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CHAl RMAN JAMES: M. Coner?

MR. COVER  Good norning. Thank you for inviting ne
to address this commssion. M nane is Steve Coner and | amthe
partner in charge of Arthur Andersen's Las Vegas office. Arthur
Andersen is a global nulti-disciplinary professional services
organi zation with over 50,000 enpl oyees |ocated in 78 countries.

Art hur Andersen provides services to a diverse client
base including the casino gam ng industry. | have been invol ved
in providing services to the casino gamng industry for over 20
years.

Arthur Andersen has prepared a nunber of studies
relating to the economic inpact of gamng at both the nationa
and local level and | have been involved with a nunber of those
studies -- two studies prepared for the Anerican Gam ng
Association relating to the econom c inpacts of casino gamng in
the United States.

One is titled Economic Inpacts of Casino Gaming in
the United States, Volume 1, Mcrostudy, which addresses the
overall inpacts of casino gaming in the United States. The other
is titled Econom c Inpacts of Casino Gaming in the United States,
Vol une 2, M crostudy, which addresses econom c inpacts of casino

gam ng on three geographically diverse communities in the United

St at es.

In fact, one of those comunities was Biloxi-
Qul f port. You have been provided with copies of both of these
reports. Time limtations preclude a discussion of the entire
reports.

| would like to point out that the rmacro-study

i ncl udes a di scussion of the size and grom h of the casino gam ng
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i ndustry, jobs and wages, taxes paid, capital investnents,
conparisons to other industries, and a |engthy discussion of the
United States econony and how gaming fits into that econony.
That study did not include Native Anerican casi no gam ng.

The focus of ny presentation today is conments
regarding jobs casino gamng creates and their inpact on the
United States econony. Most of this information is drawn from
the studi es you' ve been provided.

| wll also address the overl ooked econom c inpacts
of casino gamng, including one that Bill nentioned here, and
provide a brief discussion of certain aspects of the social costs
and benefits of gam ng. You have a booklet that follows ny
prepared renarKks.

Qur gamng -- our econony grows because it creates

good payi ng jobs for people who spend noney on goods and services

they desire. Good paying jobs are the econom c engine that
drives any econony. Americans constantly strive for better
payi ng j obs.

Consuners that have the ability to, and who do spend
noney on goods and services they desire, form the demand for
goods and services produced by the jobholder. They are both an
integral part of a circle that drives economc growh. Jobs
equal s spending equals nore jobs equals nore spending equals
econoni ¢ grow h.

How does the gamng industry neasure up when
di scussing jobs and job creation? The casino gam ng industry
directly enploys nore than 325,000 people in the United States
with aggregate wages in excess of $8 billion. This does not

i nclude the people that support the industry, its enployees and
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direct enploynent which would al so nunber approxinmately the sane
anmount .

The <casino gamng industry is a very efficient
creator of jobs with the revenues its received. This is because
| abor is the |argest conponent of the cost structure of a casino
gam ng conpany. Direct |abor alone accounts for approximtely 32
percent of casino gam ng conpanies' revenues, and that conpares
to retail industry's 15 percent.

That neans that twice as many jobs are created per
dollar of revenue. Job creation per dollar of revenue is greater
than many manufacturers. |In fact, it is greater than nany other
i ndustries such as soft drinks, cellular phones and cable
syst ens.

The casino gaming industry creates well paying jobs.
It matched the national average of approximtely $26, 000 in 1995.
An inportant aspect of the casino gam ng industry's conpensation
programis that nost enpl oyees are covered by health plans.

This conpares with approximately 40 mllion Amrericans
not covered by health plans according to the United States
Congressi onal Budget Ofice and a |arge nunber of those people
are enpl oyed. Jobs performed by casino gam ng industry enpl oyees
are no different than a | arge nunber of other jobs throughout the
United States.

A great nunber need to utilize conputers. Exanpl es
are pit personnel, housekeepers and warehousenen. Cust oner
service and people interaction are required for a great nunber of
the jobs. These are learned skills and are transferable to other

i ndustri es.
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The industry also provides a l|large nunber of entry
| evel jobs and jobs that can be performed by individuals who do
not have coll ege degrees. And these people progress in casino
gam ng conpanies and are wel |l paid.

