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Nevada feared that corruption could emerge elsewhere because other jurisdictions
did not have the experienee to properly regulate casinos.

The state’s leaders were especially fearful that Indian reservations would let
organized criminals take over their gaming. Indians began running large-scale
bingo halls in the early eighties, and some of the reservations were starting to offer
casino games as well, Federal courts affirmed the Indians’ right to offer gambling
without state regulatory control. This was unacceptable to Nevada’s gaming estab-
lishment. Therefore, Nevada led the rush to Washington, D.C. demanding that there
be federal regulation of gambling—Indian gambling that is. With Nevada's strong
support the Indian Gaming Regulatory Act of 1988 was passed.

Nevada had led the way with the call for federal regulation of Indian gaming.
Also, Nevada had not opposed the notion that the federal government would be
regulating its gaming companies, through the Security and Exchange Commission,
when corporations were permitted to be licensed after 1969. Moreover, the state's
leaders in Congress were happy to support a federal ban on sports betting in almost
all other states. But this was gaming in the hands of others.

A National Study Is Authorized:
Against The Silver State’s Desires

Nevada interests were able to defeat Clinton’s 4 percent tax plan, and then they
went after Frank Wol{’s plans for a national commission. Here they were less
successful—but they were not totally unsuccessful. The bill to create the commis-
sion was substantially changed from the bill Wolf wanted. The National Gambling
Impact Study Commission was charged with investigating impacts of ali gaming,
while Wolf had wished to target casine gaming only. The Commission was denied
wide ranging subpoena powers, while Wolf had desired that the commission be able
t0 subpoena casino files and data on players,

The casino interests also negotiated a selection process that aliowed them to
have a major voice on the panel. The President, the Speaker of the House, and the
majority leader of the Senate each appointed three commissioners. The two con-
gressional leaders each allowed minority party leaders in their chambers to select
one of his three appointments. The commission ended up as a bipartisan group with
both vocal anti-gambling advoeates and commissioners who were close to the casino
industry.

Two strong voices against gambling won appointment. James Daobson serves as
the president of a religious-right organization, while Kay James has been a dean at
religious-based Regent University in Virginia. On the other side, one major cagino
executive, J. Terrence Lanni of the MGM Grand was selected, as was the head of
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the largest labor union in Nevada's casino industry, John Wilhelm, and the former
head of the Nevada Gaming Control Board, Bill Bible, Robert Loescher, a Native
American from a non-gaming Alaska tribe was also selected. He turned out to be
very much of an advocate for not only Native American gaming, but atse theindustry
as a whole.

Three “neutrals” seemed to hold the balance of power—they included Radiolo-
gist Paul Moore, a close friend of Senate Majority leader Trent Lott. {Lott became
the target of a public interest group as it was revealed in the Commission’s last days
that he had received an exorbitant amount of campaign funding through the casino
interests.) Also considered in the center were Leo McCarthy, former leutenant
governor of California, and Richard Leone, a former New Jersey state official.

The commission selected Kay James to be its chair, She set an anti-gambling
tone to the proceedings from the very start, and it appeared that it would be very
difficult for the Commission to ever come together for a final report. Nonetheless,
many hearings were held across the country, and while there was much verbal
acrimony, the Commission did come together to make a final report. The report had
many anti-gambling messages in it, but on most substantive matters the casino
industry of Nevada came ouf en the winning side.

A Small Loss and Big Win:
Moratorium and States Rights

Against the hopes of the four consistently pre-gambling commissioners (Lanni,
Withelm, Loescher, and Bible), the Commission’s first set of recommendations
included a moratorium on any new legalization of gaming (NGISC, 1999, pp. 1-7,
1-8). While psychologically the moratorium idea might have stung Nevadans, from
a marketing point of view, if it really happened, it would be wonderful for Nevada.
If major casino gambling were able to spread into the surrounding states—Califor-
nia, Utah, Arizona—in a manner that tied gaming to destination resorts, Nevadans
could feel the competition in a very negative way. On the other hand, the spread of
gaming around the nation actually may have helped Nevada. As people have become
familiarized with gaming products elsewhere, Nevada paming has grown
(Thompson, 1998b).

