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QUESTI ON AND ANSVER:  RI VERBOAT CASI NCS | |

CHAI RVAN  JAMES: At this point I'Il open it up to
Comm ssioners for questions and comments. | would say this
before we get started, however. For logistical reasons | need to
|l et you know that we do need to clear this roomat 5:30, and in
order to get in our entire public comment period, we do need to
begin that at 4:00. | just wanted to let you know that. And I'd
like to take a brief break before we get into that. | do
apol ogi ze, but that's the rules.

"1l just come right down the aisle.

COW SSI ONER LEONE: | have a lot of questions. I n
the interest of tinme and giving everybody a chance why don't |
just confine ny questions to two.

CHAI RVAN  JAMES: Let nme ask this. Wul d our
panel i sts be open to receiving questions from the Comm ssioners
in witing and respond for the record?

ALL: Sure. That's fine.

COW SSI ONER LEONE; This is the first time in the
di scussi on of econom c inpact one of the nost inportant questions
has been raised, what's the national inpact. Is there a
significant national inpact? | think there are a couple of
econom c concepts that we don't capture unless we discuss the
national i npact. If this were another economc activity, we
woul d deal with the current econom cs or scarcity by saying that
it's causing distortions in investnment and pricing and therefore,
we should elimnate the barriers to entry and have a nore
efficient production of this service.
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| really would, because | think the cost benefit
analysis also can only be captured on a national basis, I'd
really like to ask M. Ginols to comment on how a national
comm ssion mght try to make sensi bl e argunents about a series of
concepts that are as difficult as this when applied to a series
of essentially local nonopolies around the country or activities
that are justified in ternms of |ocal revenues.

MR, GRINCLS: I'"'m glad you asked that question.
There are three different conputations that seem to be floating
around in the discussion of casinos. One mght be casino
profitability. The other is regional econom c devel opnent. And
the third one is national cost benefit. They are different
conput ati ons.

| would think that what this Comm ssion should be
| ooking at, because you are a national commssion, is the
econom ¢ costs and benefits, which is what | was describing. The
benefits of casinos are not that they nove a job from California
to Nevada. That may be good for Nevada, may be bad for
California but for the nation it's inmterial. This is just
ordi nary busi ness. Al'l kinds of businesses cause jobs to nove
from one place to another. An anal ogy could be nmde between
states conpeting with each other to get a particular factory and
these states offer all kinds of tax incentives and tax give-
aways. What happens is if every state does this, no state
increases its probability of getting the factory, but they all
give away a |lot of the tax noney that woul d have gone sonewhere.

| would urge the Commssion to do the correct
calculation which is the national benefits and national costs
From the point of view of free entry and exit and so on, if this

NEAL R. GROSS

COURT REPORTERS AND TRANSCRIBERS
1323 RHODE ISLAND AVE., N.W.

(DN 2AN_NNA2 \WWAQHINCTAN N 20NNR_27N01 waAnAr naalrarnee fnm



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

May 20, 1998 N.G1.S.C. Chicago Meeting 182

i ndustry had not problem in pathological ganbling, nobody got
hurt because of ganbling, the Comm ssion would have no reason for
exi sting. W would let the industry expand. The hi gh nonopoly
profits that we see in sone areas now woul d di sappear with free
entry and casinos could |ocate on every corner if they felt like
it. There would be no issue.

So the issue that the Conmmssion | think needs to
|l ook at is what are the costs to society of an additional problem
ganbl er, an additional pathological ganbler, how nany nore of
them do you get when you have casi nos everywhere and then neasure
those against the benefits of ~casinos which are ordinary
commercial benefits of having nearby entertainnent for those
people for which it's not a problem I would recommend the
Comm ssion go to Pulitzer who did a study of this type in the
80's, Professor Gazel who has done a study in the Mdwest, get
another teamin the Mdwest to do that study, get a separate team
on the West Coast, ask all three of themto come up a year and a
half from now and answer the follow ng question. What is the
cost to society of an additional problem ganbler and an
addi tional pathological ganbler? That is the single nost useful
thing that this Comm ssion could do for this debate.

