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CHAI RPERSON JANMES: Having said that, 1'd like to
open it wup for Conmm ssioners, any questions? Conmm ssi oner
Dobson.

DR. DOBSON: M. Feldman, as we all know in the
'60's, '70's and '80's representatives of the tobacco industries,
the executives, cane before comm ssions like this and certainly
the congressional subcommttees and were asked questions about
the addictive nature of their product and they I|ied. W now
know that there are studies that were nade that are in the
records that contradict what they said because they consistently
said that there was not an addictive conponent and if there were
they were not aware of it, and the |awsuits that have ensued are
based on that deception.

May | ask you as a representative of Mrage and what
you know about other casino operations here, if there have been
research projects by those organizations conducted to confirm
that your product, ganbling, is addictive and if so, are there
studies to indicate which nmachines are nore addictive than others
and what else is known about that aspect of hunman behavi or by
casi nos.

MR. FELDVAN: | believe, Doctor Dobson, you've heard
from the finest experts in the country on that topic, Howard
Schaffer being one of the best. | also think that the
correlation or the attenpted correlation between ganbling and
tobacco is an apples and oranges situation. | think it's a nuch
nore accurate depiction to take a | ook at ganbling and al cohol
and | believe that Doctor Schaffer's work has shown that.
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In the case of tobacco addiction, 97 percent or
what ever the actual nunber may be but it's in that area, of
peopl e who use the product are addicted to it. In the case of
ganbling, the overwhelmng najority of people who participate in
the product are not addicted to it. It is much nore simlar to
al cohol . We have an addictive situation, which would appear to
be much nore like alcohol. Many, many people drink and very few
of them get addicted. Many, many people cone to casinos and
enjoy gamng and a few of them are addicted and we should
approach it fromthat point of view

As to the specifics of which games may be nore or
| ess, quote, unquote, "addictive," |I'm not aware of studies that
have been done yet to that effect but | think it's certainly one
of those things that would be well worth |ooking into, whether or
not there is any correl ation.

DR. DOBSON: Wth respect to your answer about Doct or
Schaffer, that's the academ c comunity. I"'mreally interested
in what the casinos know, what they have studied about such
things as the so-called near mss and other ganes that we just
heard about that tend to pull people in and get them hooked nore
easily on --

MR. FELDMVAN: But with respect -- we funded Doctor
Schaffer's study. So although he is independent and did his
study independently, we funded that study. And as to the notion
of the research done on ganmes, the research done on ganmes has to
do with play characteristics and custoner response. It has
nothing to do with their personal |ives. There was never any

NEAL R. GROSS

COURT REPORTERS AND TRANSCRIBERS

1323 RHODE ISLAND AVE., N.W.
(9ND\ 224_1422 WAQHINRTAN N~ 2NNNR-27N1T  wasnar nan Irnrnce ~n m



10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28

Novenber 11, 1998 N G 1.S.C Las Vegas Meeting 118
correlation or study done of their personal lives vis-a-vis how
t hey pl ayed t he machi ne.

DR. DOBSON: One last question and I'll yield to ny
fell ow conm ssioners; and this is a tough question but sonebody
ought to ask it. |'massum ng that others have thought of it and
we have not addressed it to anybody yet. But if there were a
state in the United States where it was known that a series of
di seases were nore characteristic of that area than anywhere
el se; cancer, tuberculosis, other such things, epidemologists
woul d be all over that state trying to figure out why.

The research that |1've seen shows that in Nevada, you
have the nunber one rate of suicide in the country, nunber one
rate of divorce in the country, the nunber one rate of hom cides
agai nst wonen in the country, the nunber three rate of abortion
in the country, the nunmber four rate of rapes in the country and
10 percent of all Southern Nevadans are al coholics. Now, where
you have those kinds of findings, you can quibble or quarrel with
a particular statistic but you see a pattern there.

Wat is the official response of the ganbling
industry to those social problens associated particularly wth
this state, nunmber one, out of 50 states? That seens damming to
ne.

MR. FELDVAN. | read your colleague's piece today in
the Atlantic Cty Press which detailed all of that and | don't
think we have the tinme here for us to get into the debate because
obviously we have a different perspective on a lot of the
statistics that are cited there. W have, as a comunity, many
social problenms. | cone from Los Angel es, where there were many
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soci al probl ens. I know you live in Colorado Springs where |
have fam |y and friends and there are social problens.