The casino gam ng industry and its 325,000 enpl oyees
are part of the recreation, travel and entertainnent industry.
One could argue that recreation and entertainnment are non-
necessities and that they are just substitutes for sonething
el se.

If this is the case, there are tens of mllions of
jobs held by Americans that are in industries that are non-
necessities or substitutes -- enployees of the notion picture and
television industry, theme  parks, resort hot el i ndustry
enpl oyees, anybody connected to golf, sport fishing, bowing,
whet her they're manufacturing a bowing ball or service job

connected to those industries.

In fact, there are a relatively snmall nunber of
necessity | obs. Clothing is a necessity but walk through any
retail shopping mall in the United States and | ook at how much

clothing is available that is designer or fashion clothing. How
much designer clothing is necessity?

Jobs related to these itens, whether they are sales
clerks or manufacturing enployees, are non-necessities. But
these non-necessities are substitutes, such as entertainment,
travel and recreation, are critical to the nation's econony.
These expenditures keep our economny grow ng.

A graph that's included in our report and al so in our

handout on page 13 indicates growh over time in Goss Donestic
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Product neasured in constant dollars, both in total and on a per
capita basis. It indicates growh since 1929.

G owm h Donestic Product neasures the value of goods
and services produced within the value -- within the boundaries
of this country. The graph clearly indicates substantial
econom c grow h, both in aggregate and on a per capita basis.

G owmh in aggregate and per capita, based then on a
per capita basis, from 1970 to 1993, which was the period
studied, were 86 percent and 46 percent, respectively, or 2.6
percent and 1.6 percent per annum again, respectively.

The next chart which relates to this, also in our
report and on a handout on page 14, indicates how personal
consunption expenditures have changed over the sane period from
1970 to 1993. Personal consunption expenditures make up 69
percent of the United States expenditures.

On an aggregate basis and a per capita basis neasured
in constant dollars, expenditures for food and housing have
grown, but as a percent of total spending they' ve decreased.
Recreati on expenditures have been the fastest grow ng conponent
of our econony.

They've grown from 5 percent of consunpti on

expenditures to 9 percent of consunption expenditures. In
constant dollars, that is $200 billion over that period. Thi s
isn't by accident. Qur econony is not fixed. It continues to
gr ow.

As Anericans becone nore affluent, they earn nore
they need to spend their noney on activities other than
necessities. |If they don't, our econonmy will not grow over the

long term
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Gamng 1is not responsible for this change or
phenonenon. Gamng is a small conponent of total recreation in
understanding growh in the United States. Bet ween 1990 and
1993, gamng's explosive growh was only 5 percent of total
recreation growh in the United States. Prior to that it was
| ess.

The economic reality is that growh and aggregate
demand in jobs are crucial to economc growh. Recreat i on,
travel and entertainnent are creating new jobs and are critical
to continued economc gromh in the United States.

Gaming's jobs inpact on the econony is no different
than tens of nillions of other jobs in our econony. They
contribute to new jobs and increasing demand for recreation.
WAge earner incone is re-spent on goods and services, which
contribute to further increases in wage earner incone.

A conmment about substitution: there is little true
strict substitution with respect to casino gan ng. Strict
substitution would relate to |ike product. It is true that
consuners constantly reallocate their expenditures.

We have products and services available today that
did not exist ten years ago. I ndustries rise and others recede
as consuners decide where they want to spend their noney.
Frankly, this is why our econonmy works so well. Consumers decide
what is the best value for them

By constantly challenging providers of goods and
services, consunmers push the creation of better products and
services. Reallocation of expenditures is a driver for econonmc
grow h. Reallocation of expenditures drives reallocation of jobs

whi ch drives econom c grow h.
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There are a nunber of overl ooked econom c inpacts of
gamng. One of those is that gaming brings in substantial noney
from outside the United States -- from Europe, Canada, Central
Anmerica and South America.

The nost recent Las Vegas visitors study prepared by
GLS Research indicates 19 percent of visitors were from outside
the United States. This is only one of a nunber of gamng
jurisdictions that attracts foreign tourists.

