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COWMM SSI ONER McCARTHY:  The neeting of the
Subconmm ttee on Research of the National Ganbling
| npact Study Comm ssion will now reconvene.

W intended this neeting today to do two
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things: To take testinony fromany nmenbers of the
public as to what kind of research they feel should be
undertaken; and, secondly, to develop the research
agenda that wll be presented to the Comm ssion at the
Cct ober 31 neeting in Washington, D.C

At the Subconmittee's |ast neeting, we had
Dr. Peter Reuter and Dr. TimKelly in a three-hour
i nterchange with the three of us, and we asked themto
frame what that primary research agenda woul d be and
to start tal king about how we woul d schedule this to
t he budget limtations of the Conm ssion.

| would now like to get into a dial ogue
with Doctors Reuter and Kelly. | would like Dr.

Reuter to open up and take us through the draft
research agenda that has been begun. Let's get to it.

DR. REUTER Ckay. Dr. Kelly and | worked
on this coll aboratively and perhaps the di scussion on
pat hol ogi cal ganbling and the preval ence of ganbling
shoul d best be directed to Dr. Kelly.

This agenda is intended to be responsive
to the discussion of Cctober 2 and to focus on trying
to sort of get fromthe answers to the questions that
the Subcommttee legitinately asked, to a set of
activities that could be put in sone order for

pur poses of the collection of data and the
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comm ssi oni ng of research

We took, as central to this collection,
data both about individuals, and about communiti es.
Those are sort of the two major enpirical |ines of
research. The docunent describes surveys, both a
national survey and, potentially, a national household
survey. Also, surveys of communities with specific
ganbling facilities, certainly including casinos, and,
per haps, targeted surveys of frequent players,

i ncl udi ng probl em and pat hol ogi cal ganbl ers.

Now, the reason for not sinply relying on
t he national household survey is that such surveys are
likely to turn up predom nantly people who are not
pat hol ogi cal or heavy ganblers. G ven budget
constraints, if we want to do a collection of data
about probl em and pat hol ogi cal ganbling, we may have
to do our own surveys that are nuch nore targeted.
Hence, the focus is on frequent players and
communities in which frequent ganbling is likely to be
nore preval ent.

"' mnot sure what exactly | should cover
in ternms of discussing this or whether you would |ike
me to go over everything and then cone back to --

COWM SSI ONER McCARTHY:  Yes. | think we

want to take these up in sequence.
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DR. REUTER G eat. | appreciate that,
yes.

Are there any questions at this stage
about the surveys?

COW SSI ONER McCARTHY:  All right. Well,
let's take up the issue of the national survey first,
t he National Survey of Ganbling Behavior.

Dr. Dobson?

COWM SSI ONER DOBSON:  First of all, I'd
like to say | think you all did an outstanding job.
|"'mvery inpressed with the work that you've done. It
was a tough assignnent in a short period of tinme, and
| think we're well on the way. | have sone comments.
Sone of themare nit-picky, and one or two of them |
t hi nk, have sonme substance to them

Let's start with the nit-picky -- in
regard to that first item

DR. REUTER  Ckay.

COW SSI ONER DOBSON: The Footnote 2 at

the bottom of page 2 says, "In addition, this is a
relatively rare behavior.” |'mnot sure we're ready
to say that; | don't think we have docunentation to
say that. And even if we do, I'"'mnot sure | would

want to put it in this statenment which pre-supposes

what we're going to find.
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DR. REUTER Could | just defend that and
explain why it had sone significance to that?
believe that an estimte as high as ten percent would
be regarded as an extrenely high estinate on the basis
of anything we know fromthe world generally.

Just knowi ng that ten percent is a high
estimate tells you a | ot about what you're going to
get by way of data fromthe household survey in terns
of the nunber of respondents who fall into this
category. So it's inportant to knowthat it's likely
to be less than ten percent, rather than sonewhere
bet ween 25 and 50 percent, because that tells you
about sanple design issues and what not.

COW SSI ONER DOBSON: | woul d be nore
confortable if it would refer to it as a percentage of
t he popul ati on or sonet hi ng.

DR. REUTER  Absol utely.

COWMM SSI ONER DOBSON:  But it's |Iike saying
H'V and AIDS is a relatively rare disorder. Well, it
isn't to the guy who has got it, you know.

DR. REUTER  Well, | take your point.

COWM SSI ONER DOBSON:  Ckay.

DR. REUTER We'll renedy that.

COWM SSI ONER DOBSON:  We're still on the

first point?
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DR REUTER Right.

COW SSI ONER DOBSON:  Ckay. | am
concerned that, on page 3, we're dealing with
information that cones fromthe industry itself in a

kind of a passive --

COW SSI ONER McCARTHY: 1'msorry. You
meant -- are we |eaving the national survey issue?

COWM SSI ONER DOBSON:  That's right. 1'm
still on that.

COW SSI ONER McCARTHY:  That's fine.

COW SSI ONER DOBSON: Do you want to |et
sonebody el se tal k?

COW SSI ONER McCARTHY:  No.

COWM SSI ONER DOBSON:  It's still that
first group of --

COW SSI ONER McCARTHY: It's still the
nati onal survey?

COW SSI ONER DOBSON:  Yes, page 3.

COW SSI ONER McCARTHY:  Yes.

COWMM SSI ONER DOBSON:  Again, | think the
wor di ng here is unnecessarily passive and a little
del i cate.

DR. REUTER  Ckay.

COW SSI ONER DOBSON:  -- to get

information fromthe industry.
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COWM SSI ONER W LHELM  Ckay. Jim are you
in the mddle of page 3?

COWMM SSI ONER DOBSON:  That's right, the
paragraph that says, "If the casino industry is
willing to cooperate.” And it m ght be possible.

The statute allows us to seek infornmation
voluntarily fromthe gamng industry, and then there
are other avenues if we're not able to get it. But
this alnost inplies that we're at the nercy of their
w |l lingness to cooperate and, naybe, they'll conme up
wi th several people we can talk to.

VWell, you know who they're going to cone
up with; they're going to be very carefully chosen,
and | wouldn't blame themfor doing that. So it
bothers nme that this is witten in a way that appears
that we're vulnerable to whatever they choose to
cooperate with us in doing. Gbviously, if we had to,
we have subpoena power for docunents. So | think that
ought to be strengt hened.