The expansion of gambling across the United States has not cut into Nevada
markets. Or, said another way, if they have cut into the markets, Las Vegas has
found other markets. If gambling was a zero-sum game Las Vegas might be a loser
today. As gambling spread, Nevada could not have it all. In 1989 the Silver State

. had 61.8% of the market share of domestic casino revenues. By 1997, the share had
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dropped to 38.6%. But Las Vegas and Nevada did not notice the drop in market
share when they looked in their pockets. : :

From 1989 through 1996 the number of casinos outside Nevada increased from
53 to 324~—there were 271 new casinos. Over the eight-year span gambling revenues
outside Nevada increased $13.571 billion, With each new casino ouiside the state
the total average annual win outside the state was an extra $50,077,490, But Nevada
revenues also increased $2.527 billion over the same period of time. With the
addition of each new casino outside the state, Nevada casino revenues still went up
an average of $9.324 million on an annualized basis. For every new $5.40 outside
casinos won, Nevada casinos brought in an extra one doliar, For each new casine
outside the state, Las Vegas gained 42,088 visitors a year (Thompson, 1998h).

One early recommendation of the Commission left Nevada’s Casino gaming
representatives cheering, They recommended that decisions on legalization, regu-
lation and taxation of gaming should be left to the states (NGISC, p. 3-17). This
recommendation superseded all others except the recommendation that the federal
gpvernment should ban internet gaming and also regulate Indian gaming more
rlgorf)usly—two types of federal regulation Nevada supports. Given that the Com-
mission said ali other gaming issues are for the states to decide, nothing in the report
can be considered harmful to Nevada interests in a substantive way. Perhaps they
werelpsycheieg‘icaﬂy damaging, but the state has long been accustomed to this kind
of cr'lticism. In fact it is probably good that the Commission fook some slaps at
gaming, because by having an anti-gaming tone in some places, the Commission

precludes critics from saying its work was a white-wash or a cover-up of gambling
problems.

A Nevada Responsibility

1t isironic that Nevada has so vociferously opposed federal involvement in gambling,
In reality and as a practical matter, Nevada had a national regulatory structure f01:
many years—the national regulator was the state of Nevada. In the late 1950s the
statg adopted a policy designed to protect the state’s monopoly position in casino
gaming, Persons who received licenses to have casino businesses were prohibited
from holding licenses to have casino businesses in any place outside of Nevada.
Howevgr, after New Jersey became the second state to allow casinos in 1976

Nevada revised its policy. In 1977 it was decided that those with licenses in Nevadal
could seek licenses in other places. However, multiple state licenses were approved
pnly if the Gaming Board of the state of Nevada agreed in advance that the gaming
in other locations would be well regulated, and that the license holder would operate
the outside easino in a proper manner. Several Nevada casino companies including
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Harrah’s, the Tropicana and Caesars won permission from the Gaming Board to
have New Jersey casinos. The issue of outside casinos took on new import after
South Dakota and lowa auihorized Himited gaming in 1988 and 1989, and as other
gtates soon followed, Many Nevada operators wanted to compete for new licenses
in these jurisdictions. However, the requirement that they first get approval from
Nevada authorities put them at & disadvantage against non-Nevada competitors
who also wanted the licenses—which in most other places were limited in number.

In 1993 the Nevada legislature took note that the best casino operators in the
world should not be excluded from taking their talents to other places, and the
requirement of prior approval was removed.

Ae a result, Nevada operators both emall and large rushed across the nation
seeking licenses in the other jurisdictions that permit commereial casinos, They also
ran io legislatures in many other states and urged that casinos be legalized. Many
Nevada operators approached Indian reservations seeking permission fo run casi-
nos for tribes. The push of activity by the Nevada gaming industry, suppliers of
gambling products, ag well as casino companies not located in Nevada explains much
of the wild spread of casino type gambling across the United States (See: Thompson,
2001).

Since Nevada casinos share in the responsibility for the spread of gaming, we
might ask, should Nevada not take the lead in assuring that the gaming be good
gaming? If any state should be ready to follow suggestions for “hetter garming”
shouldn’t it be Nevada? Let’s look at some of the ather major areas of concern raised
by the Nationai Gambling Impact Study Commission and see how these might be
addressed in the Silver State.

Compuisive Gambling

The Commission devoted much attention to compulsive and problem gambling. The
Commission sponsored a study which concluded that 0.8% of the adults in America
were pathological gamblers at the current time, while 1.3% were problem gamblers.
Their activity resulted in social costs of over $5 billion for the United States. The
recommendations included having casinos train staff in recognizing problem gam-
blers, support for treaiment programs, and procedures for voluntary execlusion of
persons from casinos if they think they have problems (NGISC, 1999, pp. 44, 4-5,
4-6, 4-14).

