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NATIONAL GAMBLING IMPACT STUDY
COMMISSION FINAL REPORT

WEDNESDAY, JUNE 23, 1999

U.S. SENATE,
COMMITTEE ON INDIAN AFFAIRS,
Washington, DC.

The committee met, pursuant to notice, at 9:30 a.m. in room 301,
Senate Russell Building, Hon. Ben Nighthorse Campbell (chairman
of the committee) presiding.

Present: Senators Campbell, Inouye, and Wellstone.

STATEMENT OF HON. BEN NIGHTHORSE CAMPBELL, U.S. SEN-
ATOR FROM COLORADO, CHATIRMAN COMMITTEE ON INDIAN
AFFAIRS

The CHAIRMAN, The committee will come to order. This morning
the committee will receive testimony on the final report released to
the public on June 18, 1999 by the National Gambling Impact
Study Commission.

This Commission was created in 1996 by Congress and conducted
a series of hearings on issues related to gambling in the United
States. The Commission was charged with studying the social and
economic impacts of State lotteries, casinos, parimutuel betting, In-
dian gaming and other forms of gambling.

After a series of hearings, the Commission has submitted this re-
port, together with its recommendations on how to address what it
sees as problems associated with the gambling industry. Indian
gaming, as we know, has grown substantially since the enactment
in 1988 of the Indian Gaming Regulatory Act. Today, it generates
$6.7 billion annually for those tribes that have gaming operations,
and provides them with desperately needed economic development
opportunities that have been so lacking on Indian reservations.

However, most people do not know that the majority of tribes in
the United States—nearly, two-thirds of all tribes—do not operate
Indian gaming at all. The benefits from Indian gaming have not
been felt by all Native American communities, and it continues to
be the business of this committee to assist tribes in the develop-
ment of other economic enterprises. In fact, not all existing casinos
show a profit, and, in fact, a few of them have already gone to re-
ceivership.

We will hear about a number of issues today, including the regu-
latory structures of Indian gaming; whether labor laws should
apply to these activities; resolving State to tribal impasses over
gaming negotiations; Internet gambling and a host of other issues.
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Earlier this year we introduced legislation that will do three
things: Provide Indian gaming with the kind of minimum stand-
ards it needs; ensure the National Indian Gaming Commission has
the appropriate amount of resources to enable it to do its job; and
assist States and tribes in resolving their differences over class 111
gaming compacts. Each of these proposals have been supported by
the findings and recommendations of the National Gambling Im-
pact Study Commission, and I remain hopeful that we can get
these reasonable measures enacted this session and welcome con-
structive criticism of these bills.

With that, I look forward to today’s hearing.

Senator Inouye, do you have a comment or statement?

Senator INOUYE. Well, we have a long agenda ahead of us. I ask
that my statement be made part of the record.

The CHAIRMAN. Without objection, it will be included in the
record.

[Prepared statement of Sen. Inouye appears in appendix.]

I might add too before we start that Senator Inouye has a con-
flict, as I do too, so we're going to try to get through this with post
haste, but we may be cochairing and other members may too, as
they come in, if we can’t stay here for the duration of the hearing.

With that, we'll start with Panel I, Robert Loescher—if I pro-
nounced that wrong, I apologize for that—National Gambling Im-
pact Study Commission; and Montie Deer, chairman, National In-
dian Gaming Commission.

If you gentlemen would start, your complete testimony will be in-
cluded in the record, and you may abbreviate or condense your ma-
terials. We'll go ahead and start with you, Bob, if you would.

STATEMENT OF ROBERT W. LOESCHER, NATIONAL INDIAN
GAMING IMPACT STUDY COMMISSION, WASHINGTON, DC

Mr. LOESCHER. Thank you, Mr. Chairman.

My name is Robert W. Loescher. I am the president and chief ex-
ecutive officer of Sealaska Corporation, representing some 16,000
shareholders and tribal members originating from the communaities
of Southeastern Alaska. My Tlingit name is Kah Toosh Tu’. I am
a member of the Tlingit Nation, the Eagle Tribe and the
Chookaneidi clan, the people of Glacier Bay and Hoonah, Alaska.

President Clinton appointed me to serve as the only Native
American on the National Gambling Impact Study Commission.
The Commission was charged by Congress to study, among other
things, the status of tribal governmental-sponsored gaming in the
United States. The Commission came to realize that this was a
complex task and appointed a tribal gambling subcommittee. The
subcommittee had six field hearings in addition to the full commis-
sion hearings. It sought the view of tribal leaders throughout In-
dian country. Over 100 tribal leaders came to testify at their own
expense and their views influenced the tone and texture of the final
report.

In further recognition of the importance and complexity of the
task, the subcommittee sought and received concurrence by the
Commission to have its own separate chapter in the final report.
The report on Indian gaming is simply a snap-shot of the status
of Indian gaming in America today. The Commission concluded
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that the right of tribal government to operate gaming is deeply en-
trenched in the tribes’ special relationship with the Federal Gov-
ernment in the U.S. Constitution, and this distinguishes Indian
tribal governmental gaming from all other gaming in the United
States.

Congress created a second distinguishing attribute of Indian
gaming in the Indian Gaming Regulatory Act, IGRA, of 1988. The
revenues from Indian gaming must be used for the social and eco-
nomic benefit of tribal members who desperately need it.

In my view, the benefits from Indian gaming are just a tiny down
payment on the deficit of stupendous social and economic needs
facing the vast majority of Native American citizens. The Commis-
sion’s record strongly supports the conclusion that the economic
benefits under IGRA are being realized. Indian gaming furthers In-
dian self-determination through tribal ownership and control of its
gaming operations. It provides economic benefit to the surrounding
communities by employing at least 100,000 people, regardless of
race, color, or creed.

Tribal governments were among the first to recognize that gam-
ing has social costs, and they did something about it. The Commis-
sion’s records shows that tribal governments made the first real fi-
nancial commitments to help identify and alleviate and problem
and pathological gambling.

I was very disappointed that the Commission declined to include
a narrative that objectively and clearly described the structure, op-
eration and implementation of the regulation of Indian gaming. De-
spite early weaknesses, Indian gaming is increasingly well-regu-
lated by a partnership of the tribal, State and Federal Govern-
ments. The National Indian Gaming Commission, established by
IGRA, has ordered the implementation of minimum internal con-
trol standards that provide uniform standard of Indian gaming reg-
ulation throughout the United States. The Commissioners indi-
cated that Indian gaming regulation was extremely complex and le-
galistic, and they wouldn’t deal with it.

At the same time, it is my view that Indian gaming is increas-
ingly viewed as a threat and a viable competitor to commercial
gaming. The severe criticism of the Indian gaming regulation was
one way to slow it down. In my view, the Commission was obli-
gated to objectively describe the status of Indian gaming regula-
tion, and it did not do so.

Two of the most contentious issues between tribes and States are
the scope of gaming and the compacting procedures. The Commis-
sion’s report has not shed any new light on these issues. I strongly
object to limiting tribal gaming rights under existing law, as sug-
gested by the second recommendation on the scope of gaming.

My goal, as Commissioner, was to review all aspects of gaming
in America with strong emphasis on Indian gaming. The overall re-
port is weighted heavily to a small percentage of the American
public that is burdened with very real problem and pathological
gambling. The report does little to acknowledge the fact that mil-
lions of Americans participate in and enjoy gaming as entertain-
ment without any problems. This report and recommendations
should help educate the American public about the positive role
tribal governmental gaming has played in Indian country. It has
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given hope and provided new economic resources to help alleviate
Iong-neglected social and economic problems. It also suggests posi-
tive recommendations to improve Indian gaming regulation.

In pursing gaming, tribal leaders have done the best that they
could do with very limited resources and opportunities, and, at this
point in history, I believe they should be commended for what they
have accomplished.

I have attached a copy of chapter 6 of the National Gambling Im-
pact Study Commission Report, entitled, “Native American Tribal
Gambling,” as a part of my remarks.

Mr. Chairman, I want to thank you for the invitation to speak
before the committee. I would like to highlight the 15 recommenda-
tions at the end of chapter 6 as the recommendations forthcoming
from this National Commission.

The CHAIRMAN. Okay, we have that complete in print.

Do you want to go over those, or is the imprint good enough so
that we can read that ourselves?

Mr. LoESCHER. We would be prepared to answer any questions
or comments regarding those.

The CHAIRMAN. Okay, thank you.

[Prepared statement of Mr. Loescher appears in appendix.]

The CHAIRMAN. Montie, you can proceed.

STATEMENT OF MONTIE DEER, CHAIRMAN, NATIONAL INDIAN
GAMING COMMISSION, WASHINGTON, DC

Mr. DEER. Thank you, Mr. Chairman, Mr. Vice Chairman and
members of the committee.

As you know, my name is Montie Deer, and I am the chairman
of the National Indian Gaming Commission. I want to thank you
for giving me this opportunity to appear before you today to testify
on the National Gambling Impact Study Commission’s Final Re-
port.

However, before I do that, I would like to introduce the commit-
tee to our newest member of the Commission, Teri Poust. Teri,
would you stand please?

Teri comes to us from the Poarch Band of Creek Indians, and she
joined us about 2 weeks ago. Thank you, Teri, and, of course, we're
happy to have her on board, especially me because she’s going to
take over some of my functions, ﬁopefully.

As you know, this report was issued just last Friday on June 18.
At this time the NIGC has not had a full opportunity to review and
digest that report, and we would appreciate, of course, an oppor-
tunity to fully comment on the report’s recommendations once we
have thoroughly analyzed the report’s contents.

It is my understanding that I have been asked here today to ad-
dress two issues—the regulation of Indian gaming and the NIGC’s
disclosure of aggregate tribal revenue figures to the Study Commis-
sion.

As you know, Indian gaming has three tiers of regulation—tribal,
State and Federal. The Study Commission’s report recognizes the
fact that as sovereign governments tribes provide the first level of
regulation for their gaming operations. Indeed, the report rec-
ommends that tribal sovereignty should be, and I quote, “recog-
nized, protected and preserved.” With respect to State involvement,
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many tribal State compacts provide some level of State regulation,
and, finally, the NIGC provides a third-level of regulation. We, of
course, sincerely appreciate the Study Commission’s acknowledge-
ment of, and support of, the NIGC’s role in regulating Indian gam-
ing.