COW SSI ONER W LHELM | have a different
guestion about that which is really a nmethodol ogi cal
guesti on.

| have a sort of instinctive dislike for
the notion that a governnent agency, which, in one

sense or another, this Commssionis, is going to go
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dig up on an involuntary basis the nanes of citizens.

And | recogni ze we have a purpose for that that we
believe to be benign or constructive, that is -- to
assess the problem ganbling issue.

But, you know, by the sane token that |
woul dn't be particularly happy with the I RS or sonme
gover nnment agency sei zi ng nanes of people and then
going and tal king to them about sonething, |'m not

quite confortable with the notion that, one of the

things that the Comm ssion is going to do is go to the

casino industry or, for that matter, anybody else. 1'd

feel equally unconfortable, for exanple, if the
Comm ssion were going to go treatnment agencies and
say, "Well, how do you perceive the problenf," or
"What kinds of difficulties are you treating?," or
things like that which, | think, are highly

legitimate. But, rather, on an individual namne-by-

name basis say, "Tell us who these people are; W, the

governnment, are going to go talk to them"

That nakes ne very nervous. So,

nmet hodol ogi cal Iy, |I'm wonderi ng whether, either now or

bet ween now and our next neeting, you could think
about whether there's sonme other way to get at that.
To me, this is Big Brother, and I don't like it just

as a matter of general principle.
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DR. REUTER |I'mnot sure that, on that,
| should be the one to respond to your concern about
privacy. | certainly take your point that, of course,
we want to consider whether there is an invasion of
inplied privacy associated with these records. |I'm
obviously, not a |lawer, and my opinion's worth
exactly that.

| thought the methodol ogi cal probl emthat
you were going to raise is the one that's sort of
referred to in a rather back-handed manner here, which
is a sanple of people who the casinos know pl ay
heavily in an individual casino. W know very little
about what that represents as a part of the population
of peopl e who ganbl e heavily.

Now, we may be able to get sonething from
our own household survey. If we found in the
househol d survey that of those that we classified as
pat hol ogi cal ganbl ers, 55 percent reported that nost
of their ganbling was at casinos, then one m ght be
able to draw sonme conclusions. O, we mght be able
to describe that part of the universe of pathologica
ganbl ers by going to the casinos, but there is the
delicate task of getting fromany of these sanples to
a description of the population that they represent.

COWM SSI ONER W LHELM  Just to pursue this
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poi nt, because | happen to believe that the governnment
doesn't belong in people's personal lives as

di stingui shed from studyi ng social problens of the
kind that we're tal ki ng about here.

So just to personalize it, in ny own |ife,
if sonme agency of the United States Governnent is
conducting a study of union activity and |'m an
officer of a |abor union, | don't have any probl em
with that. But if that agency were to cone to the
uni on and say, "G ve us the nanmes and addresses,"
presumably, "The nanes of rank-and-file workers in the
hotel industry who are activists in the union,"” 1'd
have a problemw th that.

And | would apply that to virtually any
wal k of Iife that | can think of. |It's Big Brotherism
to me, and it nakes ne worry. So the reason that I,
perhaps clunsily, put that as a nethodol ogi cal
question is that |'mjust wondering whether we can
acconplish the objective here, which |I perceive to be
a legitimte one, wthout invading the privacy of
i ndi vi dual peopl e.

COWM SSI ONER McCARTHY: Let nme make a
comment on this, if | may. There are two questions
here. One is our willingness to subpoena the casino

i ndustry or any ganbling conpany to obtain the
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information that we need for our deliberations.

But the separate issue, | think, is the
one that M. WIlhelmis touching upon. That is, what
are the rights of privacy of custoners?

COW SSI ONER W LHELM  Yes. Not
conpani es, but customers. Exactly.

COMM SSI ONER McCARTHY:  What are the
rights of custonmers here as to whether they give out
that information or not? | frankly would want to
exam ne very carefully the grounds casino custoners
may have to bring | aw suits against this Conmm ssion
for doing that.

COMM SSI ONER DOBSON: | think | agree with
that and you nmake a good case, John. There's
obviously information on conpul sive ganbling and on
the percent of the inconme to a casino that comes from
the heavy better. Information that relates to this
guestion woul d not identify individuals.

COW SSI ONER W LHELM Wl l, | don't know.
| represent workers in the industry. | don't know
exactly what they do in terns of player tracking and
that sort of thing. | know they do it.

To me, a statistical inquiry, I think, is
a legitimte kind of inquiry, as distinguished from an

i nqui ry about individual people. So there nay be
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stuff like that, and that woul d nake nore sense as an
avenue, rather than asking about Ji m Dobson or Leo
McCart hy.

COWM SSI ONER McCARTHY:  May | chinme in on
your question?

COW SSI ONER W LHELM  Sure.

COW SSI ONER McCARTHY:  The val ue of the
research being presented by Dr. Reuter and Dr. Kelly
here is the interview of the serious or pathol ogi cal
ganbler. [It's not sone information that any
particul ar ganmbling conmpany m ght nmake with a list of
nanmel ess players, A B, C, D If we couldn't
interview, how would we know how to eval uate --

COW SSI ONER DOBSON:  Yes. Well --

COW SSI ONER McCARTHY:  -- the nature of
the problem the characteristics of the serious
ganbl ers?

COWMM SSI ONER DOBSON: Woul d it be hel pful
for us to know as a hypothesis that 60 percent of the
i ncone to a casino cones from people who are very,
very heavy betters and ganbl ers?

COWM SSI ONER McCARTHY: | should think it
woul d.

COWMM SSI ONER DOBSON: There's only one way

to get that information: [It's either voluntary or
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subpoenaed fromthe ganbling industry. They're the
only ones that know that.

COW SSI ONER McCARTHY: Al right. Well,
that's a different issue than what we're tal king about
in this paragraph.

COMM SSI ONER DOBSON: Wl |, it's not what
we're tal king about in this section --

COWM SSI ONER W LHELM  Yes. | was j ust
reacting to this specific notion about getting the
nanmes of heavy players. That's all.

DR. REUTER Well, could I --

COW SSI ONER McCARTHY: Yes. Dr. Reuter?