Casinos should know the signs of compulsiveness in gamblers, and at the least
they should not encourage continued play by these people. Nevada needs to have
an official state concern for compulsive gambling problems. This concern can be
expressed in appropriations for treatment programs, for warning signs, and hotline
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numbers in casinos, and for some educational materials for schools. We tell our
children in schools to say “no” to strangers, “ne” to aleohol, “no” to gangs, “no” to
sex, and “no” to drugs. Maybe we should tell them to say “no” to gambling now,
and to be careful about gambling when they become adults. Maybe we should tell
them where help can be found if they know about an adult who has lost control over
a gambling habit. Casinos in other countries seek to stop the compulsive gambler
hefare he (or she) goes too far. People gambling large sums of money have to identify
the source of their gambling funds. Those losing large amounts have their eredit
cut off. Caginos also keep lists of players who are banned because they cannot control
their gambling, Sometimes individuals put their own names on the lists as a safety
precaution. Some IHinois and Missouri riverboat casinos are utilizing this very
procedure today. But European casinos also honor a family’s requests for listings,
and the casinos themselves list people whose gambling behavior indicates they have
Iost contrel, OF course, in a jurisdiction like Las Vegas, such lists would have to be
universally honored by all the casinos to be effective. Otherwise, the gambler would
“simply go next door.”

.Many foreign casinos require gamblers to identify themselves and to sign a
register before they come in to play. This siows dewn a compulsive gambler rather
quickly, as the compulsive likes anonymity, especiaily the compulsive who is also a
bank telier. Many casinos in other countries refuse to let Jocal residents gamble.
That probably couldn’t work in Nevada, but dress codes and door cover charges
could sl_ow down the play of local problem gamblers (Thompson, 1998a).

C‘asmos that are trying to deal with the issue of problem gambling are finding
that it can be good business. As a gaming executive once said, “You can shear wool
off a sheep for a lifetime if you treat him weil, but you can skin a sheep only once.”
Good customer service means turning away the problem gambler and encouraging
the person to find treatment. Nevada would be wise to adopt some policies to that
end. (It can be noted that in the 2001 legislative session a bill was introduced to
fund treatment at a minimal level. Though Senator Mark James’ measure called

fc);r 1fm)ly $250,000 to support a program, it represented a new way of thinking in the
state.

Children and Gambling

'.i‘hg f{}j‘o?miss'il?}? reclommended that the minimum age for gambling be 21 in all
jurisdictions. They also recommended that children not b i i i
facilities {NGISC, p. 3-17). e permitted in gambling
The Nevada gaming age is 21, but children are permitted to walk through casino
areas. In fact, a hotel guest in a casino resort must watk through the casino area to
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get to guest rooms or vestaurants. Only recently has concern over childrenin casinos
reached state policy makers.

In 1993, the MGM Grand casino opened with a movie land theme park, a yellow
brick road to the Land of Oz. Las Vegas jumped on hoard with Dorothy and Todo
and urged America to come to this “family” resort. People still think that Las Vegas
is frying to attract families. The truth is otherwise, Put quite simply, visitors who
come to Las Vegas with small children do not actively gamble. Children want two
things from their parents when they all go on vacations—time and money. Children
are competition for casinos.

The issue of children in casinos arose in 1989 when a nineteen year old “won'" a
million-dollar jackpot on a Caesars Palace stot machine, There was no “pay-ofl” as
the young man was all illegal player. Of course, he sued. The casino’s action in not
paying the jackpot was upheld in courts, but the situation was embarrassing, to say
the least. Why had the young man been aliowed to play in the first place? Stilt it
took five years hefore the Gaming Controt Beard announced in early 1994 that they
were going to study the problem of children in ¢as8inos,

In September 1994, Bally’s Strip casino became the first establishment in the
state to be fined for permitting underage persons Lo gamble in their facility. That
action caused more embarrassment, but nothing like the tragedy that hit Nevada
Gaming in May 1997 when a seven year old girt was abducted and murdered in a
casine in Primmm, Nevada.

The girl had beer: abandoned in a youth arcade at the casino by her father while
he gambled. Security personnel had twice taken her to her father. The second time
they asked the father and daughter to leave the casino. They went next door to
another casino where the girl was abandoned once more. This time she was abducted

and murdered. The security cameras had recorded her abduction, and they were
useful in identifying the culprit. But could the casino have done more?

Certainly the state could do more. It could have policies prohibiting children
from entering gaming areas at any time. Also, young children should not e allowed
to be in other areas of resorts unsupervised. Clark County did initiate an evening
curfew for children in response to the tragedy.