Tribal gaming regulatory authority is often delegated to tribal
gaming commissions under the tribes’s tribal gaming ordinances,
which are submitted and approved by the NIGC. Although not
mandated by IGRA, the NIGC does work closely with the tribes to
establish independent regulatory bodies, and has issued a bulletin
in 1994 to this effect.

In January of this year, the NIGC promulgated regulations on
Minimum Internal Control Standards, which are intended to pro-
tect and preserve the integrity of Indian gaming. The MICS were
drafted to provided protection against potential risk of loss at tribal
casinos due to customer and employee access to cash, and/or cash
equivalents, within the casino. All gaming tribes must adopt the
Minimum Internal Control Standards by August 4, 1999, and,
again, I appreciate the Study Commission’s support of the MICS
issued by the NIGC.

As these standards become effective, we intended to emphasize
compliance with them as a key aspect of our regulatory program.
To meet this challenge, we have established a separate division of
audits as part of the NIGC staff structure.

This past week I visited four tribes in Michigan to tour the casi-
nos, including a review of surveillance count room procedures and
other aspects of casino regulation. I can tell you first-hand that
these particular tribes had state-of-the-art surveillance and ma-
chinery to conduct the counting of money. I also learned about a
cooperative network in which all Michigan gaming tribes share in-
formation on cheaters and scam artists. In addition, each tribe had
counseling programs for compulsive gamblers. Let me add that on
this Michigan tour, I was also impressed by the tribal infrastruc-
ture and programs that have resulted from the revenues of Indian
gaming for the tribes in that State. The building of tribal schools,
health centers and recreation centers, as well as substance abuse
programs, elderly and Head Start programs and water treatment
programs are just a few of the things that I observed first-hand.
And, again, I was informed that 10 years ago prior to gaming these
programs did not exist.

In addition to Indian gaming regulation, I want to briefly discuss
the Study Commission’s statement that the NIGC refused to pro-
vide information to the Study Commission. I believe the record is
quite clear—that the NIGC provided extensive amounts of informa-
tion in order to assist the Study Commission, including assisting
in the preparation of an extensive survey, which I am disappointed
to see is not included in the Study Commission’s final report. What
we did not produce were complete copies of tribal audits.

In September 1998, prior to my chairmanship at the NIGC, the
Study Commission made a blanket request for individual tribal au-
dits, which tribes must provide to the NIGC, pursuant to IGRA. In
response to the Study Commission’s request for copies of the tribal
gaming operations and audit reports, we explained in a series of
letters and in a face-to-face meeting that I had with Chairwoman
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Kay James that we are prohibited by IGRA from releasing the
audit reports except in limited circumstances. Because the audit in-
formation is confidential information under IGRA and the release
of the information could result in substantial and competitive
harm, we concluded that the NIGC is not authorized to provide
copies of the audits to the Study Commission. The NIGC currently
has ready access to tribal financial data related to gaming. Because
we are bound by confidentiality requirements, when we are mon-
itoring or investing gaming operations, tribal books and records are
normally provided without objection. Notwithstanding the statutory
prohibition, the NIGC and the Study Commission researchers met
and finally agreed that the release of aggregate financial informa-
tion on Indian gaming would satisfy the purposes for which the
Study Commission requested the information.

Accordingly, in addition to substantial other materials we pro-
vided to the Study Commission, the NIGC on two occasions pro-
vided aggregate financial data.

I am likewise concerned about the Study Commission’s rec-
ommendation that the NIGC compile for public release certain ag-
gregated audit information about tribal gaming operations. To the
extent that the Commission recommends a change in the current
law, we do not believe that is necessary. As I stated earlier, we
have already provided aggregate data to the Study Commission,
and I believe this is permissible, pursuant to IGRA.

However, I have concerns with the vague recommendations made
by the Study Commission. For example, the Study Commission
does not articulate any sound public policy rationale for the public
release of the data as to Indian gaming. In addition, public release
other than aggregate form does have impact on tribal sovereignty.
The Study Commission report would otherwise recommend, as I've
said before, that sovereignty be recognized, protected and pre-
served, that public release of tribal financial data seems at odds
with this fundamental position.

Again, thank you for the opportunity to present my views on the
subject. I am available to answer any questions or respond in writ-
ing, if you wish, to any questions.

[Prepared statement of Mr. Deer appears in appendix.]

The CHAIRMAN. Thank you, Montie. I have a few, and I'm sure—
before I ask questions, Senator Wellstone, do you have an opening
statement to make?

Senator WELLSTONE. Actually, Mr. Chairman, I think I can only
be here for a short while, and I think that in order to move the
hearing forward, I'll just include my statement in the record.

The CHAIRMAN. Fine, all right.

[Prepared statement of Senator Wellstone appears in appendix.]

The CHAIRMAN. Montie, you mentioned that you provided aggre-
gate financial data but not tribal financial data. Where did you
draw the line, first of all, and what do you suppose the Commission
wanted the confidential information for?

Mr. DEER. I asked that very question going from the latter, and
I was never told what they specifically were looking for.

What we provided them, Mr. Chairman, was we divided the
tribes into four categories—A, B, C, and D—and then we gave
them the aggregate value and moneys. For example, by reading
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that, you certainly learn that the top 20 tribes get most of the
money, of the $7 plus billion, and that’s, basically, what we did the
first time. Then the second time we took it year by year, from 1
think 1997 forward.

The CHAIRMAN. And so they could generally tell which tribes
were in each category, but not a dollar figure about what tribes
were making from the gaming? Is that correct?

Mr. DEEgR. That is correct.

The CHAIRMAN. The Study Commission recommends to Congress
that we should refrain from passing a law prohibiting the use of
telephone technology to aid in the operation of class II bingo
games. What was this recommendation based on, do you know?

Mr. DEER. I have no idea.

The CHAIRMAN. Maybe, Bob, could you answer that?

Mr. LOESCHER. Yes, sir; I can.

In the course of the deliberations of the Commission we were
considering the aspects of Internet gaming being authorized or pro-
hibited as a matter of public policy, and I know this Congress is
looking at the same issue in the Kyl bill. In the course of that there
came to be a number of exclusions that were being requested and
recommended because various groups around the country had been
undertaking these activities for better than one-half century or
longer. For instance, parimutuel horse racing conducts horse racing
track to track over the telephones, and the T.V.’s and whatnot.

The Native Americans as well have taken this class II gaming,
bingo, and they’ve linked that over the telephone lines in order to
enhance bingo operations, and that was considered as an exclusion
as well, and upon investigation of that the Commission voted to
support the continuance of that activity.

The CHAIRMAN. The question I asked Montie 1 minute ago too
about why the Study Commission wanted confidential tribal infor-
mation, do you happen to know, as a member of the Commission?

Mr. LOESCHER. Yes, Mr. Chairman; if I could, give you about a
four or five point answer

The CHAIRMAN. Go ahead.

Mr. LOESCHER. One is that in authorization of the law that cre-
ated this larger Commission to look at all gaming in America the
Congress provided very extensive authority to look within the pri-
vate community, the States, within the Federal Government struc-
ture and provided a far-reaching statute to be able to get informa-
tion on a current basis, and even went so far as to provide sub-
poena power within the statute of the larger Commission.

This Commission and its staff wanted detailed information about
Native American gaming on an individual side-by-side basis for a
whole number of purposes, not only financial revenues but to look
at the patrons, to look at the various activities that surround ca-
sino gaming, for instance. That was difficult to get, even from the
non-Native American casinos, but we did have surveys and the
non-Native American casinos provided it. We searched and we
went to the NIGC to try to get information, and we ran into a con-
flict in statute. This Commission had a far-reaching statute that
even provided subpoena power, but the NIGC has a statute that
protects information. So we ended up with a conflict in the laws,
and so it came to a point of, well, how do we resolve that?
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Well, we could resolve it by executing a subpoena and/or going
to the Department of Justice. The Chairman, on behalf of the Full
Commission, went to the NIGC and to the Bureau of Indian Affairs
[BIA] to try to negotiate information, and we were able to get some
information in the aggregate, and that was not satisfying to the
overall Commission.

The other thing, Mr. Chairman, is that there is a sense in the
Full Commission about Native American tribal governmental gam-
ing as end-holdings within the overall boundary of America. Indian
casinos and other gaming activities draw on the larger community
for patrons, for services, for governmental services and what not,
and so there is sort of a dichotomy of thinking. One side says,

If you're going to do that, and you're going to make money and be involved in an
activity that impacts a whole community, then you should have disclosure informa-
tion, not only as a matter of public record, but also to tribal member.

When we dug into that aspect, we found that it was a very dif-
ficult matter, considering tribal sovereignty and the State policy
within tribal governments, a reluctance to provide that informa-
tion. The information is rooted—the question of whether or not to
provide the information is rooted, basically, in competition, propri-
etary data and whatnot, and there were a lot of competing inter-
ests in the non-Native gaming industry with the Native American
industry, and also the state of affairs in terms of public policy mak-
ing the Native Americans find themselves in a constant flux at the
tribal, State and congressional levels over this issue of how much
activity they should have with regard to Native American gaming.
So there was a reluctance to do that.

But, primarily, the issue of disclosure at some level—in our rec-
ommendations, Mr. Chairman, it might be kind of an odd way to
write it, but the Commission is suggesting that Native American
tribal governments where gaming be required to provide public dis-
closure at least at the same level as those activities are reported
in Las Vegas and in New Jersey on the public record, and that’s
a recommendation that’s included in here. The other is that any
tribal member be enabled to get a copy of the audit that deals with
gaming activities on a tribe.

The CHAIRMAN. Okay, thank you. I think that that recommenda-
tion probably would meet with some resistance, but, as it is now,
there is nothing to prevent tribes from opening their books to tribal
members. I mean, that’s a decision they can make—some do and
some don’t—but it’s not some Federal mandate that they’re sup-
posed to keep secret from their own members about the revenues.
In fact, I think most tribes do make it a practice of opening their
books to tribal members.

Let me ask Montie one last thing too. The Study Commission
notes that enforcement efforts have been improving. Can you sum-
marizg some of those efforts and how they've improved with your
group?