DR. REUTER | nean | agree that there are
two useful kinds of information. And one seens to be
uncontroversial in terns of the Comm ssion's right to
get it, which is the statistical information about the
share of any individual casino's revenues that it
estimates cones from ganblers who play nore than and
spend nore than so nuch. And ny understanding is that
is, indeed, for marketing purposes, a record or a
dat abase, that many of them maintain very
scrupul ously.

It's -- the second issue that was raised.
As it appears here, we were indeed trying to identify

a set of people that we could interview as possible
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pat hol ogi cal ganmblers. | think M. WI hel mhas raised
a serious concern about whether that is consistent
with the privacy rights that sonmeone has in entering

a casino and in their database.

| would say that the household survey, if
it is well done, should provide us sone information
about the contribution, the share of all casino
ganbl i ng and casi no expendi tures accounted for by
pat hol ogi cal ganbl ers, because you get an estinate of
how much play cones from pat hol ogi cal ganbl ers by the
type of ganbling. You know what is the industry
total, and you can fromthat estimate what share is
generated by the pathol ogi cal ganbl ers.

Now, the question is whether the precision
of the estimates from a household survey for this not
rare, but small, group is |large enough to give us nuch
confidence in that.

| found one of the few, probably,
excel l ent copies of the 1976 survey. | kept it. |
was al ways planning to throw it out, but, somehow it
sat on the shelf. And here it is.

| was amazed at how accurate were their
survey-based estimtes of total wagering. They cane,
and even they admt that this was just bizarre, but

they canme within .1 percent of the actual estimte of
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total expenditures on |legal ganbling fromthe survey.

Now, when you get down to the individual
ganes, there was nore variation, and as nuch as 20
percent difference fromone form But they were
really quite inpressive in that respect. And | think
that, now, we have better nethods for asking questions
and so on.

| think it is possible that in addition to
anything that the casinos mght supply us by way of
statistical information about the individual casinos
and what share of wagering cones from heavy ganbl ers,
we' d al so have a separate estimate fromthe survey of
the share of casino wagering generated by pathol ogi cal
ganbl ers.

COWM SSI ONER McCARTHY:  John?

COWM SSI ONER W LHELM  Ckay.

COW SSI ONER McCARTHY:  We're still on the
nati onal survey issue here.

COW SSI ONER W LHELM  Does that include
the targeted surveys which are listed here sort of as
a subset of the national survey at the bottom of page
27?

DR. REUTER  Yes. The surveys of casinos.
Again, | went back to the 1976 survey. And | had

entirely forgotten --



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

35

For the audience, | was a research
director for the 1976 study.

| ought to renenber those things, and just
haven't, you know. | forgot we did a special survey
of Nevada and, you know, the sanple there.

COWM SSI ONER W LHELM  Bot h peopl e t hat
lived in Nevada at that tinme?

DR. REUTER It wasn't that |ong ago.

And t he purpose of that was to see whet her
there was a difference between Nevada participation
rates and participation rates el sewhere, wth sone
interesting results.

Wth the targeted surveys, | think you
could weight themso as to increase the precision of
your estimates of the share of casino wagering com ng
fromheavy ganblers. |'mpretty confident you could
design it so that it was nastered inside the national
survey. So you would be able to do that.

COW SSI ONER W LHELM Wl |, | woul d have
two coments with regard to the targeted surveys.
Again, as | said in the other roomin response to the
testinmony that was given, | think that the -- and |
think we're all agreed on this -- the notion of a
national survey of ganbling behavior overall makes an

enor nous anount of sense.
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Wthout trying to be oblivious to the
budgetary issues, it would seemto ne that -- and you
have sone observations on the top of page 2 about
vari ous net hodol ogi cal approaches to such a survey.

It would seemto ne, w thout being oblivious to the
budgetary issues that if we're going to do this at
all, we mght as well do it as close to right as we
reasonably can, whatever that nmeans. And |I'mnot an
expert on surveys.

DR. REUTER  Yes, right.

COWM SSI ONER W LHELM W th respect to the
targeted surveys that you discuss at the bottom of
page 2 and the top of page 3, |I had an observati on and
a question. Well, two observations, | guess.

First, you do in Footnote 3 nod in the
direction of using the targeted survey approach for,
as you put it, "Other locally inmportant forns of
ganbling,"” even though the body of your text refers
only to the casino comunities.

| want to reiterate a point | tried to
make at our last neeting, which is: | think that if
we're going to go to the effort and the expense of
assessing these things, it makes no sense at all in ny
mnd to focus only on casino communities.

Again, | recognize that the footnote nods
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in this direction, but | don't believe -- first of
all, I don't think this ought to be a question of a
footnote, and I'mnot trying to nit-pick. But,
secondly, | don't think the footnote goes far enough.

Just as an exanple, | think that a
community which is knowmn to be a very heavy lottery
community in a state which has becone nore aggressive
with respect to the types of nore predatory lottery
systens that it has been inplenenting, |ike
Massachusetts -- sonebody told nme that Massachusetts
has an extraordinarily high incidence of average
|ottery betting per capita.

DR. REUTER  Tw ce the next-hi ghest state.

COM SSI ONER W LHELM  So it seens to ne
that within the notion of targeted surveys, we ought
to look at, certainly, casino conmunities -- | don't
di spute that at all, but we ought to -- and you make
reference in the footnote perhaps to card roons or to
parimutuel facilities.

| woul d hazard a guess that you'd have
trouble identifying a place that has enough card room
peopl e custoners in it to make a worthwhil e survey.
But | could be wong about that because card roons are
only now becom ng large-scale facilities.

But, certainly, with regard to things |like
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|otteries and the nore predatory forns of lotteries
and so on, it seens to ne that it would be inportant
to have a diversity of communities in the targeted
surveys.

Secondly, it seens to ne that -- and |
tried to make this point before, but | think that we
make a fundanental m stake fromwhich we'll never
recover if we tal k about casino communities as though
they're all the sanme. Sonewhere else in here, you
have a reference to rural and urban and the |ike, and
that is certainly an inportant vari able.