These problens seemto exist throughout society and |
-- again, wthout getting into the specific debate about the
issues you raised in terms of how these statistics are used
because | think that they are being grossly msused here. I
think that we need to take a look at the problens that are
specific to our community and one of them happens to be the high
school truancy rate. The high school dropout rate here does seem
to have a correlation to our industry.

W have a |ot of jobs that do not require high school
degrees, do not require specific experience and they becone very
enticing particularly when young people have financial need. So
our conpany has responded to that by inplenmenting a GED program
on -- for all of our enployees to try and encourage them to get
their high school diplonsas. W have a very aggressive
schol arship programto try and encoura<A our enployees and their
children to go onto college. W've taken a look at that
situation and dealt with it head on.

| take exception to nmuch of the other things you said
as even being accurate but | don't know that we have tinme to

engage in that debate fully.

DR.  DOBSON: I won't press it further other than to
say that we have tinme, | have tine. I would like to have your
answer to that question on a personal basis if you'd be willing

to give it to ne.
MR. FELDVAN. Happy to do so, |I'd be happy to do so.

DR. DOBSON: Thank you.
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CHAI RPERSON JAMES: | would ask you to submt that to
the Commssion and | will make sure that it circulates to all
conm ssioners. Conm ssi oner Leone.

MR.  LEONE: I have a question for Doctor Loveman.
And recognizing that the custoners you have information on who
becone part of your focus marketing strategy are not -- |'m not
assumng that they're representative of ganblers in general in
the country. | see fromsone of this information people who cone
to Las Vegas are above average in incone. So |I'm putting aside
the question of convenience stores and lotteries, but this is
still a significant population that you and | presune that other
| arge casinos have data on and develop it and it evolves over
time.

And | have a couple of questions about it. Agai n,
reference has been made in the panel that we don't have other
soci oeconom ¢ i nformati on about people and we only see a third or
sonmething of their ganbling. But still you nust have a keen
interest in their creditworthiness and there nmust be sone process
by which you stop nmarketing to people who are going to default or
who are going to run up noney. And | just wonder how that --
what you know about that and how that works and whether there's a
cutoff point or whether there's a change in the strategy. I
think that's inportant for some of the things we're trying to get
at, to wunderstand what actually happens with this group of
identified people, you know, with all the caveats about who they
are and who they aren't.

DR. LOVENVAN: Well, | appreciate you asking the
question because | think it's -- the data are neaningful and
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illustrative. W do not market the provision of credit. It is
available at our casinos. It is inconsequential to our
profitability. W nmake it available as a service to custoners
upon demand. Last year 50,000 custoners at Harrah's out of a
total as | indicated to you, in excess of two mllion people,
requested credit. Qur default rate on credit was 1.1 percent of

out st andi ngs, which was roughly one-sixth of the default rate of
nmost commercial credit providers |ike G tiBank, MBA or Bank One.

It's a very snmall percent. W are very conservative
| enders for anong other reasons we don't believe that we're all
that good at it. So we make very conservative extensions of
credit. That credit is a little bit different than you may
imagine it to be since in nost instances what we are doing is
asking the custoner for the right to debit their checking account
in the event that they wind up | eaving the casino with | ess noney
t han brought. So it's a different vehicle than we imagine
something |ike consuner installnent credit to be. And as a
result, it turns out to not be terribly consequential.

Now, it is true, Comm ssioner, that we take the data
that cones from a credit application and we log that into our
casi no managenent systemand it would be avail able for soneone to
| ook at. It is not, however, a part of any effort that our
conpany's been involved with to target custonmers or to try to
incent them on the basis of the fact that we know them to have
been users of credit in the past. |It's considered by us to be a
transacti onal device.

MR. LEONE: But is it something that causes you to
drop custoners from your nmarketing activities?
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DR. LOVEMAN. (Oh, yes, indeed it does.

MR. LEONE: And that's because of a broader --
sonething else about their <credit picture and not just an
experi ence you had.