Direct contributions of foreign tourists to casino
gam ng industry revenues have been estimated by Arthur Andersen
to be in excess of $2 billion. That is close to 10 percent of
total casino industry gam ng revenues.

That does not include the other expenditures these
individuals make in the United States such as the purchase of
airline tickets, other transportation and |odging costs getting
to and from gamng centers, other food and entertainnment
expenditures, and all the retail expenditures these individuals
make in the United States.

These additional expenditures are substantial. The
dol I ar inpact of foreign tourists to our econony is no different
t han export doll ars.

Rei nvestment and investnment by the casino gam ng
industry in our econony is also overlooked and m sunderstood.
Bet ween 1993 and 1995, the period we study, the nmajor casino
gam ng conpanies invested four times their total inconme in
bui l di ng, land and equi pnent. That is four times their incone
was invested in jobs in the United States.

Al t hough our study did not cover the |atest year, it

is clear that this trend has continued. Substantial growth here
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in Biloxi is an exanple. These expenditures have created a
substantial nunber of construction and construction related jobs
for Americans.

The econom c inpact of social benefits and cost of
casi no gam ng are another area of consideration. The inpacts are
direct, indirect, subtle and extrenely hard to neasure. The
first task is to identify both benefits and cost.

Benefits that are neasurable include job creation for
peopl e on public assistance. In the areas we studied, it's clear
that the public assistance rolls have decreased due to jobs
created by the gam ng industry.

In fact, in southern Mssissippi's Harrison County,
the average nunber of Ad for Dependent Children benefit
recipients decreased by 32 percent and food stanp benefit
reci pients decreased by 16 percent when conparing 1996 to pre-
casi no conditions.

Soci al benefits of a job on famly nenbers,
especially on famlies on public assistance, can be substantial.
Chil dren of wage earners are far nore likely to have a job and be
contributing nmenbers of society if they come froma famly with a
j ob.

How do we neasure this and what about the social
benefits of health care insurance for enployees and their famly?
The casino gam ng industry provides these benefits for their
enpl oyees.

Do we neasure the direct cost of the public not
having to pay for these costs? What's the econom c benefit of an

expectant nother having prenatal care? Wat's the economc
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benefit of a healthy child? Gamng dollars are also paying for
education. Aren't those a good neasure of social benefit?

Conpul sive ganbling. Certainly those people that are
i npacted by conpulsive behavior afflictions of any type are

negatively inpacted. Wat are the costs? They are part of the

equat i on.

Any discussion of social costs needs to consider
soci al benefits, which are nmany. The industry and governnent
need to address problem gam ng. But | believe that if we were

able to neasure just economc inpact of the social costs and
benefits of gaming, that the inpact of this alone would nost
likely be positive.

I n summary, national econom c prosperity is driven by
good paying job creation. The casino gaming industry is an
efficient creator of good paying jobs, jobs that are no different
than tens of mllions of other jobs held by everyday Anericans in
the recreation, travel and entertai nment segment of our econony.
They are a crucial and positive part of the national econony.
Thank you.

CHAI RVAN JAMES: M. Comer, | just have one point of
clarification in your testinony.

MR. COMER:  Sure.

CHAI RVAN  JAMES: Wien you were |listing the non-
essential job industries, and you listed golf in there, and I
want to remnd you that you are, indeed, under oath and ny
husband has convinced nme that golf is absolutely essential and
should not be listed in that category, and | want to get you on

the record before | go back hone.
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MR. COVER well, maybe | take that back. I would
like to, because | do have a few mnutes, to address a coupl e of
Bill's coments and we can address them |l ater, too.

One is a coment related to exports and there was a
question in the letter that was sent to us related to exports.
Now, one is, is that the gamng industry does have a |ot of
foreign conponent revenues which is very inportant, but it's
i nportant for grow h.

If one looks at the world, the world' s econony has
growmn over the last 200 years yet we are not exporting, as of
yet, any of our products to anybody else in the solar system and
that's because jobs can create jobs. That's what happens in
America. That's why our econony works so well.

Wth respect to the econony -- and | think that that
denonstrates that the econony is not fixed.