But | think -- both with regard to the
probl em ganbling issues and with regard to the
econom c issues, | think we have to take a | ook at a
diversity of casinos. | nean just to use the extrenes
of the spectrum-- and, of course, it depends on what
one neans by casinos. But, the truck-stop video
|otteries that draw fromthe surrounding 25 mles in
Loui siana are one set of facts with respect to problem
ganbling and wth respect to econom c i npact,

i ncludi ng the nunber of jobs that are created and the
type of jobs and the quality of jobs that are created.

Destination resorts that enploy thousands
of people and draw custoners fromall over the country

and all over the world are probably the other end of
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the spectrum And intuitively -- and this needs to be
tested, but intuitively, it seens to ne that that
range of so-called casino-type operations probably has
fairly different inpacts with regard to both probl em
ganbl ing and econom c i npact.

And for those reasons -- and | wll nmake
this point later on at another part of this proposal
that you've put together here -- it seens to ne that
t hese targeted surveys ought to take those variabl es
i nto account.

DR. REUTER Could | just respond? You're
quite right. The footnote was -- you know, late in
the process when | realized that it shouldn't just be
casinos. | couldn't find any el egant way of putting
it inthe text, and so | stuck it in a footnote. But
your point is certainly correct, and I'll try to
figure out a better way of saying it and putting it
into the text.

| agree that it would be desirable to take
into account the range of casino activities. 1In a
previ ous docunment that | think you ve seen, | did try
to make the point that casinos were a heterogenous set
of activities

COW SSI ONER W LHELM  Yes, you did.

DR. REUTER There's a limt to what you
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can do with a national survey in terns of capturing
all those dinensions of variation. | think one can
say that there should be a recognition in designing
this that the casino communities should be sanpled in
a way that takes account of the nobst inportant
di mrension of variation. | don't know what that is,
but it could account for the one or two di nensions.
There would be a limt to how nuch of that one can do,
however .

COWM SSI ONER W LHELM  Well, | certainly
recogni ze, as | said, that there's probably no use in

even thinking about that in relation to the national

survey. | was thinking --

DR. REUTER Even in the targeted -- |I'm
sorry.

COWM SSI ONER W LHELM  -- of those issues

with regard to the targeted surveys and, in
particular, with regard to the database of
communities. | think it would be essential, since
you're tal king about a fairly |arge nunber of
communities to make sure that you include the
diversity of those kinds of comunities.

In that connection, if |I mght, M.
Chairman, since this seens to be logically connected,

talk for a nonment about the itemthat begins on the
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bott om of page 3 about databases --

COW SSI ONER DOBSON:  Before you nove on
could I --

COW SSI ONER W LHELM  Sure, yes.

COW SSI ONER DOBSON:  Would it be our
intent then to stratify the sanple for that?

DR. REUTER Yes. The reason | say yes
cautiously is just that I'mnot that good of a
statistician; | haven't really thought through how
much we can stratify in this supplenmental survey for
t hat household survey. But |I'mpretty sure the answer
is yes, we wll stratify, and we'll have different
wei ghts for different --

COWM SSI ONER DOBSON:  That woul d
accommodat e John's concerns to --

DR. REUTER: To sone extent --

COWMM SSI ONER DOBSON: -- sone degr ee.

DR. REUTER  To sone degree --

COWMM SSI ONER DOBSON:  Yes.

DR REUTER -- it will.

COWM SSI ONER W LHELM | ' ve had
di scussions about this very issue with Reverend G ay,
for exanple. | think that nost people who have | ooked
at this have recogni zed that, at least, intuitively,

there are variable inpacts of these different kinds of
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oper ati ons.

DR. REUTER Ch, yes. And, | nean, it's
going to be a major design issue. But | would try to
draft the docunent to nake it clear that we recognize
the heterogeneity and that it nust be captured as best
as possible in the targeted surveys.

COWM SSI ONER W LHELM  On that sane point,
on page 4, in the first full paragraph on the page
where you tal k about the database on conmunities
which, | think, is a wonderful idea, -- inny viewit
woul d be, along wth the national survey, perhaps the
nost inportant informational contributions that we
could make to, as Leo keeps rem nding us, the people
in local and state comunities who have to make these
deci sions because it would be information, as opposed
to argunent.

But | woul d nake the sane point about the
diversity of the types of ganbling operations. |In the
first full paragraph, in the second sentence, where
you say, "Thus the sanple would consist of perhaps as
many as 100 communities, depending on the cost,
divided into four groups: No |legal ganbling," which
certainly nmakes sense, and you can find those quickly
t hese days because there aren't very many of them --

DR. REUTER Not allowed to go to Al aska.



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

43

COM SSI ONER W LHELM  -- "lottery only;
|ottery plus parinutuel; and lottery plus casino.”
Again, there's different and nore scary kinds of
lotteries. There's all different kinds of casinos.
| would hope that in designing this diversity of
comunities -- and by tal king about as many as a
hundred, you've certainly got room-- those kinds of
consi derations would be taken into account.

DR. REUTER  Again, | certainly agree and
wi |l change the | anguage to reflect the fact that this
is aprelimnary listing and that there has to be
recognition that terns |like "casino" and "lottery"
cover a range and it may be that it's inportant to
make the distinction between lottery states which are
fairly passive in the types of ganes, if there are any
left -- 1 don't know -- and those that have very high,
sort of very quick turn-around ganmes and aggressively
pronote them

COWMWM SSI ONER W LHELM  Leo, | don't know
how you want to run this. | have a few nore questions
and comments. Should |I just keep going, or do you
want to --

COWM SSI ONER McCARTHY:  No. By all neans,
both of you, go ahead. This is --

COW SSI ONER W LHELM  Jim |
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COWMM SSI ONER DOBSON: Go ahead, John.

COWMM SSI ONER McCARTHY:  Bringing in the
dat abase conmunities was rel evant because it's
connected in the context you're raising it to the
targeted survey issue. SO --

COM SSI ONER W LHELM  Agai n, on the
targeted survey issue, Dr. Reuter, it makes conplete
sense to me with regard to the national survey that it
woul d be oriented toward ganbling behavior if, for no
ot her reason, than because of the nature of a nation-
w de sanple. If you try to get at econom c inpact,
you wouldn't find hardly any. It would be accidental
i f you found any.

But with regard to the targeted surveys,
| have this methodol ogical question: Mght it not be
possible to begin to get at sone of the economc
i npact issues in a targeted survey, as opposed to a
nati onal survey?