Mr. DEER. Well, I know since 1994 we’ve increased notices of vio-
lation and some closure orders. I think what’s helped more than
that, though, is the fact that we've increased our staff and we're
on the scene more and we——

The CHAIRMAN. I'm reminded that we put in an additional $8
million to you, didn’t we?
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Mr. DEER. Say that again, sir?

The CHAIRMAN. Didn’t we provide an extra $8 million, wasn't it,
in last year’s budget—up to $8 million?

Mr. DEER. Right.

The CHAIRMAN. And with that you did hire some additional peo-
ple, enforcement people?

Mr. DEER. Right. We've now doubled in enforcement people.

The CHAIRMAN. Doubled?

Mr. DEER. Yes.

The CHAIRMAN. Well, as I read just a briefing on that final re-
port, it seemed to me that even though we have ongoing problems
with some addiction, things of that nature, overall I thought it kind
of vindicated the gaming industry’s positive effects, and so I
thought it came back really pretty good for the gaming industry.

Senator Inouye, do you have any questions?

Senator INOUYE. Yes.

The CHAIRMAN. By the way, Senator, we did invite Kay Cole-
James, the Chairwoman of the Study Commission, but she didn’t
accept our invitation to appear today.

Senator INOUYE. When Congress was considering the passage of
the Indian Regulatory Act about 12 years ago, we based our policy
upon that which was founded by our predecessors, that the rela-
tionship between Indian country and the Government of the United
States was a government-to-government relationship. Accordingly,
the first bills that we drafted called for the policymaking and regu-
latory responsibilities to be placed in the Federal Government.

However, as you know, the administration and the Department
of Justice objected to this. They wanted no part of this, and in-
sisted that if we are to set up any regulation, it should be done
through the auspices of the various States, resulting today in what
is best a patchwork quilt of regulatory and other rulemaking proce-
dures in several States. There is no uniformity and there are a lot
of problems.

Now, this report seems to suggest that the policymaking and the
regulatory responsibilities should now be placed in the hands of the
Federal Government.

Is my conclusion correct, Mr. Deer?

Mr. DEER. That’s the way I looked at the reports. That’s what
they recommend.

Senator INOUYE. Would you be in favor of that?

Mr. DEER. I think I would be, as long as it was on a government-
to-government relationship.

Senator INOUYE. Mr. Loescher, do you agree with my conclusion.

Mr. LOESCHER. I believe I do, Mr. Chairman.

Senator INOUYE. Do you think the Federal Government should
put in place a policymaking process and assume the regulatory re-
sponsibilities?

Mr. LoESCHER. No, Mr. Chairman; you know, we struggled with
that in the Commisstion. The Commission overall said that gaming
in America should be a matter regulated by local control, meaning
the States, as an overall matter.

With regard to Native American governmental gambling gaming,
it’s a partnership between the State government and the tribal gov-
ernment in compacts, and we believe that those matters should be
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left in negotiation between the States, whether they're directly on
point on gaming or as side issues. We think that there is a process,
and it’s working and that tribes should negotiate with one another.

The Federal role is a product of Congress under IGRA, and we
believe that after looking at the effects of IGRA—and I've traveled
all over America, been on the reservations and I've seen the results
of gaming by tribes very positive. I think what distinguishes the
Federal mandate is your requirement that all proceeds, 100 percent
of those proceeds, be used to support tribal governance and tribal
economic development, and we believe that your mandate, as Con-
gress, distinguishes tribal-governmental gaming from any other
gaming in America, and we think that’s a very positive result.

Senator INOUYE. The Commission, among one of its recommenda-
tions, suggests that the Congress should specify a constitutionally
sound means of resolving disputes between States and tribes re-
garding class III gambling.

Now, this is what we have been trying to do. We have constitu-
tional restrictions, such as the 11th amendment, and the Secretary
of the Interior, to his credit, has tried his best. But for every pro-
pos}a;l we have advanced all we have is criticism, obstacles and
such.

What do you recommend we do? I mean, it sounds nice to have
a constitutionally sound means of resolving disputes.

Mr. LoEscHER. Mr. Chairman, Senator Inouye, as you know, in
my opening comments I indicated that our Commission didn’t come
up with any solution, and if Congress, the House of Representa-
tives and the Senate can’t find an answer, and the President can't,
and the Secretary can’t, the way it stands right now I understand
is that it’s in Federal Court in Florida, and that we haven’t recog-
nized that there’s an understanding that the Committee’s jurisdic-
tion will yield to see what the Court comes up with in terms of an
answer on that question.

It all comes down to the issue of good faith, and as long as
there’s this issue of good faith at risk and the States nor the tribes
are willing to put that at risk to have a resolution or a process to
mediate or negotiate, even with an independent arbitrator in-
volved, then it’s a very difficult matter.

Senator INOUYE. Consistant with the concept of government-to-
government relationship, the Secretary of the Interior, as an agent
of the Federal Government, has tried his best to do something
about this, and every time he tries to advance his suggestions, he
is met by opposition.

Did any of the witnesses have anything constructive to present
to your Commission as to how this should be resolved?

Mr. LoesSCHER. Mr. Chairman, Senator Inouye, we did take testi-
mony on this subject, and I was very interested in the position of
the National Governors Association where this problem is being
heard. They, basically, have said that they want to continue nego-
tiating with the tribes, but my observation is that this position cre-
ates no answer because neither side is really negotiating, and it’s
a difficult place for tribes to be. The States are getting what they
want because they're just waiting and holding their position, but
the National Governors Association did submit testimony, and I
would urge you to take a look at that.
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Senator INOUYE. There are two words that seem to be very im-
portant in the proceedings—good faith. Is good faith in existence or
is it just talk? I ask this because some of us are getting a bit impa-
gent?here. Is there any good faith between the adversarial parties

ere’

Mr. LoEsCHER. Mr. Chairman, I am not a party to the negotia-
tions, and so all I am is an observer. We did take testimony from
both, the tribal leaders and the governors, and we get varying opin-
ions. I would say that where we're at right now is in Federal Court,
and we're at the mercy of our lawyers.

Senator INOUYE. Well, I want to commend you for your patience
in sitting on this Commission all these months, but I was hoping
that the Commission would come up with specific recommendations
that we could adopt and translate into legislation. But, apparently,
we are back to square one again.

This time we may try the Federal approach, and you think that
would be acceptable?

Mr. LOESCHER. Mr. Chairman, with regard to Native American
tribal government gaming, I think that the partnership between
the Federal and the State and the tribal governments 1s working
and that’s a good place to continue and to maintain this relation-
ship with the public, and I would commend that effort.

Senator INOUYE. I would like to ask one question, if I may of Mr.
Deer.

The Commission recommends that labor organizations, tribes
and States should voluntarily work together—that seems to be the
key word, “voluntarily”—including the right to organize and bar-
gain collectively.

Do you have any views on this?

Mr. DEER. Well, I certainly have views probably as a citizen, but
as a regulator under the present act, I think that I have to be very
careful because we’re talking about sovereignty and we're talking
about a government-to-government relationship, albeit the States
and the tribes. As a regulator, I take no stance on labor law, et
cetera, except that they should follow, I hope, the Federal laws that
do exist, and I think most tribes when I've met with them and
talked to the employees of these casinos, they on the large part are
very happy.

Senator INOUYE. The recommendation also says that if there is
not substantial progress, voluntary progress, over a reasonable pe-
riod of time, whatever that means, that we should stop legislating.

What are your thoughts on that?

Mr. DEgR. Well, again, my thoughts would be almost identical to
what I've previously said. I think that, first of all, what is reason-
able, how much time are we talking about, and that’s why we hope
that Mr. Chairman and yourself have the foresight to know how to
handle that issue when it does come up.

Senator INOUYE. Well, I have a few other questions I would like
to submit, Mr. Chairman, if I may.

The CHAIRMAN. Fine.

Senator INOUYE. Thank you very much.

The CHAIRMAN. Thank you very much.

It was interesting to hear Senator Inouye’s comments and ques-
tions too because the words “good faith” are probably the most
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often used phrase and rarely complied with of any that we see in
this committee, frankly. We also hear that from States and tribes
too, but when we try to find some common solution that both can
buy into, they get very turf conscious, as you know, and go the
other way. They talk about good faith, but States and tribes, nei-
ther one, has really come to the bargaining table when we have to
find some resolution.

You might know of a bill that we recently introduced, S. 985,
that will try to set up an arbitration panel that works out some of
the disagreements between States and tribes before they have to
fight it out in courts. That bill hasn’t moved yet, but it'’s something
that you might be interested in looking at, Robert.

With that, we'll go to the next panel, and I'll go ahead and com-
bine two and three since there are only three people here on both
those panels, and that will be Deborah Doxtator, chairwoman of
the Oneida Indian Tribe; Raymond Scheppach, executive director of
the National Governor’s Association; and Richard Hill, chairman of
the National Indian Gaming Association.

If the three of you would come to the table, we'll start in that
order with Ms. Doxtator first, and your complete written testimony
will be included in the record. So if you could abbreviate like the
last panel, we would appreciate that.

Mr. Scheppach?

He’s not here yet. Well, then we'll go ahead and start with Ms.
Doxtator and then we'll go to Mr. Hill while we're waiting.

STATEMENT OF DEBORAH DOXTATOR, CHAIRWOMAN, ONEIDA
TRIBE OF INDIANS OF WISCONSIN, ONEIDA, W1

Ms. DOXTATOR. Good morning, Mr. Chairman, Mr. Vice Chair-
man and members of the committee. I would like to address the
National Gambling Impact Study Commission’s interpretation of
the role gaming has played in the development of the economies on
Indian lands. Specifically, 1 am concerned that the casual reading
of this report may not fully appreciate the degree to which tribes
are using their revenues to diversify their economies or regulate
their gaming activities.

Chapter 6 of this report, entitled, “Native American Tribal Gam-
ing,” correctly notes that Indian gambling has not been a panacea
for the many economic and social problems that Native Americans
continue to face. This statement is correct for two reasons, in my
opinion: first, the needs throughout Indian country are overwhelm-
ingly profound; and, second, only approximately one-third of all
tribes are located where political or demographic environment will
allow gaming to prevail.

However, in chapter 7 the Commission also stated that economic
benefits of Indian gambling cannot be factually proven. To this end,
the Commission recommended that tribal governments should be
encouraged to use some of the net revenues derived from Indian
gambling as seed money to further diversify tribal economies and
to reduce their dependence on gambling.