DR. LOVEMAN. That's right. Now, of course, when you
say drop a custoner, we mght drop that custonmer froma mailing
list. | f that custoner arrives at our casino anonynously --

MR. LEONE: No, | wunderstand the difference. I was
trying to wunderstand how marketing was related to credit
experi ence.

DR LOVEMAN. That's correct.

CHAI RPERSON JAMES:  Conmi ssi oner Bi bl e.

MR. BIBLE: M. Feldman, when you responded to Doct or
Dobson and Doctor Dobson's colleague's inquiry from-- and | did
see the piece in the Press this norning, will you take all the
various figures and adjust them for Nevada's population to
reflect visitor influx. Because |'ve been dealing with Nevada
figures for years and we have, for instance, the highest
incarceration rate of any state in the wunion but it never
reflects that fact that there's a 20 or 30 percent adjustnent
that should be made for the population and you're going to find
the sanme sort of figures for any of the crinme related or crine
statistics.

MR FELDMAN: And that was the nature of it. W have
a popul ation base, as you know here in Cark County of 1.2
mllion people. W have a visitor base of 30 mllion people.
Those statistics always include the visitors. So that they are
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skewed. They have to be readjusted down to the population in
order to understand what's really going on in the community.

MR. BIBLE: Thank you.

CHAI RPERSON JAMES:  Conmm ssi oner Moor e.

MR MOORE: |I'd like to ask M. Sklansky - -

A VO CE You want to know what he's doing this
evening, if he's going to go out on the town with you.

MR MOORE: | had the privilege, | guess, of gaining
the information of going into back room of one of the -- where
they play baccarat and 1'd like you to tell ne why anyone would
want to play baccarat.

MR. SKLANSKY: It's funny you should say that. To
save tine, | elimnated what | was going to say about baccarat
but | basically said exactly the sane thing that you did, that
it's a -- whereas the gane is, in fact, not that nuch of a
di sadvantage, | say, "To ne baccarat is a silly gane.” Those are
my first words and also it's silly because there's no skill.

It seenms a little bit immoral to bet $100, 000.00 on
the turn of the card and even though it does have only a 1.2
percent disadvantage there's now many ganmes that have better
di sadvant ages, such as the basic strategy black jack player or
the craps player who takes the odds. However, sone people |ike
t he anbi ence, some people think that they can come up with a
system I once investigated the idea that a card counter could
beat baccarat but found that the situations didn't arise often
enough and it's just for those people who like to sit back in a
pl easant environnent and bet on sonething that they don't have to
make any deci si ons on.
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| really can't understand anybody who ganbl es w t hout

trying to win like | do but it's a pleasant gane.

CHAI RPERSON  JAMES: How successful are you, M.
Skl ansky?

MR. SKLANSKY: Well, now that ny books have done very
well, I'm sem-retired from playing but there are thousands of

pr of essi onal ganblers out there who take advantage of ganes that
are beat abl e.

CHAlI RPERSON  JAMES: Ckay. Any other questions?
Conmmi ssi oner Lanni .

MR. LANNI: Just a couple of points for M. Sklansky;
one, relative to the roulette ganes and the baccarat ganes, and
just to give you sone antidotal aspects as to ny 21 years
experience in the industry is the reason we have the postings as
to the past nunbers that have cone up and if it's player or tie
or if it's a banker hand in baccarat or if it's the individua
nunber in roulette, is custoner driven, not driven by the
entities thensel ves.

Many of those games, as you know, those ganes are
pl ayed very much be international customers fromAsia, the Mddle
East and Europe. And they're used to seeing that in other
casinos around the world. So it was driven by custoner denand
not by the casinos.

MR SKLANSKY: Yes, | understand that.

MR. LANNI: We'd prefer not to have it, very frankly.

MR.  SKLANSKY: | understand that nany players have
their owmn little cards and do that same thing.

MR. LANNI: And they get tired of doing that.
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MR.  SKLANSKY: I was just making the point that if
the custoner asks the casino to have a little chart that showed
the cards that had cone out in black jack, | don't think they'd
do that.