DR. REUTER  Well, precisely because
you're doing it -- you're collecting data on
i ndividuals, I don't know how you woul d pick up the
econom c inpact. And you --

COWM SSI ONER W LHELM Wl |, the targeted

surveys are going to be in ganbling --
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DR. REUTER: Conmmuni ti es.

COW SSI ONER W LHEL M -- comunities in

sone fashion

DR. REUTER  Well, | think I'm not being
very swft. | don't see, you know --
COWM SSI ONER W LHELM Wl |, let's take an

extrenme exanpl e

DR. KELLY: Do you nean a self-report of
cost related to ganbling?

COW SSI ONER WLHELM  No -- | wasn't
t hi nki ng so much of costs, although, now that you
mention it, yes. Certainly, you could approach costs
that way, it would seemto ne, but, also, things like
j obs or what's the perception of the inpact of casino
devel opnent or other kinds of ganbling devel opnent in
that community and on taxes, for exanple. | nean --

DR REUTER  Yes.

COWM SSI ONER W LHELM  As an exanple, if
you went next year and you took a targeted survey in
Biloxi, Mssissippi -- Biloxi, Mssissippi is a
relatively small community that now has this enornous
concentration of casinos -- well, | would think you
could find out at least as nuch information in a
targeted survey of people in Biloxi, Mssissippi about

the econom c inpact of that casino devel opnent as you
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coul d about the problem ganbling inpact. Couldn't
you?

DR. REUTER | would say that the economc
i npact you would want to get from aggregate data
because it is an aggregate phenonmenon and we have
pretty good neasures for that. Pathol ogical ganbling
is an individual phenonenon in as nmuch as it has
community effects that are very indirect and we can't
get themby summng well, let nme just stop there.

For the econom c inpacts, we have ot her
and nmuch finer indicators, rather than perceptions of
individuals. [If we have a sanple of 400 in Bil oxi,
and we don't know the extent to which that nakes -- we
can't extrapolate fromthat the performance of
Biloxi's | abor market. | nmean we wouldn't want to
estimate an unenploynment rate fromthis kind of
survey, whereas, for the pathol ogical ganbling, we're
really | ooking here to get information about the
i ndi vi dual behavi or of pathol ogi cal ganblers; that's
a principal purpose of that targeted survey.

COW SSI ONER W LHELM | ndi vi dual
behavi or, but, also, individual behavior as a function
of that community, too. Right? | nmean, in other
words, isn't a targeted study not only trying to find

out about, let's say, ny individual behavior if I'm
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one of the studi ed people, but, also, how many peopl e
like nme that are behaving that way proportionally in
the community?

DR. REUTER Ch, you're certainly correct
t hat one would get out of this, as the 1976 survey
did, an estimate for a particular area -- that was
Nevada; this mght be Biloxi and Menphis or sonewhere
el se -- you would get estimates and that woul d be very
inportant. You'd get estimates of the preval ence of
pat hol ogi cal ganbling in those communities. And
that's i ndeed one of the inportant reasons for doing
t his.

But in addition, you sinply get a |arger
yield and have a | arger database of pathol ogi cal
ganbl ers about whom you have information not rel ated
just to their ganbling behavior but to their famlies
and econom c situations.

|"mjust saying that it's not clear how we
get fromthat to a neasure of the econom c inpact of
ganbling on Biloxi, Mssissippi; that's where | think
the community database is the nore appropriate source.
Now, if this works out, the targeted surveys are going
to be covering a very snmall nunber of comunities; if
it's five, I would be surprised.

So we'll have five comunities that wll
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information fromthe individual surveys to add to
those five. But there will be just this tiny nunber
of conmmunities fromwhich we have that information
COWM SSI ONER W LHELM Wl |, then let ne
ask you the sane types of questions w thout repeating

t hem about the case studies that you refer to on page

4.

DR. REUTER  Sure. Yes.

COWM SSI ONER W LHELM  Again, it would
seemto ne that -- if you' re going to make a case

study of Biloxi, Mssissippi, in addition to finding
out the things that you're tal king about here about
wel fare case workers' experiences and | aw enf orcenent
officials' experiences and so on, why not find out
whet her, in fact, there has been a significant inpact
on jobs in the poorest part of Biloxi, just as an
exanpl e?

DR. REUTER  You're right: There is the
aggregate data that you get for all the communities in
t he database. But here, you nay actually be able to
get down to nore qualitative neasures, but sonething
like, "Howis this" -- "How has the distribution of
enpl oynent shifted,” in particular, to take your

exanpl e.
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COW SSIONER WLHELM O if people cone
of f wel fare.

DR. REUTER Right. |If people cone off
wel fare. And it mght be hard to pick that up from
any of the standard indicators, but --

COM SSI ONER W LHELM | think it woul d.

DR. REUTER  -- through interviews, we can
do that, right.

COW SSI ONER WLHELM O, just to use
anot her type of source in addition to saying welfare
wor kers and | awenforcenment officials, public health
peopl e m ght know whet her or not these newy created
j obs have health benefits and, if so, has that had
sone inpact on the Medicaid or welfare or health
issue. | nean, there are things like that that seem
to me to be just as discernible fromthat kind of case
study as the social and problem ganbling issues.

DR. REUTER Right. | did not flesh these
out in part because | didn't want to inply that | was
trying to provide a conplete list of all the things
that we studied. But | appreciate that |'ve probably
gone too much in the other direction, and --

COWM SSI ONER W LHELM | under st and.

As | indicated in the first Subcommttee

meeting where we were putting together, Jim our lists
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of all the questions that --

COWM SSI ONER DOBSON:  Ri ght .

COWM SSI ONER W LHELM  You know, | have no
resi stance whatsoever to all the social questions.

But | don't want the econom c issues to disappear in
conparison to the social questions. That's all.

DR KELLY: Could I nake a comment? | see
the point that you're raising, and | think it's very
valid. | would think in the case studies, for
i nstance, one could flesh in sone of the gaps not only
on the social side, but, perhaps, on the economc
side, as well.

DR REUTER  Yes.

DR KELLY: Wuldn't it ultimtely,

t hough, be driven by where those gaps are? So |

t hink, as we nove along, we will see what sort of data
we have to work with already based on sone of the data
sets we're working with. For instance, maybe we can
al ready answer to what extent people com ng off

wel fare is a factor that can be related to sone of the
econoni ¢ i npact.