Mr. Chairman, as you know, tribes must constantly struggle with
the question, “What should we do first?” Because of the pressing
health and social problems that exist on most reservations, it is po-
litically difficult for tribal leaders to divert scarce gaming funds
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into economic development projects, as opposed to hiring a new
physician or building a new Head Start program. It should be
noted that after spending $5 million this Commission visited a
total of two reservations—the Mashantucket Pequot Nation and
the Gila River Indian Community.

Although these tribes each demonstrate a significant level of
commitment to economic development, they are only two among
many tribes that have used gaming resources to diversify their
economies. In that both of these tribes represent the most success-
ful portion of the spectrum, it might have been of greater value for
the Commission to have visited reservations where job creation was
a primary goal in establishing gaming.

The Oneida Nation has used its financial resources in an effort
to diversify our economy and reduce our long-term dependence on
gaming as our primary income generating activity. We believe our
success in this area benefits both the Oneida Tribe and its local
non-Indian neighboring communities. The result is a strong, inde-
pendent community with an orderly, flexible and stable govern-
ment.

As the Oneida Nation works toward our number one goal of di-
versifying our economy, our efforts will continue to benefit the sur-
rounding area because our enterprises will become more diverse
and comprehensive while renewing dynamic economic growth in
Northeast Wisconsin.

Of course, ours is a unique situation in that we are located near
a metropolitan area. Outside of gaming, the Oneida Nation has ac-
quired or invested in the following enterprises: the Oneida
Radisson Inn is a 301-room hotel located across the street from the
Austin Airport in Green Bay and sits adjacent to the tribe’s casino
and employs over 400 full and part-time positions.

We have invested $7.2 million in Oneida Nation Electronics, a
joint venture with the Plexus Corporation of Neenah, Wisconsin, to
manufacture printer circuit assemblies for a variety of customers
and industries.

The Oneida Nation has invested $40 million in equity and debt
into Airadigm Communications. Aeradigm is a personal commu-
nications service provider, which garnered 15 licenses in the FCC
auctions, covering all of Wisconsin, except Milwaukee, portions of
Michigan and the Eastern third of Iowa. It has over 12,000 cus-
tomers and employs over 120 people throughout Wisconsin.

The Oneida Industrial Park is a 32-acre land development with
18 retail stores, including Sam’s Wholesale, Wal-Mart and Festival
Foods as anchors. The tribe collects lease payments generated from
long-term lease agreements.

Seven Generations Corporation is a limited liability corporation
developed for the purposes of overseeing the commercial properties
for the tribe. Serving as a holding company for real estate and
other business ventures of the nation, this enterprise has leased a
50,000 square foot health facility to Bill and Health Systems, a
family medicine patient care facility specializing in sports medi-
cine, physical therapy, fitness, diagnostic testing and administra-
tive and ancillary services.

Bay Bank is a locally owned full service bank located on the
Oneida Reservation. Bay Bank provides friendly service and com-
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petitive interest rates on deposits, loans and certificates of deposit.
The bank has been opened for over 3 years and is profitable.

The Oneida Nation has entered into partnership with the Green
Bay Area Chamber of Commerce to provide counseling, training
and technical support in the areas of small business management.
The Oneida Small Business Loan Fund facilitates the creation of
small business environment on sovereign lands.

The second area of concern is in the area of regulation. Unfortu-
nately, the Commission did an inadequate job in presenting the
status of current law, with respect to the regulatory nature of In-
dian gaming. The Commission failed to capture the investment
tribes have made through their tribal gaming commissions to en-
sure the protection of their patrons and insulate themselves from
illegal activity or intrusions by organized crime. The report ne-
glected to acknowledge the extent to which class 1II games are reg-
ulated under the terms of the more than 140 tribal-State compacts.

And, finally, the report failed to fully describe the extent to
which the National Gaming Commission is involved in conducting
background investigations and field audits.

In summary, the report fails to present findings in support of the
National Indian Gaming Commission’s newly implemented mini-
mum internal control standards, articulate the true status of off-
reservation land transfers for gaming purposes and include a more
comprehensive discussion concerning the regulatory authority
shared by tribes, the States and the Federal Government through
the National Indian Gaming Commission.

1 bring the committee this information with the intent of
supplementing the already lengthy record that exist concerning
non-gaming economic development and the regulatory framework
under which Indian Gaming is currently being conducted.

Thank you for this opportunity.

[Prepared statement of Ms. Doxtator appears in appendix.

1%Ienaﬁolr1 INOUYE [assuming chair]. Thank you very much.

r. Hill

STATEMENT OF RICHARD HILL, CHAIRMAN, NATIONAL
INDIAN GAMING ASSOCIATION, WASHINGTON, DC

Mr. HiLL. Thank you very much, Senator, Vice Chairman Inouye
and others here.

First of all, I would like to say I need to acknowledge my brother,
John Keefer. My brother, John Keefer, just passed on a few days
ago, and I know most of you folks knew John. He’s from Spokane.
He was a lawyer, a legislator, a chief and a person who really
worked hard to see that we could have gaming, the protection of
gaming and its inherent rights. I would have liked to have gone to
the funeral, but I need to really acknowledge that man and his ef-
forts in this fight here.

Regarding the testimony, Mr. Chairman, I testified here on be-
half of NIGA, both on the House side and the Senate side, when
they developed the legislation to create the National Gambling Im-
pact Study, and that testimony was basically that all gaming would
be studied fairly, equitably and honestly and whatnot. So we were
anxious and proactive in its development, and we interfaced with
the National Gambling Impact Study and its staff and worked out
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some of the logistics and tried to prepare information that would
be useful for them to meet their goals. So we worked really hard
at that from its inception.

Generally NIGA agrees with most of the recommendations, but
it does have a lot of mixed reviews, and our testimony today pri-
marily is really focused on the process that we were engaged in
and whatnot. We understand that they were charged to do this
comprehensive legal factual study on the social and economic im-
pacts on gaming in the United States, and before it even began we
were completely somewhat disappointed, and still disappointed,
that on their website they described our nations as defeated na-
tions and people that were in nations who were terminated, yet
trying to seek Federal recognition, were only acknowledged as
being private associations. We've testified and asked them to
change their web site and would help them to correct that, and to
date that has not been corrected.

The reason that’s important is because it doesn’t recognize the
unique historical relationship that we have with the Federal Gov-
ernment. Those inaccuracies will be accepted by the general public
who dial onto the Internet, and we still want to encourage them
in a good way to try and correct that. So even out of the blocks we
were disappointed in that.

First of all, they decided to do just 2 days on Indian gaming. We
met with them again and we said that maybe to get a full view and
full flavor for what your charge is, you need to have expanded
hearings, and so we were pleased to work with them and pleased
that they dedicated additional days for that purpose. But, as the
chairwoman said here, Debbie, we were disappointed that they
didn’t really go out and see the smaller places in the Dakotas and
really have site visits to other areas in order for them to get a full
feel of the smaller, middle-range and larger types of casinos and
the impacts that those have, both socially and economically, in
those particular communities.

We also met with the Advisory Commission of Intergovernmental
Affairs [ACIR], to give them some guidance, some help, in terms
of protoco! to garner information. We were disappointed that they
did not take our advice, and the notices that went out to places in
tribal government that really didn’t filter down to get the appro-
priate response that they needed. In fact, those responses were
made in July, and I don’t think those notices went out until 5
months later. So the question of their data was really slow, and I
think that even on their first writing they didn’t compile the data
necessary to write the report from our point of view.

With the subcommittee hearings—we’re very thankful for the
subcommittee hearing process, and, as noted before, we had over
100 tribal witnesses, associated agencies and whatnot to come forth
and testify. So we really felt that those testimonies were extremely
important to describe the level of economic and social impact on
those communities, but it really didn’t—the subcommittee initially
did not get the same level of recognition. They didn’t have any
logistical support, no transcript services, things of that nature, and
that was per their operating rules that verbatim transcripts would
occur.
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So what did occur at two of the hearings is—you know, the testi-
mony was lost. They had six field hearings and one-third of the tes-
timony was either misplaced, lost or no where to be found. That
was disappointing given the fact that the Harvard paper, a white
paper, was developed. Sometimes it’s better when white folks say
the same thing that Indians are saying. They went to a prominent
university, they dumped a lot of resources into have the study com-
pleted and compiled, and I think it was very well-done. A lot of
tribes participated in this white paper, and there’s no record of it.
There’s no record in the final report, and there is no record to be
found later on—actually, they ended up blaming NIGA for that,
which we don’t really have responsibility for. So that was dis-
appointing.

The next point I want to make is there was a redirection in their
research at one point in time by the people doing the research. I
think it was the ACIR doing the research, and they were asked to
redirect their report that had already been approved. They decided
to redirect the report to really focus on Indian gaming, and they
sent out 141 travel surveys where we only have a universe of 310,
both casino and class II and class III facilities, and only 25 to the
non-Indian gaming commercial entities where they have a universe
of about 600 casinos, 180 parimutuel, 38 State lotteries—they don’t
have the number of highlight and card rooms but you can see the
universe is much larger.

So there’s this thing they say up here in Washington about an
80-20 rule—you get 80 percent of your work from 20 percent of
your clients. Well, in this instance it was probably 90 percent of the
work for 10 percent of the industry, so you can see that—and the
Treasury wasn’t real happy to respond to this because from this
track record there was this thing about—you talked about good
faith, and trust and things of that nature. Well, we weren’t really
anxious, or the tribal governments weren’t really anxious, to for-
ward information when it was going to be misplaced or mis-logged
or something negative would be happening to it.

The other thing I wanted to note is there was a Dr. Allan Rose
who was an economist hired by the Commission from a State Col-
lege in Pennsylvania. He was hired to review reports for and
against gaming, and his analysis was there was a greater impact
on the economic impact than the social costs of gaming, and that
was no where to be found in the final report. We find that interest-
ing and extremely disappointing because I think that this commit-
tee has heard—I think since 1988 you’ve had seven oversight hear-
ings and 10 legislative hearings. So I don’t really think the Com-
mission has found out anything new that this body here hasn’t al-
ready learned in more detail. We need to compliment the commit-
tee for its hard work, but there was really nothing new to be dis-
covered through the report.