COW SSI ONER LEONE: My second question is |I'd ask
M. Phares to start but I'd welcone anybody else's conment.
Anot her set of statistics that are thrown around a lot in this

debate has to do with the increased governnent revenues which are

quite striking when a small comunity of a few thousand
elimnates taxes, |ike Al aska having oil revenues, but are
claimed on a statewde basis as -- and | see you have a chart
her e.
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To what extent does this chart reflect an anal ysis of
what woul d have been spent or m ght have been spent if there had
been no legalized ganbling revenues from other tax sources on
education, for exanple? Has per capita education grown faster in
this circunstance than it has grown in other simlar states or
other simlar periods during the business cycle? |Is there any
evidence that this is, in other words, extra noney as opposed to
repl acenent noney? W certainly have had a |lot of evidence, a
ot of testinony that people do this to get tax revenues,
presune, so that they don't have to raise other taxes they m ght
have otherwi se have had to raise, or in many cases people brag
about a reduction in taxes. If this propels reduction of taxes,
then it's not a net addition to public sector spending on this or
anyt hi ng el se.

| just wonder if you did any analysis that |ooked at
what the increnmental increase in spending is.

MR. PHARES: No, we didn't. | would say, however
that to the extent that there is new economc activity in the
state of Mssouri, then there will be new revenues generated for
the state as a result of that. W didn't look at it in terns of
i ncrenental basis.

COW SSI ONER LEONE: No matter what the activity is,
t hough, right?

MR PHARES: Sure.

COW SSI ONER LEONE: These are specialized taxes,
however .

MR.  PHARES: Ri ght. But the fact is it is new
revenue to the state to the extent there is new econom c activity
and M ssouri has chosen to earmark nost of that for funding of
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educati on purposes as opposed to other purposes. W didn't |ook
at margi nal changes.

COW SSI ONER LEONE: But if the sales tax on this
service offsets a sales tax that m ght have been |evied on sone
other service, then the state is no better off from those
revenues.

MR. PHARES: That would be true. But again, to the
extent that it is new noney -- if it's a wash, there would be no
net addition. To the extent that it's new noney, then you would
have additional sales tax being generated. |In fact, the chart in
the report that you have does not indicate all the additiona
revenues that conme to the state, but focuses primarily on the
gam ng revenues. There are other nonies that cone in as well
both state and | ocally.

COW SSI ONER LEONE: There are studies that suggest
that the net inpact is zero for things like lottery or for casino

revenues in other states because of offset.

MR. PHARES: | think part of it is also linked to the
issue of the displacenent effect. To the extent that you're
moving it from one hand to another, it's a wash. It would

address your point. But to the extent that we have accounted for
the displacenent effect, then you' ve got sonme possibility of
there being additional revenues generated for governnent. As
indicated earlier, we found that of the total anount, about 50
percent of it in fact was conprised of the so called displacenent
effect, that would displace other kind of spending.

CHAI RVAN JAMES: Comm ssi oner W1 hel m

COW SSI ONER W LHELM I wish we had nore tine.
These are really interesting and inportant issues. | would agree
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with Conm ssioner Leone and M. Ginols that if there's a way to
depict the national cost benefit analysis of ganbling then we
should try to do that. On the other hand, it seens to ne that a
nunber of the Comm ssioners have said, and | agree wth this
point of view, that one of the things the Comm ssion should try
to produce is a set of tools that state and |ocal policy makers
can use to try to assess the Chair's question earlier, if you're
a mayor is this a good idea or bad idea? | think that's
fundanmental |y inportant.

It's a nice idea to say, well, you know, it doesn't
make any difference if it's in California or New York, but the
fact is that if there's an economc problemin the northern part
of Indiana or in upstate New York or sone other place, the policy
makers and the citizens in that area are affected by it and a new
job, in California, doesn't do them any good. VWhile | think the
national issue is inportant, | think the regional issue is
extrenely inportant.