COWM SSI ONER W LHELM  Maybe -- we' ve been
cautioned by R chard, Leo and others that comunity-
| evel economc data is not very good. | think you

made thi s observation
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DR. REUTER Well, yes. | certainly
reinforced it.

COWM SSI ONER W LHELM  So that was why |

t hought of trying to supplenment that with the surveys.

But you're quite right: To the extent it is
avai | abl e, we ought to, obviously, take advantage of
it.

DR KELLY: So it would be a matter of
basically identifying the gaps, both on the economc
side and the social side, and then trying to fill in

as best we can with these ot her nechani sns.

COW SSIONER DOBSON: Can | -- |'msorry.
COWMM SSI ONER McCARTHY: | just want to
make a general observation. |It's inpossible not to

| ook at all of these various studies and subtexts
proposed for research without trying to see what the
connection i s between them

John W/ hel m has been raising the point
that in the small nunber of case studies you do, we
shoul d i ncl ude econom c/job characteristics and job
movenent: More jobs, |ess jobs, everything to show
the econom c inpact, which is, of course, the other
side of the coin fromthe social probleminpacts.

| say that where ever we can do that, in

any of the information we end up authorizing, we need
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to add that because, when we get to the economc

i npact nodeling on Five, what you've said to us is
that it would be extrenely costly for the Conm ssion
to undertake its own econom c nodeling problem

Maybe one option is for us to do a synthesis
identifying the strengths and weaknesses of different
approaches that have al ready been taken by others.

| had the inpression from previous
conversations, though not with you, Dr. Reuter, that
the valuable research in this field is fairly limted.

DR. REUTER  Yes. Well, | struggled with
this issue when I worked for the Maryl and conm ssi on
and it was a nuch smaller scale.

But, you know, we had the duel of the
conpeting studies: Studies fromthe industry
sponsored by different parts, and we had a study from
two branches of the governnent. One, | have to say,
not di stinguishable fromthe industry and the other
one, | think, as a serious governnment study. They
came out with radically different findings as to the
econom ¢ i npact of casinos on Maryl and.

The issues were pretty easily identified
when you read the studies carefully, | nean, because
they conme out of the assunptions that are made. The

data that underlie this effort are not in great
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question in terns of how nmuch is spent at a casino by
pl ayers comng fromdifferent |ocations relative to
the casino, different distances fromthe casino.

It is very much how you use those data and
logically and analytically. This is a topic which has
attracted no witing by anybody that would be taken
seriously in the economc research comunity; | nean,
this is a very specialized sub-field which has,
basically, been a consulting area.

| believe that it is possible to nake a
substanti al advance, w thout having to do nmajor data

collection, by trying to engage sonebody of real

standing -- | think regional econom c devel opnent is
the right field -- and have them synt hesi ze the
l[iterature

Now, it's a nmuch narrower task: | nean,

why can't the NRC study be supplanted by this is a
much narrower task? Frankly, | don't think it's
really all that difficult, but I think we can get a
good deal of clarity related to this.

COW SSI ONER McCARTHY:  Dr. Dobson?

COWM SSI ONER DOBSON: | think, from
earlier discussions, you all know that | have great
skepticismand al nost suspicion of studies funded by

the industry, and for good reason. Wiy would they
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i ndustry? In the same way, | would be very suspi cious
of studies of the effect of tobacco on health by the

t obacco i ndustry, you know.

And if that is, as you say here, the large
percentage of what's available in that they are
advocacy related, I'mnot going to put a |ot of
confidence in that no matter how you massage the dat a.

DR. REUTER It's -- could | nmake a point?
That it's -- because this battle has been played out
over a nunber of years and a nunber of -- in front of
a nunber of state bodies, and there are the sorts of
count er-studi es done by advocacy groups on the other
side or, occasionally, by a disinterested governnent
agency -- and those governnent agencies are not --
obvi ously, are not disinterested -- a |lot of the
underlying detail ed data have becone entered into the
public record.

And | don't think that the claimis that
the industry is msrepresenting these descriptive
data; it's how they use those descriptive data that is
where the advocacy cones in. And, you know, | could
be wong, but I'mnoderately confident that that's an
accurate statenent.

COW SSI ONER DOBSON: Wl l, | guess ny
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comment reflects a broader bias that | think |I've
admtted before, but | spent ten years in research and
" mvery suspicious of it, even when your intent is
right.

DR. REUTER  Yes.

COMM SSI ONER DOBSON:  Error is everywhere
Bi as creeps in. Methodol ogical problens affect the
outcone. And, at best, it has got to be taken with a
grain of salt. Then, when it is nostly old, before
this spread of Kudzu across the country, |ike ganbling
has done --

DR. REUTER  Yes.

COWM SSI ONER DOBSON:  It's in the |ocal
communities, instead of off in the desert or in
Atlantic Gty or what have you. | just don't think
we're going to find very nuch there.

Thank you for your contribution, Dr.
Dobson.

COW SSI ONER McCARTHY:  Wherever we ask
the questions trying to glean infornmation, what we're
trying to end up with at the end of our research is an
under st andi ng of the inpact of various forns of
ganbling on the individual, on the famly and, in a
| arger sense, on the community.

" mthinking of what affects the public
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di al ogue. Two, three, four, five, six, seven or eight
years fromnow, those state and local officials wll
cone at this information with different viewpoints.
Alot of themw Il want to know what the inpact is on
i ndividuals and on the famly. A lot of themwl|
only look at it in terns of howit inpacts the
community economcally. O if a case is made that
it's costing the governnment a great deal forns, they'd
be interested in that.

Now, wherever we ask these questions in
the research, what we're tal king about here, at the
end of all that, we need to be able to give useful
information to tens of thousands of state and | ocal
officials and, to the public at large who wll want to
engage in this dialogue. Indeed, to the nedia, the
five percent of the nedia who will take the trouble to
read the research that's done on this, so that.

DR. REUTER Al right. | nean --

COWM SSI ONER McCARTHY:  Dr. Dobson's point
is avalid one. W need to be confident that there's
enough good research out there that's independent in
nature and can be judged objecti ve.