I think our main points were really disappointing in process,
and, like we say time and time again, we just want to be treated
fairly, honestly and equitably and tell our story in a factually-based
manner.

I guess we were pleased to find out at the end of the day that
they did acknowledge sovereignty to a certain extent, and were
pleased that there was acknowledgement in the report for that.
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Some of the positive economic things could have been emphasized
even greater in the report, and I'll highlight that in a moment.
They recognized and acknowledged the fact that tribal govern-
ments are in fact—they didn’t say have primacy in this area, but
we do with regards to class III, but indeed the fact that we are reg-
ulated, which has been an uphill battle to be acknowledged. That
was positive.

They more or less dwelled on the negative social impacts and
really didn’t highlight the positive social impacts; for example, the
AFDC payments in Minnesota and elsewhere have been a large re-
duction in getting people back to work, making taxpayers out of
people who were once tax users and training them to get back into
the large work force. The things that we thought should have been
highlighted even greater was really the acknowledgement of the
tribes who are really one of the top employers in their commu-
nities. If you look at the Prairie Island Community in Minnesota,
they’re the top employer in their community; if you look at the
Oneida of Wisconsin who just testified, they're the largest employer
in two regions; Cow Creek in Oregon, Rosebud, Oregon, are the sec-
ond largest employer; look at the Biloxi Indian Nation, the largest
employer in Parish County; the Oneida Nation in New York is the
largest employer; and also the folks at Lock Creek are there; the
Band of Superior Chippewa Indians is the second largest employer.

So I think that could have been—a lot of things that were high-
lighted by the 100 chiefs who testified, a lot of the data that fell
off the table or disappeared could have been really highlighted, and
they were things we were trying to emphasize. So we were dis-
appointed that those things were not included.

Compulsive gambling, on a percentage have more programs and
have dedicated more resources in terms of the issue of compulsive
gaming and really dedicated a lot of resources in that area that
really kind of tip the scale when you make a comparison between
commercial gaming and efforts that the tribal governments have
made in this particular area, and, in some instance, like Min-
nesota, have gotten recognition for their creativity in this area and
their impact in that particular area.

The last point I'm going to make is about the pause, and we
know this committee and others—and you spoke to it—about how
do we break this log jam, how do we bring this to some closure?
We were proud of the Secretary too for issuing the secretarial pro-
cedures to remedy the log jam for the class Il gaming compact pro-
cedures.

So without qualification and without really having a factual basis
to—in fact, at one point they issued a letter to try to block the sec-
retarial procedures, this Commission did, which we didn't like. In
another instance—you say, “Well, if they're going to do that, maybe
they could help us with the Kyl bill so that could be held until the
study was issued,” but that fell on completely deaf ears.

Those are a lot of the reasons why we didn’t care for process.
There’s mixed reviews in terms of the final recommendations, but
I think the term “pause” really disturbed us and the fact that
there’s ongoing negotiation. We've had an economic pause for over
150 years, and we're seeking way to remedy class 111 compact nego-
tiations, and so we don’t have time for a pause. The only thing
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pause would really mean is one less scholarship, one less day care
center, one less hospital, one less meaningful thing because it's
proven to be the only economic engine that works in Indian coun-
try. We want to maintain that and try to move that forward.

Just a few additional things, Mr. Chairman. Their chapter 7 is
really not consistent with most of the report. It really kind of takes
a shot at us in terms of some of those findings, so I think it’s kind
of contradictory to their overall findings, and the economic impact
that outweighs the social impact of gaming. I think it was their
best chance to get us, so to speak.

In terms of good faith, which you mentioned earlier, Mr. Vice
Chairman, is that there are 189 compacts in 26 jurisdictions, so I
think there’s a certain amount of good faith out there. I think we
strive for that to be our goal, and we continue to offer constructive
ways to achieve that. One of our latest was the negotiations with
Ray here and his group, something to break the log jam, and that
was a facilitator-—you know, let's get someone in there who has
some wherewithal to bring the parties together. When we asked for
that request, it took us 5 months to get a response and only to get
another no in terms of exploring a remedy, finding a remedy, to
kind of bring this thing to some closure, only to get to that point
again.

So I guess that’s something that needs to be noted again for the
record, that we have tried to advance things in a good positive way
only to find out at the end of the day that some of our proposals
have been unacceptable.

I need to thank this committee for their due diligence on this
subject and many others. Thank you for allowing me to testify this
morning.

[Prepared statement of Mr. Hill appears in appendix.]

Senator INOUYE. Thank you very much, Mr. Hill.

May I now call upon Mr. Scheppach.

STATEMENT OF RAYMOND SCHEPPACH, EXECUTIVE DIREC-
TOR, NATIONAL GOVERNORS ASSOCIATION, WASHINGTON,
DC

Mr. ScHEPPACH. Thank you, Mr. Chairman. I thank you for the
opportunity to appear before you for the National Governors on
this important study.

Since the report was only issued a few days ago, these comments
should be viewed as preliminary. The report provides strong evi-
dence that the Indian Gaming Regulatory Act of 1988 is working.
In its report the Commission cites a successful completion of nearly
200 tribal and State compacts for class III gaming. The Commis-
sion’s finding also State that there has been a more than a 30-fold
increase in gaming revenues for the tribes over the past 10 years—
this seems to be further proof of this. In fact, I think the report
further says that even between 1996 and 1997, as I remember,
tribal revenues grew about 16 percent—three to four times what
total revenues for gaming grew. So we continued to get much faster
growth in tribal gaming revenues than other gaming revenues.

The Commission raised many concerns in their Chapter 6, and
several of them are viewed by the Governors as major issues:
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First, I would like to address the several that are consistent with
the Governors’ views, and then talk about one area where we have
significant differences.

The recommendation 6.9 on enforcement of IGRA, the Commis-
sion recommends that the Federal Government fully and consist-
ently enforce all provisions of the Indian Gaming Regulatory Act.
The Governors applaud the Commission for pointing out that the
Department of Justice has not fulfilled its responsibility to enforce
existing law in regards to un-compacted gaming. This is a very,
very significant problem, particularly in three States.

Recommendation 6.2 on the scope of gaming, the Commission
recommends a class III gaming activity should not include any ac-
tivities that are not available to other citizens, entities, organiza-
tions of the State, regardless of technological similarities. It’'s the
Governors’ understanding that the Rumsey decision accurately in-
terprets IGRA and ensures precisely what the Commission sup-
ports.

On the third one, the recommendation 6.10 and 6.12, voluntary
negotiations between tribes and States, the Commission rec-
ommends that tribes, States and local governments should continue
to work together to resolve issues of mutual concern, rather than
relying on Federal law to solve problems for them, and that the
Federal Government should leave these issues to the States and
the tribes for negotiation. The Governors appreciate the Commis-
sion’s recognition that States and tribes should seek to voluntarily
negotiate issues, whether or not related to gaming.

Recommendation 6.11, economic development and local impact of
gaming, the Commission recommends that gaming tribes, States
and local governments should recognize the mutual benefits of In-
dian gaming and the need for reciprocal agreements to mitigate the
negative impacts of activities when they occur, and I would say
that the Governors concur with that recommendation, as well.

Now, I would like to state one important area where Governors
disagree with the recommendations. This has to do with rec-
ommendation 6.13, which is the bypass mechanism:

The Commission does recommend that all parties to class III ne-
gotiations should be subject to an independent, impartial decision
maker who is empowered to approve compacts in the event the
State refuses to enter into a class III compact.

Here, the Commission takes nearly the same stance as the De-
partment of the Interior after stating that there have been disputes
between the States and tribes in regard to class III gaming com-
pacts. The Commission takes the position that those matters
should be resolved. It is not clear that the Commission had ade-
quate understanding of this issue, but, clearly, the Governors’ op-
pose that recommendation. If there is a third-party to intervene
and make those decisions, we think it takes the pressure away
from the two parties to reach any agreement.

There have been some problems—I don’t deny that, but the mere
fact that we have somewhere between 180 and 200 compacts, reve-
nue growth has been 30-fold over 10 years and continues to grow
quite rapidly are all indications that IGRA is in fact working.

That will conclude my short summary, Mr. Chairman, and I
would be happy to answer any questions.
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[Prepared statement of Mr. Scheppach appears in appendix.]

Senator INOUYE. Thank you very much, Mr. Scheppach.

First, I have been asked by the Chairman to convey his apologies
for leaving. He has other commitments.

May I ask either Mr. Hill or Chairperson Doxtator, the Commis-
sion recommends that Indian gaming not be inconsistent with the
States’ gambling policy, that class III gambling should not include
any activities that are not available to other persons, entities, orga-
nizations in a State, regardless of technological similarities.

What do you think of this recommendation, Mr. Hill?

Mr. HiLi. Well, what’s good for—I guess the bottomline is we
want equal treatment at the end of the day. If it’s going to be al-
lowed, it’s going to be part of public policy, then we think it should
be negotiated. In terms of what we testified a few weeks ago, we
need to maintain presently what we have on the books that have
been negotiated, the activity that they have in Oklahoma with re-
gards to Megamania, Quartermania and the use of those telephone
lines and satellite uses need to be maintained. I think we’re going
to go into an era, you know, where we don’t know exactly what's
going to happen in terms of technology, but what every other part
of the industry has we would like to be included to remain in the
marketplace in this gaming area.

Senator INOUYE. So you do not believe that this recommendation
should be implemented at this stage?

Mr. HILL. As far as the recommendations, these things should be
ilegotiated at the tribal and State level, and that’s where it should
ay.

Senator INOUYE. Chairman Campbell has asked me to ask this
question of Chairperson Doxtator:

What is the current employee protection framework for employ-
ees who work for the tribe? Is there a grievance and appeal system
for employees who feel they have been treated wrongly?

Ms. DOXTATOR. Yes; there is. We have a normal due process sys-
tem within our tribe. We have a blue book, which entails our per-
sonnel policies and procedures, and we follow Federal labor laws in
putting that together. So if there are grievances or complaints, they
have an opportunity to be heard on a number of levels within the
tribe. They can appeal those decisions—that’s why I'm saying it can
be heard on a number of levels.

So we're an equal employment opportunity employer so that ev-
eryone is allowed due process.

Senator INOUYE. Thank you.