In that regard, of all of the things that | have
seen, M. Phares, | think you and your colleagues have nade the
nost serious effort to try to assess, in your case for the state
of Mssouri, what the real bottomline is. You have pointed out
in your study, which | read all the way through, some of the
areas that still need to be |ooked at. But | really wanted to
comend you and your coll eagues. Conpared to nmuch of the stuff
that cones out of the gamng industry, and conpared to nuch of
the stuff that cones out in the anti-ganbling novenent or
academ cs who are attached to either, | think this is a very
serious effort.
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For exanple, you nmade the nobst serious effort that
|"ve seen to assess the displacenent issue and to try to figure
out how nuch of it really is a wash and how nmuch of it isn't. |
wanted to commend you on that. | hope that if you -- | don't
know i f you plan to pursue this type of study any further, but if
you do, in addition to the other issues that you've pointed out,
| would urge you to try to take a ook at the relationship of the
quality of the jobs to all of this. Just as a gross exanple, if
a job is created soneplace that doesn't have any health benefits,
then the reality in our society is that the public is going to
pay for the health costs of that famly. Whereas if a job is
created that does have decent health benefits then the public is
not going to have to pay for that.

| hope along with the other issues you' ve cited that
you'll take a look at that if you pursue this. |In conclusion,
was particularly struck by two other things you said in your ful
study. | don't know if these are repeated quite this way in the
sunmmary. For one thing you said Mssouri casino patrons are
simlar to the general state population in terns of sex and race
but are older, better educated and have a higher household
income, which is a conclusion that appears to be supported in
your study and is different fromwhat one often hears.

And the second point that struck ne was your
statenent that the bottomline is that significant additions to
the M ssouri econony have been achi eved as of 1997, al nost 18, 000
net new jobs, 500 nmillion in added personal income and over $750
mllion of added output have benefited the state's econony. You
have pointed out in your study sone of the open areas in all
those cal culations but | really think you ve nade by far the nost
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serious effort that | have seen. | hope you'll pursue it and |
woul d appreciate it if you would consider working with the
Comm ssion or its research conmttee in the future.

MR. PHARES: Thank you. | appreciate it. My | nmake
one comment ?

CHAI RVAN JAMES: Certainly.

MR. PHARES: | think one of the roles this Conm ssion
could play would be to try to pull together a |ot of intellectual
talent that's at this table and el sewhere and perhaps cone up
with a standardi zed nodel for |ooking at what the gam ng i npact
is, whether it's applied nationally or locally. But there are a
variety of fundanental questions that need to be addressed when
you get into the issue of social costs, particularly the issue of
probl em gamng. First of all, what is the social cost as opposed
to what is an individual and private cost, where do you draw the
[ine? If I'm sitting in a restaurant and soneone is eating
sloppily, an econom st would call that a social cost. I's that
significant? It certainly doesn't conpare to addictive behavior
to al cohol, tobacco or gam ng

The other issue | think needs to be addressed in
terms of social cost is where is that line when one crosses it
you becone a problem ganer as opposed to sonmeone who just enjoys
spending a | arger percentage of their income in gam ng as opposed
to sonething else. These are questions that need to be
addr essed.

You're in the unique position now to be able to begin
to address those in a standardized format which | think would
lend a lot of credibility to what's being done. There's an
i ncredi ble amount of talent on which you could draw at this table
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and el sewhere that could cone up with a nodel that everybody
probably could agree on as the right way to approach it. Sone of
the cells may be zero, sonme of the cells may be very substantial .
But w thout having hard enpirical information, sone of these
cells are being guessed at, at this point in tine. | thank you
for your conmments earlier

CHAI RVAN JAMES:  Conmi ssi oner Dobson.

COWM SSI ONER DOBSON: M. Thanas, in your comrentary
on Joliet's economc wndfall and the benefit from riverboat
ganbling, you didn't nention the fact that the largest mall in
Joliet went bankrupt. It was one mle fromthe riverboat.

MR. THANAS: That's not accurate, Comm ssioner.

COWMM SSI ONER DOBSON:  Expl ain that to ne.

MR, THANAS: There are two malls in the city of
Joliet. The largest mall is quite successful and has attracted
all major retailers. |It's been open for 20 years but during the
|ast five years it has seen an onslaught of nmjor retailers such
as Target, MC Sports, Pet Smart, all the big box stores that you
see in nost suburban malls. Another mall known as the Jefferson
Square mall which is probably about three mles fromthe nearest
casi no has not been successful and its |ack of success was shown
wel | before the riverboat ganbling conpanies cane to Joliet. It
was a problemof having two major nmalls trying to conpete for the
sanme market .

No one in Joliet attributes the failure of the
Jefferson Square mall to the riverboat conpani es.