DR. REUTER M. WIlhelm before you
comment, | hope this is responsive.

Coul d we suggest a two-stage process in
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which, initially, we actually engage a serious

econom st, not just sonmeone with a degree from 20
years ago, to briefly look at the literature, engage
in a dial ogue about how woul d one nove forward on this
and get fromthat person, in a brief period of tinme --
a few weeks -- an assessnent of what could be done
here that woul d substantially inprove our
under st andi ng of the --

COWM SSI ONER DOBSON: | like that.

COWM SSI ONER McCARTHY:  That woul d be very
hel pful .

DR. KELLY: That nakes sense.

COW SSI ONER WLHELM | think that's an
excel l ent suggestion. As you' ve indicated already in
your text, Dr. Reuter, to the extent that person can
be a person of considerable stature and reputation and
objectivity and credibility, I think it would be
hel pful to all of us.

| don't disagree with part of what Jim
said at the outset of those comrents about, you know,
data that -- or studies that come fromthe ganbling
industry. In ny own professional occupation, | am
regularly presented with studies by the ganbling
i ndustry that show that they never have nade any

nmoney, they don't presently nmake any noney and they
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never w ||l nmake any noney, as the reason for why | abor
contracts should be settled for gifts fromthe

enpl oyees to the industry, rather than the other way
ar ound.

On the other hand, |'ve consistently found
that on those occasi ons when, either through
persuasi on and an interest in dialogue or through
conpul si on because there's the | abor |aw anal og of a
subpoena, we can actually get the data as
di stingui shed fromthe interpretations of the data, if
you will, Jim then we can generally get at a pretty
good approxi mati on of the truth.

| think the suggestion that you just nmade
is a very good one. | think it's critically
i nportant.

The way | listen to the ternms of the
debate about the growh of ganbling -- and | realize
this is highly over-sinplified. But, in many ways, in
communities, it seens to cone down to people saying,
"Well, if we expand ganbling opportunities in this
community or this state, there are going to be sone
negative inpacts in terns of social problens and
pat hol ogi cal ganbling and so on."

| don't think anybody seriously says, "No,

none of that ever happens,"” when one of these debates
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occurs. But, rather, there's the argunent nade that,
"Yes, but that's bal anced by," a bunch of stuff, which
usual ly comes down to taxes and jobs.

Then , of course, the response to that is,
"Yes, but that's really" --. There are those for
whom t he benefits are really m sl eading, either
because the societal and governnental costs of dealing
wi th probl em ganbling overwhel mthe presumed benefits,
and/ or because the jobs are not real in the sense of
t he substitution argunent.

| nyself have never gotten ny arns around
the substitution argunment because the substitution
argunent, it appears to ne, assunes that there are
al ways a certain nunber of jobs in the universe, sort
of like a certain anount of water |evel.

But, anyway, you point out in this section
on econom ¢ i npact nodeling the substitute issue and
the other issue which is always argued about, which is
the multiplier issue. | mean it's not so hard for ne
to say that a casino hotel of a given nature appealing
to a given market of a given size wll have 5,000
jobs. But then, of course, the proponents claim "But
there's this multiplier effect; So it's not really
5,000 jobs; It's, you know' --

DR. REUTER: Fi fteen?
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COW SSI ONER W LHELM  -- "15, 000 j obs, "
or, "47,000 jobs," or whatever.

So, in order to informthe conmmunities and
states, sone how or another, we have got to get at the
econom c issue generally and, in particular, the
substitution question and the nmultiplier question. To
the extent that your suggestion in the text, anplified
by the suggestion you just made, is ainmed at starting
to get a handl e on whether or not we can get at those
issues, | think it's critically inmportant and nekes a
great deal of sense.

COW SSI ONER McCARTHY:  Ckay.

COVMM SSI ONER DOBSON:  Can | rai se anot her
i ssue?

COW SSI ONER McCARTHY:  Yes.

COVMM SSI ONER DOBSON: | really haven't
gotten closure yet on the second point that | nade
with regard to obtaining information fromthe
i ndustry.

If we are going to essentially leave this
statenent here that makes it kind of a cooperative
thing or even rewite it to say, "W wll respect the
rights of individuals,” which I think John is
absol utely correct about, there should, | think, be a

section, unless you can show ne that it's already
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here -- and whether this is a subset of targeted
surveys or not, |I'mnot sure. But there should be a
section that indicates that we plan to ask the
ganbling industry for information -- statistical
information relevant to probl em and pat hol ogi cal
ganbl i ng.

Have we said that specifically here?

DR. REUTER  Very briefly, at the bottom
of page 5, there is an alnost elliptic statenent, "The
third streamof research is,"” such and such. | really
don't go on to say what's there. But, in sone ways,
that was a pl ace-hol der for exactly what you said.

The only substantive things | say are in the paragraph
on top of the next page.

Both the |l egislation and the subcomm ttees
on in prelimnary sorts of questions raised this issue
on the advertising practices, which was sonethi ng of
great concern not just with respect to casinos but,
al so, with respect to lotteries.

COWM SSI ONER DOBSON:  Coul d t hat be
strengthened with regard to pathol ogi cal and probl em
ganbling, as well?

DR. REUTER Do you nean the -- that
the --

COW SSI ONER DOBSON:  That this --
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DR. REUTER  Strengthen the notion that we
woul d get -- that the Conm ssion would obtain fromthe
i ndustry rel evant data?

COVMM SSI ONER DOBSON:  That's right.

DR REUTER O course, | wll reflect the
Subcomm ttee's desire. You see, it's not easy. Once
one sort of accepted this privacy limt of getting
access to individual records, it's hard then to know
what one can get fromthe casinos beyond the

statistical data.

COWM SSI ONER DOBSON:  And | nmeant -- |I'm
sorry. | interrupted you
DR. REUTER  That -- no, no. -- beyond

the statistical data that bears on pathol ogi ca
ganbling. That's why this view about the privacy
issue is really a critical one. | think, at that
point, the industry beconmes of very limted interest
as a source -- potential as a source of data on

pat hol ogi cal ganbl i ng.