MR, LANNI : No, no, that was the second point that
you made and | would certainly agree with you on that. The other
thing, this is to help you in you next book that you're witing,
that -- and | would like to be a co-author and share in some of
the royalties connected with it and possibly retire also, but you
should -- | think in lunping all of the properties or casinos
together and this is an answer also to one of Doctor Dobson's
guestions and that's relative to the near m ss nachines. We
didn't do any research in ny conpany on near m ss machines. | t
didn't take any research. W decided they were unfair. W don't

have themin our property any nore.

MR.  SKLANSKY: I was not speaking of near mss
machi nes. | was speaking of virtual reels.
MR, LANNI: No, | understand. This was Doctor

Dobson' s questi on.

DR. DOBSON: That was ny question.

MR, LANNI : That was his question on near mss
machi nes which wasn't answered and | wanted to say that our
conpany didn't do any research. It was pretty sinple to us that

we shoul dn't have them W don't have them
MR BIBLE: Near mss is banned in the State of
Nevada in nost jurisdictions.
MR, LANNI: Right, but before we chose not to.
You're correct.
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DR. DOBSON: I|I'msorry, | didn't hear.

MR. BIBLE: Near mss is banned in nost jurisdictions
but you may be referring -- you may be using the termincorrectly
inreferring to virtual reel technol ogy.

MR. LANNI: The other issue on the craps table again,
| think if you check a nunber of casinos including our various
casinos, we have themin Australia, South Africa and here in Las
Vegas, we took the six and the eight off of the |ayout.

MR. SKLANSKY: Good.

MR. LANNI: They don't exist. So your point is very,
very well taken there.

CHAI RPERSON JANMES: Thank you. This has been very
enl i ghtening. One other question, M. MCarthy.

MR. McCARTHY: | don't have a question but | want to

direct sonmething to Doctor Loveman and M. Feldman. And | want

to state several assunptions |I'm making before. Il will really
nmake a plea for help that |I'm not asking you to answer today
because we are going to be comng to you. First of all, | have

the inpression that your two conpanies and MaM Grand and a coupl e
of others anong all of the large casino corporations are nore
progressive and would be quicker to see the inportance of
recogni zi ng some problens which proportionately you m ght be the
cause of.

Then |1 also assume that nobst custoners are not
seriously troubled ganblers. It would not be ny first choice for
entertai nnent, although | have been known to lose 15 to $20.00 in
a nonthly poker gane. Then | heard everything you said about
securing the loyalty of custoners and why you |like many other
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busi ness sectors, would go about attenpting to do that, so with
t he possi bl e exception and this we don't have enough know edge on
yet, that certain kinds of ganes do lend thenselves to those
custoners that are seriously troubled to addictive patterns,
reserving that because we don't know enough about that yet, we're
trying to get there, | don't assune that you set out to nake
peopl e addictive to ganbling and yet, from Doctor Schaffer's
conservative nunbers, when | asked him questions, the other
menbers of this panel asked him questions, in an industry as M.
Fel dman pointed out, funded synthesis of existing surveys, the
nunber we got was approximately four and a half mllion Amrericans
are pat hol ogi cal ganbl ers.

Now, we don't know how many are problem ganblers or
bel ow that because we haven't really very well defined what
probl em ganblers are yet. W're struggling with that and we hope
to contribute something to that that mght be acceptable on a
broad scale before this Comm ssion conpletes its work. And |
want to add the other final factor that's relevant here and that
is that we're not just trying to identify seriously troubled
ganbl ers in casinos. W think the states of Anerica have very
significant responsibilities that they have ignored al nost
universally and we are including in the patron interview study
and other survey efforts an attenpt to try to discern what the

di mrension of the problemis of seriously troubled ganblers.

Now, | cone to the point where | want to ask for
hel p. Doctor Loveman, | heard you go through your base, how you
devel op your data base and so on and | guess we're framng a
guestionnaire, the research subcomrittee is, that we wll then
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seek approval fromthe Chair and the full Comm ssion on and send
it out and we're trying to frame it in a way that's not patently
antagonistic and yet is forthright in trying to form a
partnership, if you will, of getting at this problem of seriously
troubl ed ganbl ers between ganbling facilities and governnents who
share this responsibility.