Chairman Campbell has asked me to ask this question of Mr.
Scheppach:

The Commission recommends that Congress should, quote,
“specify a constitutionally sound means of resolving disputes be-
tween States and tribes regarding class III gambling.” What is the
position of the National Governor’s Association on the proposal that
Senator Campbell has set forth in S. 985, which outlines a proce-
dure for resolving these disputes?

Mr. ScHEPPACH. We would be opposed to that, Mr. Chairman.
We're opposed to anything congressionally that would allow any
kind of by-pass or any kind of mechanism. Again, we think that the
current law provides a tension for the tribes and the States to come
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together and work out a compact—and we've got a long history of
doing it—and we disagree with anything that preempts that abil-
ity. I think there are real questions about the Constitutionality of
any law that would in fact interfere with State sovereignty.

Senator INOUYE. In no way do I question the integrity of the wis-
dom of the members of the Commission, but I note that one mem-
ber is a member of the Nevada Regulatory Commission; another
represents MGM Grand, a commercial gambling organization in
Nevada; another is a senior political figure in California; and an-
other is senior representative of the Hotel and Restaurant Employ-
ees National Union.

Do you believe that there were enough members on the Commis-
sion who were knowledgeable of the laws that apply to Indian and
Federal Government relations?

Mr. SCHEPPACH. I really can’t judge that. I mean, we did ask, as
I remember, to have a governor on the panel, and we did not get
anybody in. As I remember, I think the only person who represents
State Government was the former Lieutenant Governor of Califor-
nia, if 'm not mistaken. But I'm really not capable of judging mem-
bers of the Commission.

Senator INOUYE. Mr. Hill, do you think it was well-balanced?

Mr. Hirr. No; it wasn’t well-balanced at all. I think you really
come up with that when you have appointments from different sec-
tors of the government here. It really doesn’t lend to the expertise,
as needed, and the continuity that’s really needed. We were really
disappointed in what we were advocating, but Bob Loescher really
represented our interests and our concerns with great enthusiasm.
He did his homework on the subjects he wasn’t familiar. So we had
to make due with the best that we’ve had, but when I got with the
Commission, it was the Christian Coalition, the Nevada interests,
our interests, other interests that were anti-gaming, conservative
points of view in terms of gaming.

So it was almost like Frankenstein meeting Dracula when we all
met at the same table and didn’t have a full discussion on various
serious points with reference to union issues or legal points. They
didn’t have the background to really fully discuss it, and it really
was at a disadvantage in terms of having a decent discussion, a
legal discussion, things that could really lead to some positive pro-
ductivity in terms of conversation, as well as final outcomes of the
report.

So, certainly, this was a complete mismatch and misbag. So I
really think they were short in a lot of legal aspects.

Senator INOUYE. Thank you.

Mr. Scheppach, I have read your written statement and found it
very interesting. I would like to ask a few questions, based upon
that testimony, if I may.

You posed the question, why should Indian tribes seek a compact
with a State if there is no penalty in skipping that step? If I may
respond by asking this question of you. Frustrated tribes, as you
can imagine, have frequently asked this committee, what can we
do if a State refuses to negotiate a compact and asserts its 11th
amendment immunity to suit?

How should I respond to that question?
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Mr. ScHEPPACH. Well, Mr. Chairman, my sense is that what hap-
pens in those cases is the tribal government wants to negotiate out-
side the laws of what’s allowed for other residents in the State. 1
don’t see any reason why a State would ever bring up the 11th
amendment if a tribe was asking for what is legally allowed by
other citizens in the State, and I think if you look closely at a lot
of the cases, that, in essence, is the problem. This always boils
down to, I think—Rick would probably agree—to scope of gaming,
and where this is an agreement on this scope, 'm not sure we have
problems; it’s when there is disagreement on this scope. I think a
lot of those disputes are because of tribes wanting to jump outside
of what was legally required.

Senator INOUYE. In your written statement, there is an extraor-
dinary sentence that there is a need for formal State involvement
in the recognition of new tribes. What do you envision the State in-
volvement would be, and why should States have a role in what,
I am certain you are well aware has always been an exclusively
Federal responsibility and authority under the U.S. Constitution?

I do not think there is any Federal court decision or law on our
books that would suggest the States have a role in the recognition
of new tribes. Why this new approach?

Mr. ScHEPPACH. Well, maybe I'll trade that off for the constitu-
tional protection on the by-pass.

I think merely it’s the first step toward lands being brought into
trust for purposes of gaming, and that’s the reason I think some
of the governors have talked about that.

Senator INOUYE. You do not believe that the present process ade-
quately protects your interest?

Mr. ScHEPPACH. Not entirely. It also has to do with lands being
brought in for—I mean, there’s an increasing problem, I think, in
terms of lands being brought into trust, not for gaming but for
other purposes, and being inconsistent with zoning and taxing and
a number of other issues, which I think we’re beginning to face
more and more now.

Senator INOUYE. This report also speaks of an impartial third-
party.

Why are you opposed to that?

Mr. SCHEPPACH. Again, because I think that as soon as you set
up an alternative mechanism, it takes the pressure off the tribe to
stay at the table and work something out. They will go and appeal
directly to a third-party, and we think it's inappropriate for the
third-party to interpret State law with respect to gaming. It’s up
to the State—I mean, they have adopted the law, and it’s up to the
State to decide what’s consistent with State law.

Senator INOUYE. In your written statement—and I am going to
quote this because it is very important—you state that, quote,

If traditional State authority to regulate gambling was the underlying principle

of IGRA that led to the requirement for tribal-State compacts, then the Authority
of a State to interpret its gambling laws should not be preempted.

And if I may react to that, as the primary sponsor of the act in
the Senate, as you are well aware, I can assure you that the Indian
Gaming Regulatory Act is premised not on the authority of the
States, but on the constitutional authority vested exclusively in the
Federal Government to deal with Indian tribes. As I indicated, pos-
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sibly before you came in, we premised all of our legislative activity
on that concept, on the government-to-government relationship be-
tween the United States and the Indian nations..

As I indicated earlier, we initially proposed a joint Federal tribal
regulatory framework for Indian gaming consistent with traditional
relationships in other areas, but, as you know, the administration
and Justice didn’t want any part of that. We did not have a role
for the States initially, if you look at the old bills that we consid-
ered. But, as you recall, the National Governors’ Association and
the various States came to this committee and said that in this one
area, gaming, they wanted to be involved. So we fashioned the
framework and legally took away some of the so-called sovereign
prerogatives of Indian nations, and we authorized the application
of State law where it would not otherwise apply. Up until then
State laws did not apply to Indian gaming, and I think the Su-
preme Court’s decision made that very clear.

So I simply do not understand where or how you think the Fed-
eral Government is preempting a State’s interpretation of its laws.

Mr. ScHEPPACH. Well, I think—you, obviously, wrote the legisla-
tion but it seems to me, Senator, it was in fact a compromise be-
tween the Federal responsibility as trustees for the tribes—and
you're right. You constitutionally had the right to do whatever you
wanted to do with respect to gaming on trust lands, but I think you
compromised with the States and with State law because this 1s a
very, very emotional issue with States with respect to gaming. I
think you worked out what was a pretty workable compromise, and
I don’t disagree that tribes didn’t give up some sovereignty in that,
but I think you've got to look back at the track record. I think that
we do have almost 200 compacts, and it has been working. Per-
haps, there’s now tribes, I think, receiving well over $6 billion in
income, up from $200 million in 1987—that’s quite a dramatic in-
crease. | think tribes and States have been working in good faith
during this period.

It’s not clear to me that States are not continuing to work in
good faith. I don’t know that we have a huge problem out there
where States are going to the 11th amendment in every case to
preclude negotiations. I think they’re doing that primarily when I
think a tribe wants to negotiate outside the realm of State law.

Senator INOUYE. Well, I am certain you recall that when we
began this process after Cabazon, and the States came into the pic-
ture, we had an understanding that the law as drafted by the com-
mittee, finally, met your approval. Is that not right?

Mr. SCHEPPACH. I think, by and large, yes, Mr. Chairman.

Senator INOUYE. And, as a result, the bill passed the Congress
with a substantial margin, and in that measure we have provisions
in which if the State should not want to pursue negotiations for a
tribal State compact, the Secretary of the Interior would get into
the picture and no one objected to that at that time.

What is the objection now?

Mr. ScHEPPACH. Well, I guess we've got history now where the
current system is in fact working, and we don’t believe that it
needs another party to get involved in it. Plus, we're in a very dif-
ferent place now with respect to gaming than we were 8 or 10
years ago, in terms of the level and the magnitude.
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Senator INOUYE. I will re-read the Commission report again, but
the impression I gathered from my first reading is that the Com-
mission members feel that as a result of the present arrangement
we have a patchwork quilt of regulations all over the United
States. There is no uniformity, no standard, and, therefore, they
seem to recommend that the Federal Government get into the act
and set up policies and regulations.

What are your thoughts on that?

Mr. ScHEPPACH. I don’t agree with that as a reading of the re-
port. I mean, time and time again they talk about the Federal Gov-
ernment should not be involved in this, that in fact these issues
should be left up to the tribes and to the States. I mean, the report
is across-the-board there with one exception in terms of this by-
pass mechanism.

Senator INOUYE. Now, you use the word, “preempt.” Where is the
Federal Government preempting States’ prerogatives?

Mr. SCHEPPACH. Well, I use the term with respect if the Federal
Government gives the tribe the ability to have gaming that’s above
and beyond or inconsistent with State law. I look at that as a pre-
emption of State law.

Senator INOUYE. So there is no preemption?

Mr. ScHEPPACH. 1 look at it as such; you may not, Senator.

Senator INOUYE. Well, I have several other technical questions 1
would like to submit, if I may, Mr. Scheppach, and Mr. Hill and
Chairperson Doxtator. I thank all of you for sharing your wisdom
with us, and the committee wishes to especially thank members of
the Commission for spending their time hoping to find a national
solution. But, apparently, I am certain all of you would agree that
we are back to square one again. I hope we will be able to come
to the table all together and come up with something because my
concern is your concern. At the present time the success ratio is
pretty high and there are compacts, but if one State asserts the
11th amendment, State B may get interested in that and State B
may get interested in that. Before you know it, the whole frame-
work will collapse, and I, for one, would not want to see that.

So I hope that we can get together and come up with something,
instead of just criticizing whatever all of us are doing here.