COMM SSI ONER DOBSON:  This is sonething |
would like to consult with ny own attorney about at
break tinme, or what have you. But ny understanding --
and | agree conpletely, as |I've said, with JohN, that
we can't identify individuals and go interview them

and invade their privacy. That doesn't seemright to
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But was it not understood in the statute
that we were going to be requesting, or we had the
right to request confidential information and deal
with that in a confidential manner? Everything that's
confidential is not off limts to this Conm ssion.

COW SSI ONER McCARTHY: | think we need to
adj ust our thinking sonewhat, Jim \What |'ve thought
of so far -- and there's no reason we can't think of
what you're now i ntroducing. But what |'ve thought of
so far is that when we tal k about subpoenas, that's in
connection with the public hearings that we woul d be
hol di ng around the country.

And | think I've been assum ng that we do
have the right to obtain data to discuss at public
hearings. Now, what | don't know yet is what kinds of
information fromthe industry are vital to our
research plan. And this is very brief, and | don't
know t hat --

COWM SSI ONER McCARTHY:  -- you' ve given
this much thought?

DR. REUTER |'ve given it thought but |
haven't solved it.

COW SSI ONER McCARTHY:  Yes.

COWM SSI ONER W LHELM  Procedural ly, M.
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Chairman, it would seemto ne and | may be m ssing
part of your point, Jim

But it would seemto ne that the next step
here -- and | think this is covered in the cover neno
fromDr. Reuter and Dr. Kelly -- is, "Ckay; If the
Subcomm ttee agrees to recommend to the Comm ssion as
a whole that this is what it is we're going to
research?," | believe the next part of what they were
going to do was to say, "Ckay. How are we going to
research,"” and then there would be an RFP procedures.

| would think that if one of the
researchers that we select to do this, whoever that
m ght be, says, "Well, the Comm ssion has instructed
us to get at X factor; The only way we can see to get
at X factor is for the Conm ssion to make an
i nformation request of the industry followed, if
necessary, by a subpoena,” | would think that,
procedurally, that's when you would get to that.

| certainly would not rule out the
possibility that a researcher m ght say to us,
"Listen, we need the follow ng kind of information
fromthe industry.” Dr. Reuter nade the observation
at our last neeting on an entirely different
subject -- and that is job quality -- that the

i ndustry may be the only source of that information.
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But | would think that rather than try to
figure that out today, we would need our researchers,

who ever we ultimately select, to say to us, "This is

what we need, and we don't know where else to get it,"

or not even that, but, "This is the best source for it
-- the industry."

COWM SSI ONER DOBSON: | think that --

COW SSI ONER W LHELM  Then the | aw, as
you know, authorizes the Conm ssion to nake an
information request followed, if the Comm ssioners
j udge, by a subpoena.

COWM SSI ONER DOBSON: | don't think we
have to be terribly specific on exactly what we're
going to ask for, but I would like a statenent in our
prospectus here that indicates that's a source of

information that we're going for.

COWM SSI ONER W LHELM | woul d agree with
t hat .

COWM SSI ONER DOBSON:  It's ny
understanding -- and | don't have a | ot of know edge

of this, but it's my understanding that sonme of the
casinos -- one in particular has gathered exhaustive
data on who ganbl es and under what circunstances and
wi th what kinds of ganmes and so on. That m ght be

very relevant to who is addi cted and how t hey get that
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way.

COWM SSI ONER W LHELM It m ght well.

COWM SSI ONER McCARTHY: | think the
Committee's feeling unani nous about this.

DR. REUTER  Yes.

COWMM SSI ONER McCARTHY: It ought to be
made clear to any of those who we authorize to do
research -- we being the Comm ssion, ultimately. Wen
the Chair, hopefully, consulting with this
Subconm ttee nmenbership, starts doing the picking of
researchers -- they need to be told that if the data
they need to conplete the defined research task can
only be obtained fromthe industry, then they shoul d
item ze what questions need to be asked.

We'll go fromthere in figuring out
whet her we i ssue subpoenas or sinply ask for the
data --

DR KELLY: My | --

COW SSI ONER McCARTHY:  -- and sit down in
conversations with the appropriate industry executives
in sessions that -- we'd have to ask for agreenent to
have themrecorded -- or whatever is needed.

DR, KELLY: Could I --

COW SSI ONER McCARTHY:  Yes.

DR KELLY: Could I try to restate sone of
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this because -- | think it has conme together rather
nicely, and I just want to nmake sure we're grasping
that accurately and wll reflect it in the revised
docunent .

W' ve got sort of a content and a process
issue. On the content side, | think what Dr. Reuter
and, al so, Conm ssioner WI hel mhave pointed out is we
don't know yet necessarily what specific data requests
may or may not be needed. So we aren't at the point
at which we can identify exactly all the data requests
that nay be needed to guide the deliberations of the
Comm ssi on.

But, having said that, on the process
side -- and | think that's what Dr. Dobson is pointing
to -- we have to be careful not to say anything that
m ght inadvertently close a door that was explicitly
given to the Conm ssion.

COW SSI ONER McCARTHY: That's it.

DR KELLY: -- and that is to get the
necessary data --

COWM SSI ONER McCARTHY:  That's what |'m
trying to say.

DR KELLY: -- by requesting it in a
col | aborative manner, certainly, and, if that's not

sufficient then, if need be, going up to and including
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usi ng subpoena power. But we need to be careful to
make that process clear --

COW SSI ONER McCARTHY:  Ri ght .

DR KELLY: -- where ever it's relevant
t hroughout the docunent. That we can do.

COW SSI ONER McCARTHY: Al right. Well,
| think we have the substance of it. Wy don't you
gent| enmen put the | anguage together?

DR KELLY: Yes.

COWM SSI ONER McCARTHY: W'l |l take a | ook
at it next week.

DR. KELLY: Oxay.

COW SSI ONER WLHELM  May | comment ? |
agree with that and don't wish to further qualify it,
but | want to add sonething to it that's occasi oned by
the | ast sentence on page 5, which says, "Little is
avai l able for tribal casinos, but the Comm ssion may
want to pursue such data."”

| would rather strenuously disagree with
the construction of that sentence, and the reason is
that, as | suggested before in these Subcommittee
meetings, | think it's nyopic in the extrenme to think
that this Comm ssion could exam ne any of the issues
that it has been charged to examne -- and |I' m not

suggesting that this was your intent, Dr. Reuter.