Now we don't have the nenu of answers yet but we know
this; we can't really get at this problem unless those who run
maj or ganbling operations are willing to help us in ways that are
not really intrusive in their duties to their custoners and woul d
not place them in |egal |eopardy. So it seens to ne that
particularly from a fellow that's got a PhD from MT and all
t hese other very inpressive credentials, and | don't think a huge
conpany |i ke the one who enpl oys you woul d have placed you in the
position you're in with that |level of responsibility w thout you
having the imagination to figure out how to develop sone data
base information, not on all your customers, but on the ones that
if you don't collect the information -- you have access to
creditworthiness and you've indicated you limt your credit
activity nore.

There are others obviously -- we have read that 40
percent of the noney that is bet in casino facilities is not cash
brought onto the premn ses. Now, that may be noney won and bet
again but in the main it's noney obtained through credit whether
it's house credit or whether it's through the credit card
machi nes that are made available there by Wlls Fargo, Bank of
America and other highly respectable corporations. There's a |ot
of people that you could get information on regardi ng whether
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there's foreclosures or any other signals that they're in sonme
serious economc difficulty.

That information could be conbined and a wel | -trained
staff could indeed quite properly and legally w thout exposing
yourselves to lawsuits, could help identify and channel those
custoners to sone appropriate kind of help, whether it's -- sone
of you already do it, to a hot line for reference to a |licensed
psychol ogi st. W don't know yet what all the appropriate options
should be. |I'mjust suggesting that's sonething we need to work
on together. So when we formulate this casino questionnaire and
send it to you, | hope we can ask -- we've been going to people
who nmanage casi nos and asking themwhat kinds -- if these are our
obj ectives, what kinds of questions we should ask.

So | know you don't have to do any of this and you
can keep a database that won't disclose anything about serious
troubl ed ganbl ers. |"m just suggesting without trying to be
patroni zing to you that in your own econom c self-interest and as
comunity citizens in addition to being corporate citizens,
per haps you have a significant role to play here and we're asking
you for your cooperation.

Think about it, will you? W'IlIl be talking. Thank

you.
DR LOVEMAN: I don't know how to classify that
i nterventi on. If it's a question, |I'd love the chance to
respond.
CHAI RPERSON  JAMES: You may certainly have that

opportunity.
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DR. LOVEMAN. Fine. W are undoubtedly interested in
cooperating with the Commssion and any group of serious
researchers interested in addressing this problem | think we
absolutely share your vigor and commtnent to making progress
her e. What | would sinply rem nd you of, when it cones to the
use of cross-categorization and manipulation of data is the
follow ng; that custoners in the casino industry play against the
house.

They certainly understand the transaction they're
meki ng in those terns. Many of our custoners are rewarded for
using the player programcard that my colleague identified to you
awhi |l e ago but choose not to because they have a notion that it
makes them unlucky or there's sone other connotation associated
with its use. What | would urge you to consider is that if
custonmers of casinos or custonmers of banks or custoners of
catal ogue mail houses or anywhere else were to cone to the
conclusion that the data that they revealed through their own
transaction activity were to be used in highly nodeled and
predictive ways, |argely unbeknownst to them they would very
qui ckly cone to the decision that they would not engage in that
exchange of information any further.

And what | would suggest to you, Comm ssioner, 1is
that we would never put ourselves in the position of being so
intrusive into the Ilives of our custoners that they would
consider it to be disadvantageous to themto continue to provide
us with the information we need to serve them and that's a very
del i cate bal ance that we have to nmake sure we preserve.

NEAL R. GROSS

COURT REPORTERS AND TRANSCRIBERS

1323 RHODE ISLAND AVE., N.W.
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MR. FELDVAN: For our part, M. MCarthy, as you
know, our conpany has cooperated with your subcommttee's efforts
and have every intention of continuing to do so, whatever m nor
di sagreenents we nay have had along the way. W are fully
supportive of this Commssion's work and your subcommttee's
wor K.

CHAI RPERSON JANES: Thank you and it is duly noted
and very nuch appreciated. Hearing no other questions, |I'd |ike
to thank this panel and again, as |'ve said to previous panels,
we do appreciate your participation here today and woul d ask your
ongoi ng support as you' ve already pledged for this Conm ssion.

Thank you very nuch.

NEAL R. GROSS
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