COVMM SSI ONER  DOBSON: Did | understand you to say
that the majority of the people who ganble there cone from nore
than 25 m | es away?
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MR. THANAS: That's correct. That's a statistic that
was provided to the city of Joliet by the Illinois Gam ng Board.

COVMM SSI ONER DOBSON: Yet, when you were describing
the social inpact, you described it in Joliet rather than
el sewhere where the people are comng from Did you nmake any
effort to assess the inpact on the comunities from which those
peopl e are com ng?

MR. THANAS. No. |'ve not contacted ny counterparts
in Flossnmoor or Lisle or Naperville or anypl ace el se.

COVMM SSI ONER  DOBSON: So we don't really know the
social economc inpact in those areas where people are com ng
fronf

MR,  THANAS: | think you can extrapolate from the
inpact its had on those Joliet residents who participate or
patroni ze the riverboats. And our assessnment from the city of
Joliet is that there's mnimal social inpact caused by the
riverboats. In my business, in the nunicipal business, if the
city causes a problem if we back up a sewer or we don't have
cops out running radar in neighborhoods, we're going to have the
Cty Council chanbers filled with citizens saying we want
sonet hing done now. |It's a phenonena that all of you see in your
own towns probably, let's go fight city hall a little bit. | f
there was a problem with riverboat gamng and the patrons from
the city of Joliet, there would be the famly nenbers there
knocking on the mayor's door, the city manager's door saying
we've got a problemhere in the city. This industry that you' ve
allowed to create all this econom c devel opnent that you perceive
but it's creating havoc in our famlies. W don't have those
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people comng to city hall and telling the mayor that, the city
manager that or the Cty Council menbers.

COWMM SSI ONER DOBSON: Are you aware of the story that
was carried nationally about the sem-retired couple that
commtted suicide? And the coroner had to subpoena the docunents
from the riverboat organization and found that they each had
$100, 000 i n debt associated w th ganbling.

MR. THANAS: |'mnot aware of that story.

COWM SSI ONER  DOBSON: That story was carried in the
Los Angeles Tinmes syndicate all across the country.

MR. THANAS: | read the Chicago Tribune, the |oca
paper, not the L.A Tines.

COVMM SSI ONER  DOBSON: The L.A Tines syndicate is
carried all over the country. You're not aware of the suicide
that occurred there?

MR. THANAS:. |'m aware of suicides that occur in many
i ndustri es. | have |awyer friends, we had one -- I'ma fifth
floor of a building and one on the sixth floor commtted suicide
a couple years ago, very tragic |oss. He wasn't a riverboat
ganbler. He was just very frustrated with the | aw busi ness.

COWM SSI ONER  DOBSON: These both were riverboat
ganblers with a huge debt.

MR.  THANAS: I'"'m just telling you that in every
i ndustry, in every walk of life, we're going to find people who
commt suicide. But we're not going to condemm the |aw business
because ny friend who was upstairs fromnme commtted suicide and
we're not going to condemm a restaurant business where sonebody
has to spend seven days a week, 14 hours a day trying to nake a
living at it and decides it's best not to be alive. W don't try
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to close the restaurant businesses in those situations. | just
don't think that's governnent's role.

MR GRINOLS: Could I just add one little thing here?

CHAI RVAN JAMES: Certainly.

MR. GRINCOLS: Every now and then you get these
spectacul ar cases that hit the newspaper. This one is fromthe
March 7th Chicago Sun-Ti nes. It's titled Baby Death Plot Told.
| don't know if the Comm ssion has seen this. [It's local. [I'l
just read the first sentence.

A Hickory HIlls woman with a | ove of ganbling and a
hi story of petty fraud resorted to killing her seven week old
daughter to collect on a $200,000 insurance policy, federal
prosecutors allege. They also checked into her history and there
was an earlier child that died of sudden infant death syndrone
that they're re-examning in light of this. The article does not
say which casinos she ganbled in, but it's likely that she was in
the Joliet casinos at sone point. | can't say that for sure.

MR. THANAS: Quch.

CHAI RMAN JAMES; Conmmi ssi oner Bi bl e.

COWM SSI ONER Bl BLE: In your studies, has anyone

assessed the economc inpact of noving wagering or betting

activity froman illegal site to a legal site of the business and
subjecting it to taxation? Perhaps in Mssouri | assune they had
sone illegal gamng activity in Mssouri previous to the

| egal i zati on.

