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M5. DELVINNG  Yes, we have worked with the NORC data
base, including adult information, community data base, as wel
as tinme series analysis and data bases that we coll ected.

COW SSI ONER Bl BLE: And that information wll be
available in early May?

MS. DELVINIO  Yes.

COW SSI ONER BI BLE:  Good.

DR. KELLY: And if | could just recognize the role that
Treasury played, | want to publicly thank you for the role you
played in supporting our research on this very issue. They
contributed significantly to our work.

CHAI R JAMES: Thank you.

COWMM SSI ONER DOBSON:  Is it your inpression that --

COW SSI ONER MCCARTHY: Early May, early May.

COWM SSI ONER DOBSON:  |1'd like her to hear ny question.
This is a different question, Leo, you junped to a concl usion.

Is it your inpression that the recommendati on you j ust
heard here is not necessary because of the federal initiative
that we tal ked about? 1Is it still, in your view, would it still
be helpful for states to collect these kinds of data on
bankr upt cy?

M5. DELVIN O These kinds of data, | think that is
within the purview of the type of research that you all wll be
wanting to reconmend.

COW SSI ONER BI BLE: | think it is a broader question
and the question is, in the filing docunents that are submtted
to the federal court, would you get neaningful data if you had
some sort of an enuneration as to the causes of the bankruptcy
filing, whether it be a failed business, nedical bills, gam ng,

you know, a whole variety of sources.
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Wul d that information be a problemto collect? And if
you did collect it, would it have sone utility? | believe that
was your question.

COVM SSI ONER DOBSON:  That is it.

M5. DELVINNO At this point we haven't |ooked at that
I ssue conpletely because we haven’'t finished our study, and
whet her that is going to be part of our recommendati ons or not, |
can't really say at this point.

COWM SSI ONER DOBSON:  And your four | argest concl usions
are?

(CGeneral | aughter.)

CHAIR JAMES: John?

COW SSI ONER W LHELM | don’'t know if you were here
earlier when we were having a discussion about the extension of
casino credit. But to the extent that a bankrupt person’s debt
problens are related to the extension of casino credit, which is
not the same thing as ganbling, would that show up on these
fornms, that is if the casino were a creditor?

M5. DELVINIG | would have to look into that. | would
assune that it is part of the listing of creditors that were
owed, | suspect it would. But that is not ny inmediate reaction
right now, I would have to |look into that.

COW SSI ONER W LHELM s your study addressing that
guestion? That is, to what extent do casinos or other ganbling
I nstitutions appear as creditors?

M5. DELVINIO W are |ooking at all aspects.

COW SSI ONER BIBLE: We will see that in My.

CHAIR JAMES: Thank you. Any other coments,

directions to staff, on econom c devel opnent ?
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COW SSI ONER W LHELM Yes, | would like to react to
Ri chard’ s coments. I would agree with Richard s comments in
full, 1 think, if the question we were talking about was the
econom c inpact of gam ng on the national econony. | don't have

any question that nothing definitively can be said about that.

But | differ, based on the record before this
Comm ssion, with the notion that nothing definitive can be said
about the econom c inpact of gamng in particular communities.

| think there is a clear nmessage in the record before
us, both in the research, and in the testinony, that does not
permt us to say in definitive, quantitative terns, precisely
what the economic inpact on comunities is on sone Kkind of
gam ng.

And the reason that we <can't say it 1in precise
quantitative terns is because of the inability, thus far, to
quantitatively depict the costs of the negatives associated with
ganbling, the social costs, or whatever term you want to use for
t hat .

But | feel it would be a real m stake, and a di sservice
to the country to say that because we can’'t arrive at a definite
gquantitative nunmber for the economic inpact of certain kinds of
gam ng on at |east sonme kinds of communities, therefore we should
say we don’t know. | think the record doesn’t support that.

On the research side the NORC study says that there was
an identifiable decrease on welfare, and unenpl oynent, and ot her
ki nds of dependencies like that in comunities which introduced
casino gamng, and that is true even though, as best | can figure
out from the interesting technique that NORC has to respond to
questions that they don't |ike, as best | can figure out, alnost

all of the communities they | ooked at, that had introduced gam ng
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in the tine frane they were |ooking at, in the data base, has
non- uni on establishnents.

And despite of that, all of these things went down.
The National Research Council has a nunber of pages in a chapter
about economc inpact, which basically say what Ri chard just
said, essentially that who knows.

But even that organization says that there is clear
evidence that in economcally depressed conmmunities, that
ganbling has a net positive econom c benefit.

So | think the research <clearly leads in that
direction, at least wth respect to economcally depressed
comunities. And then if you add to that the nountains of
testinony that we had from workers, from mayors, from comunity
| eaders, and all kinds of people, |I think to ignore all of that
and say, well gee, who knows, because we can’'t put a specific
nunber on it, is a little bit like saying, there is a forest, it
has trees in it, but we are not going to admt the trees because
we can’t count themall.