COW SSI ONER LEONE: Excuse ne a mnute.

CHAI RVAN JAMES: Absol utely.

COWM SSI ONER LEONE: Do we have an exchange here?

CHAI RVAN JAMES: You certainly can.

COWMM SSI ONER  LEONE: There's an aspect of your
testinmony -- and you'll forgive ne; | used to teach so | probably
will -- 1 don't nmean to inpose a conventional framework. | think

econonm cs needs heretics and we need to be shaken up and
reconsi der things.

But there's a -- you tal ked about how many -- how, as
a positive, the fact that ganbling had twice as nmany workers per
dollars as, say, retailing. And you tal ked in another context
about the decline and the share of a famly's dollar that went

for food.
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O course you're famliar with productivity and of
course you know that that economc growh, the term you're
throw ng around, is driven, anong other things, but and very
i nportantly, by productivity increases.

You know that growh has slowed down in the United
States in two inportant periods including the 1973 to present
period and you know that one of the nmjor reasons attributed to
that is low productivity grow h. And you know that |[|abor
productivity is conventionally neasured as output per worker
dol Il ar, production per worker.

It would be an odd thing to make the argunent that
sormet hing that requires nore workers per dollar of output adds to
growh relative to something that requires |ess workers per
dol | ar of out put.

In other words, sonething that has |less |abor

productivity is novenent into sonething that has |ess |abor

productivity produces nore -- produces economc growh and
that some -- | nean, I'mall for good jobs and God knows -- well
paying jobs but it still would be an unconventional econonic

analysis to hold up as an argunment that parti cul ar busi ness,
whatever it is, produces growh that it had a |lot of workers per
dol | ar of out put.

That woul d be standi ng conventional economcs on its
head. Maybe it should be stood on its head but it is still an
unusual approach and | wondered how you arrived at that
concl usi on about econom ¢ grow h.

MR,  COMVER: I think that with respect to economc
growh and the nunber of jobs that productivity has to be

determned by the consuners that buy that product. And if |
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happen to buy a product that has nore of a |abor conponent,
because that has nore utility to ne, then, in fact, that is
i ncreasing productivity because that's what happens every day.

| nmean, if one, in fact, |ooks at the way our econony
has grown, people constantly are pushing producers to create
goods that they want to buy and the consunmer ultimately is the
one that decides what is productive and what is not productive.

If | have sonebody who's very efficient at creating
buggy whips, that isn't productivity because the consuners don't
want to buy buggy whips. So even though the | abor conponent --

COW SSI ONER LEONE: Let ne -- before -- let's not --
let's be serious about this.

MR, COMER: No. | am being serious about this, sir.

COW SSI ONER LEONE: Suppose you had two economi es

One econony required ten mllion workers to produce a billion
dollars of output and another econony required five mllion
workers to produce ten billion dollars of output. Which wuld be

nore efficient and productive and which one would be nore likely
to have econom c grow h?

MR. COVER: That was ny point, is that it depends on

what the --
COMW SSIONER LEONE: | don't -- frankly --
MR. COMER: -- consuner wants to buy.
COW SSI ONER LEONE: -- it doesn't make any sense to

say you can't wuse utility and productivity as synonyns; they're
not . | nmean, these are real words that really nean things, and
either we're tal king about productivity and gromh or we're not.

Are we tal king about utility and satisfaction? W can be talking
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about other kinds of preferences. W're talking about demand in
t hat case.

But even if the denmand were very high for sonething,
producing it at the |owest possible cost nost efficiently would
be the best thing for the econony. It wouldn't be -- you can't
m x those two concepts up.

|'"'m not arguing whether ganbling is good for the
econony or bad for the econony. |I'msinply saying if you want to
make the argunent that it's good for the econony, you can't nake
the argunent that it's good for the econony because it requires a
ot of workers per dollar of output. That's not a growh
argunent .

MR. COMER: | understand your comment, sir.

COW SSI ONER LEONE: Growm h is the other way around.

MR. COVER I understand your coment and all |I'm
saying is that | don't agree with it. Another exanple would be

if a retail store, if they have less people that are working

there but if they're selling a foreign good, in fact, they
haven't hel ped our econony as much. So again, you have that
guestion of -- related to efficiency.