MR.  PHARES: Not the same type that would be at
riverboat casinos. There's sport betting and other betting which
in Mssouri may still be illegal. How much of that has shifted
fromthat type to riverboat casinos, |'mjust not aware of it.
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COWM SSI ONER Bl BLE: In your survey, you asked
patrons if they engaged in illegal wagering?
MR. PHARES: It would have been a good question to

ask. At the tinme we just didn't think of it.

COWM SSI ONER BIBLE: The only reason | think of the
question is last night the Bulls were in town and | assune there
was a little wagering going on in Chicago, and if that had been

subject to taxation, it would have produced sone revenues for the

city.

MR PHARES: Right.

COWM SSI ONER LEONE: | can't resist this. A lot of
econom sts that | spend nmy tinme arguing with would say that

subjecting an activity to taxation that wasn't fornmerly taxed
would distort economic activity and be bad for the overall
econony. In the old days they m ght have to argue by the logic
of that point of view that we were better off, which is the
trouble with that point of view, but that's another discussion.

MR, PHARES: If we could tax illegal activity, we
could probably elimnate the national debt in a nmatter of a few
years.

CHAI RVAN JAMES: COWM SSI ONER McCARTHY, did you have
a question?

COWMM SSI ONER  Mc CARTHY: Yes, to M. Phares, please
Do the nenbers of Civic Progress in St. Louis representing a | ot
of large corporations in that netropolitan region, did they ask
you to design the study that you undertook, that you've given us
an outline of the results of?

MR. PHARES: Qur charge from them was what is the
econom ¢ i npact of ganbling in Mssouri. They asked us to submt
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a budget, which we did and then we had conpletely free rein from
t here. W net with them once to give them a progress report on
what had been found to date and nade a few questions and comments
but provided no directions in terns of where we should go from
t here.

COW SSI ONER Mt CARTHY; So you had fairly good
atitude?

MR. PHARES; W had conplete latitude and good
funding to do it.

COW SSI ONER Mc CARTHY: One of the dilemmas we keep
facing here is that we hear the good news fromthe people who are
the heads of cities who give us, in effect, a budget report and
of course, have no responsibility at the municipal or |[ocal
level, which | understand having served there in the |ast
century, and that's at least at a state level or a very large
regional level to try to search out what the costs are of divorce
courts, bankr upt cy, crinme, to enployers for pathol ogical
ganbl ers. So ny question to you is if you had brought |atitude
in designing the study and you knew that social cost data were
| acki ng, and indeed they are because we've been searching for it
continuously, why weren't questions on social costs included in
your study to give a balanced economic picture of the cost to
governnent, the cost to private sector enployers for pathol ogica
ganbl ers?

Incidently I would insert that Dr. Howard Schaffer of
the Harvard University Medical School who did an analysis of 120
sel ected studies -- you may be famliar with this -- on problem
ganbling in Anmerica has said, and he's been accused of being very
conservative with this nunber, that there are four and a half
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mllion pathological ganblers in this country. So it's a
reasonabl e assunption that lots of different kinds of costs cone
out of that. My question is why weren't any social costs,
factors, questions included in your study?

MR.  PHARES: Three reasons, and |I'm not by any
stretch trying to say that social costs shouldn't be considered.
Like | said earlier, they should be. One was sinply the fact
that what is a social cost and what is problemgamng --

COWM SSI ONER McCARTHY:  1'Il | eave you define that.

MR, PHARES: | don't think it's been defined yet.

COWM SSI ONER McCARTHY: Let's start right now

MR. PHARES: | can't. What is a social cost and what
is an individual cost requires a lot nore enpirical exam nation.
What is a problem ganmer versus soneone who spends a |arge
percentage of their nobney on entertainnent as gamng is a
gquestion which has not been addressed. Is it $5,000 for a
probl em ganer or $105,000? What is the value of a human |ife?
Why does sonebody commit suicide?