Now, again, | agree that we can’'t asses the econonic
I mpact of ganbling on a national basis. And | agree that we
can’t put a specific nunber on the econom c inpact of ganbling on
depressed conmuni ti es.

But I do not agree, | enphatically do not agree, that
it follows fromthat, that therefore we can't really say anything
about this. And | think that would be contrary to the record if
we were to reach that kind of conclusion

Il would just, in passing John, point out that in
nunbered paragraph 1 of your outline, when you talked about
depressed communities, you should have included, | think, Indian

reservations, or sonme Indian reservations at any rate.
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COWM SSI ONER LEONE: Let nme expound in tw ways to
that, John. | did nention, when | tal ked about ganbling that it
Is obvious that in particular places, particularly places that
are economcally distressed, and that have ganbling when their
nei ghbors do not have ganbling, in other words have an exception
which allows them to have ganbling, and draw on a broader
mar ket pl ace, crucial if they draw on a broader marketpl ace, that
there is positive econom c devel opnent.

But | just ask you to think what an experinent would
be, suppose every community had ganbling around these distressed
communities, or that it becane a very different proposition to
draw from a broader marketplace. W would assune, let’s say the
benefits were still positive. | think you would agree with ne
they aren’t going to be as positive.

And the reason they are not as positive is one begins
to, one has to face the fact that the benefits are being drawn in
from a larger comunity. Therefore one wants to get the net
costs and benefits, not to the Pequat nation, not even to
Connecticut, but nmaybe to the northeast, and not just to Las
Vegas, or Nevada, but maybe to the nation, or even the world, and
tally up the pluses and the m nuses.

I|"msinply saying that it does not at all appear to ne
I f we know whether that nunmber would be a positive nunber or a
negative nunber. | have no doubt that it is a positive nunber in
Las Vegas, or in the Foxwoods nei ghborhood, or in Pascagoul a, or
in Atlantic Cty, although there are people who disagree wth
t hat about Atlantic Cty.

|"m just saying that we are a national Conm ssion, and
| think we should say that this has proven to be a powerful

econom c engine. | would argue, particularly, on certain Indian
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| ands, where it has nmade -- it is quite obvious, but also in
ot her parts of the country.

But as a Conm ssion, a national Conmm ssion, the charge
Is to |l ook at this in a broader context, we can't conclude
anything, particularly, about whether the costs, which are borne
by a much broader part of society, and are nuch harder to get at,
how nmuch they subtract to the benefits.

Nobody woul d argue, the nost avid advocate of ganbling
woul d not argue that there are no costs. And so the question is,
how big are the costs? Al |I'’m saying is we can’'t neasure the
costs, therefore we can’'t do a cost benefit analysis.

| mean, we could do a cost benefit analysis if we |ook
at it closely enough. If we |ook at, you know, and we should
acknow edge that, we should say that it has been a powerful --
and | don’t think, of course that should be in here.

But | think we also then have to acknow edge that there
I's sone evidence that it can be quite costly on the other side,
and we don’t -- we have a harder tinme getting at those nunbers,
that is all.

COW SSI ONER W LHELM  Well, as long as we put both of
those concepts in there, | certainly agree with you. | nean, as
you know Richard, we don’t run our econony in this country, based
on deci ding what is good nationally.

| nean, that is why states and cities get into these
I ncredi ble conpetitions for who gets the Mercedes plant. Now,
peopl e can criticize, you know, the state of Al abama for whatever
package it came up with for the Mercedes plant was, but the fact
I's they made the judgenent, and it was worthwhile.

And | think if you go to the area of Al abama where the

Mercedes plant is, you mght agree with that.
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Now, we don’t cal culate the national cost of car wecks
when we talk about, you know, whether an autonobile plant is a
good thing for a particular community, or a particular state.
But as long as we have both of those concepts in there, then I
don’t disagree with you.

COMM SSI ONER  LEONE: No, | agree. And, you know,
remenber in all of these, the state subsidy exanple, or the state
i censing exanple, we went to a different area where we are not
really letting the market call the shots.

When sonebody builds a private sector plant, we don't
-- we figure the market wll sort out whether this has a positive
return or not. If there is an open conpetitive environment, if
sonebody can do it nore efficiently in another town, or in
anot her state, we let all that work out.

When the Government intervenes to provide a subsidy we
bel i eve there ought to be a good reason. It is national defense,
and we woul dn’t get enough national defense if we didn't put up

t he noney, and underwite it, or sonething.

O we want to develop Atlantic Cty, so we wll give
them special rights. And that wll -- | nean, or we want to get
this auto plant, so we wll let this -- this plant won't pay

taxes, and all the other plants in town are paying.

CHAI R JAMES: | hear nuances, |’m not sure | hear a
great deal of difference.

COW SSI ONER  LEONE: Yes, | don’t think there is a
great deal of difference.

CHAIR JAMES: Anything else on this particular area?

(No response.)
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1 CHAIR JAMES: It is 6 after 3, why don't we break until
2 3:15 and cone back and wap up those last two issues, crinme and

3 conveni ence ganbli ng.