Convenience Gambling: The Grocery Store Casino

The Commission recommended that states should not allow gambling in conven-
jence locations such 28 neighborheod stores. Several states permit machine gaming
in locations outside of casinos. Besides the 300 plus casinos of Nevada, the Silver
State has over 2000 locations that offer machine gaming including taverns, convern-
ience stores, and grocery stores,
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A major concern that should be raised about grocery store machines is that these
machines expose gaming $o everyone. Citizens have a choice about whether or not
to go into a casino. However, people {including children) do not have a choice about
whether on not to go into a grocery store.

Economically, the grocery store slot machines are not good for Nevada. The
owners of grocery chains are out-of-state firms, and they take most of the profits
from the gaming machines away from the state economy. Some of the machines are
owned by local slot route operators in contract arrangements with the chains.

We should also recognize that the slot player in the grocery store isnot a tourist
but is a local resident. The players are also more likely than other players to be
probiem gamblers. It is unlikely that a person playing a machine by himself or
herself at three o'clock in the morning in a grocery store is there to have recreation
and vacation fun. It should be further noted that the grocery store machines are
not traditional slots with spinning reels. Rather they are the much more addiction-
prene video poker machines.

Some reforms can be suggested to Nevada authorities. First, remove all ma-
chines from places in grocery stores where children might view them. Second,
require the machine operations to cease for at least several hours each evening. This
can encourage the habitual players to “cool off” and perhaps go home. Finally,
Nevada authorities should consider a plan to gradually remove all gaming machines
from grocery stores.

ATMs and Credit Card Machines

The National Commission opposed ATMs and credit-card money machines in
gaming areas. They criticized their “easy availability” which encourages gamblers
to bet “more than they intended.” Therefore, they recommend banning the ma-
chines from the “immediate area where gambling takes place” (NGISC, p. 7-30).

Credit card machines and ATMs are prevalent in Nevada casinos and also in the
grocery stores discussed above. They present an issue that should be addressed by
Nevada policy makers. It should be recognized that there is a difference between
eredit card machines and ATM machines—which are essentially debit cards (most
of the time). One of the miost outrageous facets of the credit card machine is that in
casinos the machines charge unconscionable fees for borrowing—not interest rates,
but direct one-time fees. If someone uses his VISA card and takes $25 from a credit
card machine in a casino the fee is as high as $8.99-this is a fee of over 35% just
to borrow money. Interest on the loan is added later. Only one kind of person would
borrow money under these conditions. This is a person desperate to have money.
This is very likely a probiem gambler.
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The credit card machines present another problem: they a}low pefSGI}S ‘ﬁho
might enter the gambling arena responsibly but get caught up 1 the af.:tlon to
incur major debt, when otherwise they would have just walked away with some
disappointment and remorse. These credii card machines chould not he allowed in
casinos.

ATMs are different. They are usually debit machines. They allow a person to
draw money out of an existing account, which they.have. However, they may a}lke'w
a person to go into debt by drawing against non-existent fundsup to a credllt Himit,
The machines do not charge exorbitant rates such as charged by credit gard
companies, The rates of $3 to $5 may be higher than chafrged by ATM maehu}es
elsewhere as companies installing the machinesin the locations share revenues with
the casinos.

ATMs may have their place in casinos. The machines allow persons to enter
cagino gaming areas without having to carry a lot of cash. ATM machu}es add a
measure of security around caginos. This should not be overiooked. Casino aveas
are much safer because players do not have to carry money on their persons, That
being said, there is a major problem with ATMs in casinos. They do not allow
deposits. Thisisa flaw. ATMs have a good place in casinos, but theyl must be allowed
to take deposits so that winners do not have to leave the facnhty' with lots pf money
in their pockets. And, in contrast to the person coming info a casino, the thlfaf: knows
who has won money by watching the machines, the tables and the cage. Additionally,
it can be suggested that the ATMs in casinos be programmed not to allow a person
to make withdrawals against a credit line,

Sports Betting

The National Commission recommended that no betting be allowed on college or
amateur contests (NGISC, p. 3-18). Only Nevada has major sports hetting on
amateur events, It is unlikely that the state policy makers would listen to the
Commission’s recommendation in this area. But should they? The recommenda?ion
is based upon the notion that the student athletes can be influenced with bribes
from gamblers. Many recent scandals involving college athietes were brought to the
attention of the Commission. I all the cases the gamblers were involved in illegal
gambling. They were not Nevada sports bettors.