One of the reasons why is that this issue is sinply
so wide open that it would have lead into the second two issues.
One was a question of tine. W had a tine frane in which to do
this. And the third was a question of budget. To do what you
are suggesting woul d have required a budget several tinmes what we
had to the study. W felt it inportant to do the first part, to
address the displacenent effect which is key m ssing part, not to
say that the third part that is yet remaining to be done, | think
we indicated this in our closing chapter is the issue of problem
gam ng does need to be addressed. It wll vary from state to
state. It should be done in Mssouri. It's not been done in
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M ssouri for basically the reasons |I indicated. 1'd love to see
it done. 1'd love to have the opportunity to address it.
COW SSI ONER  Mc CARTHY: The problem | have as a
menber of this Comm ssion, getting a handle on trying to weigh
all this out, is virtually no one funds studies dealing wth
soci al costs. They don't fund it, so we keep asking the
guestions you do, what is a social ganbler versus a problem
ganbler and it's been defined for us. It's associated with a
series of actions in a famly, in a community, in a job site but

that very inprecision is used as the reason why studies I|ike

yours don't ask social cost questions. It's a little bit
frustrating to us who are trying to get a handle on this. "' m
not heaping all the blanme on you. It's sort of a collective
t hi ng.

MR. PHARES: | appreciate your frustration. | share

CHAI RVAN JANMNES: Comm ssi oner Lanni .

COVMM SSI ONER  LANNI : I just actually had a couple
guestions for M. Ginols. I notice in the one report that you
had, | think it was exhibit nunber one. You had indicated

revenue per adult, casino revenue.

MR. GRINOLS: That's casino revenue per adult. That
particular figure in the chart canme from a Christensen and
Cumm ngs. It's a study for the state of |owa. O course, it
would vary a little bit by region.

COW SSI ONER LANNI : That's just for the state of
| owa?

MR, GRI NOLS: That represents what an average adult
| oses per year to casinos in the state of |owa.
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COWM SSI ONER LANNI:  For the state of lowa. And then
you have social cost, it's |ooked |Iike about $3407?

MR GRINOLS: That was neant to be a range from
around 110 at the I ow end to maybe as high as 340.

COW SSI ONER LANNI : I think it only showed 340. I
didn't see a range.

MR, CGRI NOLS: There should have been a little box
t here show ng the 110.

COM SSI ONER LANNI:  Let's just say it's 110 to 340.
What was the basis for that?

MR, GRI NOLS: Ckay. This gets back to the question
that was just asked. Social costs <consist of loss of
productivity.

COW SSI ONER LANNI : ['"'m sorry. | was asking where
did the nunbers actually cone fron? |Is that in |Iowa?

MR. GRINOLS: Those nunbers cone from about three or
four, half a dozen studies that have been done since the 1980's
that have been put together. I have used parts of different
st udi es. If you nake an array and line up all the different

social costs that you have associated with ganbling, down your

colums, line up all your studies across the rows, different
studies have analyzed different things, for exanple, |ost
productivity, ganblers who lose control of their Ilife over

ganbling, don't show up for work, they get fired, they have
enpl oynent problens, so on. Take the studies that have estimated
that, stick it into the cell. Then there's crine related costs,
adj udi cati on, apprehension, incarceration costs, how many people
end up going to jail because of sone enbezzlenent due to
ganbling. There have been sone studies that have estimated those
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nunbers, stick those into the cell. Continue this way, line up
all the cells, take the maxi mum of the studies and the m ni num of
the studies, when you have different studies that have gotten
equi val ent nunbers, take those as your range, put them together.
That's where the nunber cones from

COW SSI ONER LANNI : You seem to be saying | think
what COWM SSI ONER McCARTHY and maybe Dr. Phares was saying, we
don't really have very good information on that issue.

MR GRINOLS: No, I'"'mnot saying that. |[|'m saying we
do have studies and they do overlap. They cone in fairly
consi stently. At the low end, one additional pathological
ganbler is likely to cost society on the order of $10, 000. " m
saying roughly because | can't be too much nore precise than
that. At the upper end they could be as high as 30, 000.

The studies are fairly consistent. But what | urge
the Commssion to do is to redo in three independent studies
t hose studies that now exist and find out with nodern data, with
new studies, with new people, if the nunbers are comng in
consistently to what we already have. That's what |'murging the
Comm ssion to do.

COWM SSI ONER LANNI: On a national basis?

MR GRINOLS: Well, take a team from the East Coast,
a team from the Mdwest and a team from the West Coast and | et
them work with different populations, let them do independent
wor k and see what you get.