Thank you very much, and the committee stands in recess. I say
recess because I am certain all of you would like to submit addenda
or supplementary testimony.

Thank you very much.

[Whereupon, at 10:55 a.m., the committee was recessed, to recon-
vene at the call of the Chair.]
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ADDITIONAL MATERIAL SUBMITTED FOR THE RECORD

PREPARED STATEMENT OF HON. DANIEL K. INOUYE, U.S. SENATOR FROM HAWAII,
VICE CHAIRMAN, COMMITTEE ON INDIAN AFFAIRS

Mr. Chairman, I am pleased to join you today in receiving testimony on the final
report of the National Gambling Impact Study Commission

This long awaited report will be perceived as controversial to some, and conserv-
ative to others.

But [ believe that the sponsors of the legislation establishing the commission were
sincere in their desire that the rapid growth of gaming in the United States be as-
sessed and evaluated.

This report asserts that there is no central focal point for the formulation of policy
or the regulation of an industry that some believe is expanding at a rate that is
out of control.

and yet, [ remember all too well, that when the Congress was considering the bill
that was enacted into law as the Indian Gaming Regulatory Act in 1988, the De-
partment of Justice and the administration were strongly opposed to any Federal
presence in the regulation of Indian gaming.

The same principle—that gaming was a matter for the States to address—was ap-
plied as well to the imminent growth of commercial gaming in States other than
Nevada and New Jersey.

Some will read this report and conclude that the only way to bring this ever-ex-
panding growth of gambling activities under control is to put in place a Federal pol-
icymaking and regulatory framework.

This would assure the comprehensive approach to limiting the exponential expan-
sion of gaming that the commission’s report documents, and would provide for a uni-
form system of regulation that is now little more than a patchwork quilt of the var-
ious States’ fgaming laws and regulations.

As most of you know, Hawaii 1s one of the two States in the Union that criminally
prohibits all forms of gaming, and I speak from the vantage point of one who sup-
ports that policy of my State.

On the other hand, I served as the primary sponsor of the Indian Gaming Regu-
latory Act in the Senate, and I have tried over the ensuing years to listen carefully
to both the proponents and detractors of tribal gaming.

While gaming has not proven to be a panacea for the conditions of poverty that
plague most tribal communities, it has brought about the means for some tribal gov-
ernments to address the health and educational needs, of their citizens, and to pro-
vide the range of governmental services to all reservation residents—be they Indian
or non-Indian.

It should also be noted that where tribal gaming has met with success, it has also
proven to be a substantial windfall of prosperity to those non-Indian communities
that surround reservations.

The commission’s recommendation that “the Congress should specify a constitu-
tionally-sound means of resolving disputes between States and tribes regarding
class III gambling” is one which I think most of us would endorse.

(25)
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It is, after all, the objective we have been trying to achieve for many, years now.

For those who are critical of the Interior Secretary’s efforts to bridge the chasm
of the stalemate between States and tribes, I would challenge you—as I have on
every occasion that this committee has addressed matters related to tribal gaming—
to advance your own constructive suggestions.

We have tried our best to bring people together, and to work with everyone con-
cerned to fashion solutions to the problems that divide you, but we have yet to re-
ceive even one suggestion or one recommendation from the affected parties.

So I call upon the State and tribal governments once again, and I ask you not
to use this commission report as another straw man in your public posturing, but
to commit yourselves and the governments you represent to getting down to busi-
ness.

Many consider me to be a patient man, but I will tell you, I am running out of
patience and we are all running out of time.

So after you have finished berating some parts of this report and praising other
parts, I ask you to come to a table.

. If the secretary’s table is not the one you want to frequent9 then come into this
orum.

We have plenty of meeting areas and we come with a commitment to bring an
end to the fractiousness and the battles which have been waged in the media for
far too long.

Let us behave like responsible adults and get down to the task that confronts us.

I would hope that before the end of next week, we will have heard from the States
and the tribes.

Thank you, Mr. Chairman.

PREPARED STATEMENT OF HON. PAUL WELLSTONE, U.S. SENATOR FROM MINNESOTA

I appreciate the Commission’s inclusion of testimony from Minnesota tribes and
communities in their final report. I think for people to have confidence in the re-
port’s conclusions, they have to believe that the concerns of all communities and in-
terests were fairly weighed.

The report highlights the fact that gaming revenues, combined with wise leader-
ship, have made a dramatic difference in some Indian reservation economies. We
have had a terrific record in Minnesota. I think it’s no mistake that the final report
cites examples of two Minnesota tribes in its section on economic development in
Indian country. The report notes that the Mille Lacs Band of Ojibwai has gone from
60 percent unemployment in the late 1980’s to almost zero percent today. [Let me
say, parenthetically, that while gaming has been part of the solution at Mille Lacs,
% think }:he leadership of the tribe, under Marge Anderson, has really made the dif-
erence.

This quote from Darrel Campbell of the Prairie Island Sioux was also included
in the report: “We no longer rely only on government funding to pay for the basics.
We have used gaming proceeds to build better homes for our members, construct
a community center and an administration building, develop a wastewater treat-
ment facility and build safer roads. We are also able to provide our members with
excellent health care benefits and quality education choices...We are currently
working with the [Mayo Clinic] on a diabetic study of Native Americans. We can
provide chemical dependency treatment to any tribal member who needs assistance.
And our education assistance program allows tribal members to choose whatever job
training, college, or university they wish to attend.”

On diversified economic development: Again, obviously gaming has been a big
boost to those tribes that have it and have been successful at it. But, I think the
wisest tribal leaders are taking these revenues and reinvesting them into the res-
ervation to diversify their tribal economies. For example, the Mille Lacs Band has
used some of it’s gaming revenues to buy two banks and some restaurants, and has
also created a Entrepreneur fund to provide assistance to small business owners.
The Red Lake Band has started a pre-fabricated housing business.

These tribes and their leaders realize that having their communities be dependent
on an income stream from one industry is a mistake. You never know what tomor-
row may hold. Changing tastes, changing attitudes, or increased competition. For
example, my state is considering allowing more non-Indian gambling. Diversifying
tribal economies is the next step tribes need to take to secure their economic future.

On problem gamblers: The statistics on problem and pathological gamblers cited
in the report are deeply troubling. Over 15 million Americans are thought to be ei-
ther problem gamblers or pathological gamblers. Only one-half of those individuals
are thought to be adults, the other one-half are adolescents who, in many cases, are
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too young to be able to legally gamble. Even sadder are the personal stories of ru-
ined lives included in the report. Livelihoods lost and families destroyed are some
of the legacies of gambling addiction.

I think it is important, even as we laud the positive impact of gaming in Indian
Communities—including those in my own state, that we not forget this social im-

act.
P I think the report makes some good suggestions as to how we can address these
problems: Such as education, posting of information about problem gambling and
places to seek help in Casinos. Clearly this is an issue that merits further study.

I applaud those tribes who have been proactive about addressing problem gam-
bling at their Casinos. This shows a real understanding that there can be negative
social consequences associated with the practice of gaming, which is seen as very
much a net positive for Indian nations. Furthermore, it demonstrates the willing-
ness to face up to these issues and to attempt to address them. That is wise and
compassionate leadership.

On regulation of Indian gaming: I think Indian gaming needs to be well regulated
just as non-Indian gaming should be. Regulation is important not just to ensure the
integrity of the games themselves, but also to ensure that tribes derive the maxi-
mum benefit from gaming revenues.

Regulation of Indian Gaming should be done in ways that are consistent with the
intent of the Indian Gaming Regulatory Act—in other words, with maximum consid-
eration for Indian Sovereignty.

I strongly support the mission of the National Indian Gaming Commission to
work with tribal governments to ensure that Indian gaming is regulated.

Gaming is not a panacea: I am frustrated that gaming often seems to dominate
discussions about Indian country. The report makes clear something that I, this
committee, and the chairman have been saying for years: That not all tribes game.
Some are unwilling for cultural or other reasons, others will simply be unable to
take advantage. Some tribes have tried and failed. We cannot look to gaming to
solve all the problems in Indian country.

In fact the report notes that “There was no evidence reported to the Commission
suggesting any viable approach to economic development across the broad spectrum
of Indian Country, in the absence of gambling.” I think that supporters of Indian
gaming may take this as a positive statement—and, again, I don’t dispute that gam-
ing does make a huge different for some communities—but I think this finding is
also disturbing, because, again, gaming will not work for all tribes across the coun-
try. We are going to need to find other mechanisms.

As the report notes, more than two-thirds of the 554 federally recognized tribes
do not game. Of those that do, the top 20 account for 50.5 percent of the total reve-
nues. This is a remarkable concentration. Too often we look to the most succassful
gaming tribes as “typical” gaming tribe. I think non-Indians sometimes assume that
the problem of poverty in Indian country has been solved by gaming. We need to
ensure that Americans realize the truth: That poverty is still pervasive, that unem-
ployment is pervasive, that there are still significant housing shortages and health
care shortages in many Indian communities.

Last, we must be careful that the success of a few tribes does not erode the trust
relationship between the Federal Government and all Indian tribes. The Federal
Government has significant obligations which must be maintained. Funding levels
for most Federal Indian programs have stagnated or declined in recent years. This
trend must be reversed.

PREPARED STATEMENT OF RAYMOND SCHEPPACH, EXECUTIVE DIRECTOR, NATIONAL
GOVERNORS ASSOCIATION

Mr. Chairman and members of the committee: My name is Raymond Scheppach
and I serve as the executive director of the National Governors’ Association. I thank
you for the opportunity to present the views of the Nation’s Governors on this im-
portant study.

Since the report was only issued a few days ago, these comments should be
viewed as preliminary. The report itself was over 300 pages in length, and the Com-
mission issued a total of 76 recommendations. The report provides strong evidence
that the Indian Gaming Regulatory Act of 1988 [IGRA] is working. In its report,
the Commission cites the successful completion of nearly 200 tribal-State compacts
for class III gambling. The Commission’s finding of a 30-fold increase in gamﬁling
revenues for tribes over the past 10 years is further proof. The Governors believe
that this evidence demonstrates the good faith effort of States to implement IGRA.
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Many of the recommendations contained in other chapters of the report may have
significant impact on tribal gambling and the State—trigal relationship in regard to
class III gambling. But today, at this early stage, I'd like to restrict my remarks
to the chapter on tribal gaming.