The recommendation migit have some adverse consequences if it were adopted.
Sports gaming in Nevada is connected to the national scene. Thereis a t.remendous
demand for betting on sports. Therefore there are many illegal betting Tings around
the country. Before Nevada had widespread sports betting, local bookies turned tlo
organized crime cartels for sports information and also for a bank to back up their




{58 Chapter Eight

bets. Now they can operate independent of the mob as they can have locai repre-
sentatives in Las Vegas or Reno furnishing these services to them. While thisis a
questionable rationale for preserving sports gambling in its legal condition in
Nevada, it is a reality. There is a demand for sports betting that will not disappear
if the state were to accept the national recommendation. In Spring 2001, a bill
banning all wagering on amateur sports events in the United States was introduced
in Congress. It was strongly opposed by Nevada gaming intevests.

Political Contributions

The National Commission urged that gambling enterprises be “tightly restricted”
in donating funds to political candidates. (NGISC, p. 3-18). Commissioner Terry
Lanni, a casino executive, voted in favor of the restrictions. Amazing? Maybe not.
Imagine the election season for a casino executive. Candidates for every office knock
on the door with hands wide open. All expect donations, and the casinos generally
give to all—whether Democrat or Republican.

Fvery state legislator in Nevada has received gaming contributions. Of course,
this means that the gaming industry has access to the halls of government in
Nevada. But wouldn't they have the access even if they didn’t make the contribu-
tions? A major part of the constituency for every candidate consists of people who
work in gaming or gaming-related businesses. Gaming has bought its influence with
jobs. The campaign contribution shakedowns are simply that in most cases—shake-
downs. They constitute implied threats that maybe casino taxes would be raised or
other policies be adopted adverse to casino interests. If there was a ban on
contributions, the legislature would still be pro-gaming. The New Jersey legisiature
cannot receive industry contributions, but they still take a decidedly pro-gaming
posture on most issues.

Taxation—A Local Issue

The Commission did not directly confront the issue of gaming taxation. However,
current controversies over casino taxation are salient ones in Nevada. There is a
growing movement to raise the level of casino taxes. As the state is growing and the
need for governmental services growing with it, many believe that casinos are not
“paying their fair share.” At the same time state policy makers have seen fit to
provide some tax exemptions for casine operators.

The casinos of Nevada pay a tax on their gross gaming wins. The tax rate is 6
1/4%. This rate of casino taxation is the lowest rate found anywhere. Taxation
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advocates point out the Nevada gaming operators are content to pay rates of 18%,
20%, 23%, and even 35% in jurisdictions such as Missouri, Michigan, or Hlinois
where they also have facilities. A New Orleans casing run by the Harrah's organi-
zation has paid an even higher rate as it guaranteed the state government $100
million in taxes each year, Yet with the lowest casino taxes, Nevada receives a
greater share of its public budgets from gaming properties than does any other state.
Nevada draws about one half of its public revenues from gaming. New Jersey and
Mississippi each receive 8% to 10% of their budgets from gaming--in the form of
gaming taxes and lottery revenues. :

There are many eriteria by which we can judge taxes. Taxes should be sufficient
to meet the needs of supporting the services of government. The gaming tax of
Nevada meets that bill; no other state can say the same for its gaming taxes.

Taxes should be payments for government services received or to offset burdens
certain taxpayers impose upon society. In the area of compulsive gambling, the
casinos do impose burdens on society. On the other hand, the greatest burdens from
compulsive gambling imposed upon the citizens of Nevada—the local residents—are
likely imposed by non-tourist oriented gaming sites: casinos catering to “locals,” in
bars, grocery stores and convenience stores. Casinos do add to traffic burdens, but
customers of casinos pay high gasoline taxes, which pay for highways. Water fees
paid by casinos cover the costs they impose on the local water and sewage systems.
Casinos don’t send children to school, and for the most part they police themseives.
The biggest tax question in Nevada is simply should state tax policy encourage the
industry that is responsible for the growth and prosperity of the Nevada economy?
On the one hand, we can look at casinos as a golden goose to be plucked by those in
its presence. We can attack the casinos with higher taxes in an effort to shirk the
persenal duties non-casino owners have to pay for the services they receive from
govermment. The fact that casino taxes are low drives the economy. But the casino
taxes also atlow Nevadans as citizens to enjoy governmental services with some of
the lowest tax rates in the United States.

A State’s Obligation.

The National Gambling Impact Study Commission has made it clear, most of the
issues with which it is concerned will probably not be resolved by Congress. If there
is any action it will likely be by state authorities. Many states will ignore the report.
But Nevada should not. Nevada provides benchmarks for the gaming industry all
over the world. Nevada above all other gaming jurisdictions should have policies
that guarantee that gaming operations will be conducted in the best possible way.