CHAI RMAN JAMES: | think Comm ssioner WI hel mhas one
| ast questi on.

COW SSI ONER W LHELM In trying to weigh up the
soci al cost, given not quite enough is known, | don't know if you
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heard the testinmony from the mayor and the State Senator from
Gary, Indiana this norning, but in order to assess the socia

cost, wouldn't you have to also take into account the elimnation
of the social cost related to, for exanple, a person who was
unenployed who got a job or a comunity that has lots of
unenpl oyed people that has fewer? Qobvi ously wunenpl oynent has
| ots of social costs associated and |ots of people have studied
that. Wuldn't you have to balance things like that in order to
assess the social costs?

MR GRI NCLS: Yes, you would, to the extent that
anytime an unenpl oyed person is a burden on resources of all of
society, that's a social cost to society.

COWM SSI ONER W LHELM It produces lots of other
t hi ngs. It produces crine and sone other things. Unenpl oynent
is well known to produce a whole range of social costs.

MR. CGRINCLS: Right, and you would have to take that
all into account. But a social cost is a burden, a use of
resources because of the existence of an activity, in this case,
ganbling, that would not have to be expended uselessly in that
di rection. For exanple, if a police force has to be doubled in
size to handle the crinme because a casino is in town, the
physi cal resources of that doubled police force represent a
social cost. Those people otherwise could have been doing
sonet hi ng el se producti ve.

COWMWM SSI ONER W LHELM | understand, and you started
that sentence with if. But if, also -- just in another exanple,
crime was reduced, which was asserted by the mayor and State
Senator in Gary, then you have to bal ance that agai nst your $300.
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MR. GRINOLS: Yes, absolutely. I'mjust telling you
that you have to do your calculations properly and bal ance the
decreases versus the decline. But yes, of course.

COWM SSI ONER LEONE: Can | just ask one question?

CHAI RVAN JAMES: You can have one qui ck question

COW SSI ONER  LEONE: This is the thing that has
al ways troubled nme about the sincerety of econom cs and ganbling
poses the question in as difficult a fashion as | know. One of
the ways to get at the answer to Comm ssioner Wl helms question
and other questions, whether there are net new jobs in the
country because of an activity, recognizing that a certain anount
of it is shifting around boxes on a table, whether the DDP has
expanded, whether there's growh associated in a neaningful way
wth this activity versus the deploynent of resources sone other
way, and that would tell you sonething about whether --clearly, a
casi no opens, a bunch of people get enployed, many of them m ght
not have been enployed, but are those new jobs nationally or
woul d there have been jobs, different kinds of jobs in sone other
pl ace as a result of that.

It seenms to nme that one of the toughest assignnents
we have as a national commission is figuring out a way to get at
that question. W don't have say to sort through the details of
this particular activity, and there doesn't seemto be any |aw we
can just apply. W' ve run out of tinme here, but | would wel cone
any of you dropping us a note or opining about how we can try to
get a better handle on that question, because unless we can, we
will never westle this particular beast to earth and be able to
argue about it in the sane terns. W still won't agree. | would
argue on the margin many of these issues are not econom c. But
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we will at least all be tal king about the same thing in terns of
the effect on our nation's econony. W could use sone advice.

CHAI RMVAN JANES: I would certainly invite any of you
to submt any thoughts that you may have on that or any other
subject to the Conmssion. And | would invite those of you who
are attending in the audience who perhaps have not had an
opportunity to speak on a panel today to address the Conm ssion
on any of the subject areas that you' ve heard us talk about this
nmorning and this afternoon. These are very conplex and very
difficult issues and we do struggle and westle wth thema great
deal .

Having said that, | do want to thank our panelists
for being here, sharing their insights, sharing their thoughts
and struggling with us. W're just beginning to really get into
sonme of these areas and we would really welconme the opportunity
to submt questions to you in witing and to encourage you to
engage in a continuing dialogue with us as we go through this
process.

It's now 4:00 and | do believe that in order to nake
it through 90 mnutes of public comment period, it would be
beneficial to the Conm ssion to have about a five mnute break at
this point. W wll cone back together again at about five after
4: 00.

(Wher eupon, a recess was taken.)
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