CHAI RVAN JAMES:  Conmmi ssi oner W1 hel m

COW SSI ONER W LHELM If we're going to get into
this now, that's fine. | didn't know if we were going to hear
from--

CHAl RVAN JAMES: We are but | also don't want to cut
of f a good di scussi on.

COW SSI ONER W LHELM I, wunlike ny colleague,
Conmi ssioner Leone, | do not have economics training which is

ei ther a disadvantage or an advantage, depending on how you | ook
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at it. | appreciate, Professor Thonpson, your conments about job
training, in Las Vegas in particular.

Qur union and nost of the nmajor enployers in Las
Vegas are engaged in a cooperative job training program which
you may be aware, which is paid for by the industry, which |I hope
the comm ssioners have an opportunity to visit when we're in Las
Vegas.

And | appreciate your nentioning the fact that the
jobs in the gamng industry, particularly if they go to people
who didn't have jobs before or who had | ousy jobs before, are, as
you put it, a positive externality, but I'mextrenely troubled by
this -- and again, | lack economc training so | nmay be m ssing
the point here -- by this concept that -- which you call the
break even analysis, which | would call a sort of zero sum way of
| ooking at the econony, that if a job is created in the ganbling
industry that it's irrelevant because it canme from-- you know,
sonme ot her job was probably elimnated.

First of all, I'm troubled by the notion that we
should | ook at our economy as though it's frozen in tine. I
believe, and it may be sinplistic, that both individuals and
organi zati ons and our whole society is either noving forward or
i's noving backward.

| don't think there's any such thing as being frozen
in time because if you follow the logic of the break even
anal ysi s, nobody would ever bother to try to create a job, and
then, of course, we'd nove backwards in a global econony. W'd
have fewer jobs. |It's not as though all the jobs that are there

now woul d stay there forever
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And noreover, | think that that analysis ignores
what's going on in this society. W're becomng a service
econony and we have to learn, in ny view, how to nmake service
j obs decent jobs. W have to |earn how to make service jobs jobs
that people can live on and have good health benefits and good
retirement benefits.

And we have a crisis, | think, in this country and |
think the crisis is that nore and nore people are getting poorer,
objectively speaking, and there's a small mnority of our
popul ation that's getting a lot richer, and a mddle class, as
we've defined it in a post-Wrld War Il era, is getting smaller.

And if we continue that trend, | think we're going to
be in real trouble. So |I think that denonstrated ability of the
gam ng industry, particularly but not exclusively where it's
union, to create good jobs with good benefits is sonething that's
positive even if you accept the argunment, which | don't in full,
that those jobs are created at the expense of sone other jobs
sonepl ace el se.

| mean, let's be very concrete about this. Suppose
that sonme people decide to go ganble in Las Vegas or sonepl ace
el se instead of buying personal conputers. Well, the personal
conputers are probably manufactured either in a foreign country
or by people who are the un-tal ked about underbelly of Silicon
Val | ey, people who work for m ninmumwage with no benefits.

So the real -- the only result, | believe, that
matters of people buying a few | ess personal conputers, is that
Bill Gates nakes a few |l ess bucks. And if that creates sonme good
jobs for people who didn't have a job in Las Vegas or sonepl ace

el se, that's not a wash
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And | think that your -- if sonmebody ganbles and so
they don't buy a Lexus or a Toyota and sone good jobs are created
for people, that's not a wash.
DR. THOWSON. Can | respond?
COW SSI ONER W LHELM So | think this break even

analysis is basically, to put it politely, off the mark.

DR. THOWSON. Ckay. |I'll respond -- | neant --
CHAI RVAN JAMES: |'"'m going to ask you to hold your
response. John, | was hoping that mybe your coment was a

little on point to the question about the definition of utility
t here.

DR. THOWSON: 1'Il hold ny response because |'d |ike
to cone back to this.

CHAI RVAN JAMES: Absol utely, and | hope you will --
is to go onto --

DR. THOWSON: Ckay. To that direct point.

CHAI RMAN JAMES: -- Dr. Ryan and then cone back and

then continue -- engage in this discussion.
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