Chapter 6: Native American Tribal Gambling

The Commission raised many concerns in this chapter, and several of them are
viewed by the Governors as major issues. First, I'd like to address those major areas
where the Commission’s conclusions were consistent with the Governors’ views and
then highlight one significant area where we differ.

Recommendation 6-9 enforcement of IGRA. “The Commission Rec-
ommends that the Federal Government fully and consistently enforce all
grovisions of the Indian Gaming Regulatory Act.” The Governors a? laud the

ommission for pointing out that the Department of Justice has not fulfilled its re-
sponsibility to enforce existing law in regard to uncompacted gambling. Failure to
enforce State authority over compacts has added significantly to the problem of
gamblings impact on the Nation, both in hastening the spread of mblinfg and in
creating an atmosphere of uncertain or unclear regulatory responsibility. If a State
has no compact with a tribe operating a casino within that State, the State is not
able to establish and enforce standards to ensure integrity and fiscal responsibility.
The majority of gamblers in most tribal casinos are not residents of reservations,
but are citizens of the State. The protections that their State could have established
through a compact are lacking. Further, the existence of substantial uncompacted
gaming threatens the effectiveness of IGRA. Why should Indian tribes seek a com-
pact with a State if there is no penalty for skipping that step? Governors are
pleased that the Commission has highlighted this very important issue.

Recommendation 6-2 scope of gaming. “The Commission recommends
that class III gambling activities should not include any activities that are
not available to other citizens, entities, or organizations in a State, regard-
less of technological similarities.” The ability of States to regulate gaming, an
authority that IGRA clearly uses as the basis for requiring tribal-State compacts for
class III gaming, could not exist if definitions of the games were left to the industry
and technology. Technology will certainly lead to different approaches to more and
more games of chance. In order to regulate gambling, it is imperative that State
statutes and regulatory rulings be respected. It is the %overnors understanding that
the Rumsey decision accurately interprets IGRA and ensures precisely what the
Commission supports, that technological similarities not be the basis for the classi-
fication of games. Governors are pleased that the Commission has raised this issue
and pleased that the Commission opposes equating technologically similar games.

Recommendations 6-10 and 6-12 voluntary negotiations {)etween tribes
and States. “The Commission recommends that tribes, States, and local gov-
ernments should continue to work together to resolve issues of mutual con-
cern rather than relying on Federal law to solve problems for them (6-10);
and the Federal Government should leave these issues to the States and
tribes for negotiation (6-12).” The Governors appreciate the Commission’s rec-
ognition that States and tribes should seek to voluntarily negotiate issues, whether
or not related to gaming. To the Governors, many tribal issues are related to gam-
ing because the State-tribal relationship is very complex. The Governors continue
to seek voluntary discussions on a wide range of these issues, and believe that ac-
tions of the Department of the Interior have been detrimental to these discussions.
The Governors are also pleased that the Commission has asked the Federal Govern-
ment to leave these issues to the States. Besides scope of gaming issues and im-
proved enforcement authority over uncompacted gaming, the Governors seek to ne-
gotiate issues such as greater State input into trust land acquisitions, appropriate
enforcement mechanisms for taxes that are legitimately assessed pursuant to settled
principles of tribal law, and the need for formal State involvement in the recognition
of new tribes.

Recommendation 6-11 economic development and the local impact of
gambling. “The Commission recommends that gambling tribes, States, and
local governments should recognize the mutual benefits...of Indian gam-
bling and...the need for reciprocal agreements to mitigate the negative ef-
fects of the activities that may occur....” The Commission was charged with two
explicit questions regarding the extent to which gambling provided revenues to Na-
tive American tribal Government, and the extent to which alternative revenue
sources may exist for such governments. Much of the chapter describes the impact
of gambling in terms of tribal revenues and social impacts. Earlier this year in testi-
mony before this committee, I suggested that IGRA was by and large a success,
pointing out the large number of tribal-State compacts. The nearly 200 compacts
and the 30-fold increase in gambling revenues that tribes have achieved in the last
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10 years both demonstrate that States are very supportive of Indian tribes’ efforts
to use gambling to provide jobs and to raise the standard of living for their people.
We are pleased that the Commission’s research backs up this belief about IGRA’s
success and that the Commission recognizes the responsibility of tribes to the local
Communities.

Now 1 would like to turn to the one important area where the Governors disagree
with the recommendation of the Commission.

Recommendation 6-13 bypass mechanism. “The Commission recommends
that all parties to class III negotiations should be subject to an independ-
ent, impartial decisionmaker who is empowered to approve compacts in
the event a State refuses to enter into a class III compact....” Here the Com-
mission takes nearly the same stance as the Department of the Interior. After stat-
ing that there have been disputes between the tribes and States in regard to Class
III gambling compacts, the Commission takes a position on how those matters
should be resolved. It is not at all clear that the Commission had adequate informa-
tion and resources to investigate this matter. The Commission’s recommendation is
focused on a State that refuses to enter into a class 11l gambling compact. No cir-
cumstances or facts are included that might explain the State’s decision to not enter
a compact. This recommendation does not respect the sovereignty of the States.
Much of the confusion and conflict that has arisen out of IGRA implementation cen-
ters around determining which gambling activities and devices are permitted by a
State’s public policy. The Governors assert that gambling public policy must be de-
termined by reading a State’s laws and regulations. Ultimately, a Governor must
not be compelled by Federal law to negotiate for gambling activities or devices that
are not expressly authorized by State law. The Governors are disappointed with the
Commission’s recommendation. If traditional State authority to regulate gambling
was the underlying principle of IGRA that lead to the requirement for tribal-State
compacts, then the authority of a State to interpret its gambling laws should not
be preempted.

The Full Report

While the ?13] research report needs more time to be evaluated, one conclusion
is continually reinforced in every section, the impact of gambling on individuals and
the community. This is a concern that States have as well as the regulators of gam-
bling in our Federal system. It is a responsibility that Governors will continue to
explore. There has been a rapid expansion of gambling. How this should impact the
State-tribal relationship under IGRA needs to be further discussed. The Governors
stand willing to meet with you and with members of the Commission and with trib-
al representatives to further the development of effective public policy in this crucial
issue.
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Statement by
Commissioner Robert W. Loescher
Of the National Gambling Impact Study Commission

Presented to
The United States Senate Committee on Indian Affairs,
June 23, 1999

Regarding the
National Gambling Impact Study Commission Report

My name is Robert W. Loescher. I am the President and Chief Executive
Officer of Sealaska Corporation representing 16,000 shareholders and tribal
members originating from the communities of Southeastern Alaska. My Tlingit
name is Kah Toosh Tu’. I am a member of the Tlingit Nation, the Eagle Tribe and
the Chookaneidi clan, the people of Glacier Bay and Hoonah, Alaska. I am of the
Ice House. Our clan crests are the bear and the porpoise.

President Clinton appointed me to serve as the only Native American on the
National Gambling Impact Study Commission. The Commission was charged by
Congress to study, among other things, the status of tribal governmental sponsored
gaming in the United States. The Commission came to realize that this was a
complex task and appointed a Tribal Gambling Subcommittee. The Subcommittee
had six field hearings in addition to the full Commission hearings. It sought the
views of tribal leaders throughout Indian Country. Over 100 tribal leaders came to
testify at their own expense and their views influenced the tone and texture of the
final report.

In further recognition of the importance and complexity of the task, the
Subcommittee sought and received concurrence by the Commission to have its
own separate chapter in the final report. The report on Indian gaming is simply a
snapshot of the status of Indian gaming in America today. The Commission
concluded that the right of tribal governments to operate gaming is deeply
entrenched in the tribes’ special relationship with the Federal government in the
United States Constitution. And this distinguishes Indian tribal governmental
gaming from all other gaming in the United States. Congress created a second
critical distinguishing attribute of Indian gaming in the Indian Gaming Regulatory
Act (IGRA) of 1988 - the revenues from Indian gaming must be used for the social
and economic benefit of tribal members who desperately need it. In my view, the
benefits from Indian gaming are just a tiny downpayment on the deficit of
stupendous social and economic needs facing the vast majority of Native

1
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American citizens. The Commission record strongly supports the conclusion that
the economic benefits under IGRA are being realized.

Indian gaming furthers Indian Self Determination through tribal ownership
and control of its gaming operations. It provides economic benefit to the
surrounding communities by employing at least 100,000 people regardless of race
color or creed.

Tribal governments were among the first to recognize that gaming has
social costs, and they did something about it. The Commission's record shows that
tribal governments made the first real financial commitments to help identify and
alleviate problem and pathological gambling.

1 was very disappointed that the Commission declined to include a narrative
that objectively and clearly described the structure, operation and implementation
of the regulation of Indian gaming. Despite early weaknesses, Indian gaming is
increasmgly well regulated by a partnership of the tribal, State and Federal
governments. The National Indian Gaming Commission (established by IGRA)
has ordered the implementation of Minimum Internal Control Standards (MICS)
that provide a uniform standard of Indian gaming regulation throughout the United
States. The Commissioners indicated that Indian gaming regulation was extremely
complex and legalistic, and they wouldn't deal with it. At the same time, it is my
view that Indian gaming is increasingly viewed as a threat and a viable competitor
to commercial gaming. The severe criticism of the Indian Gaming Regulation was
one way to slow 1t down. In my view, the Commission was obligated to
objectively describe the status of Indian gaming regulation, and it did not do so.

Two of the most contentious issues between tribes and states are the scope
of gaming, and the compacting procedures. The Commission's report has not shed
any new light on these issues. I strongly object to hmiting tribal gaming rights
under existing law, as suggested by the second recommendation on scope of
gaming.

My goal as a Commissioner was to review all aspects of gaming in
America, with strong emphasis on Indian gaming. The overall report is weighted
heavily to a small percentage of the American public that is burdened with very
real problem and pathological gambling. The report does little to acknowledge the
fact that millions of Americans participate 1n and enjoy gaming as entertainment,
without any problems. This report and recommendations should help educate the
American public about the positive role tribal governmental gaming has played in
Indian Country. It has giten hope and provided new economic resources to help
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alleviate long neglected social and economic problems. It also suggests positive
recommendations to improve Indian gaming regulation.

In pursuing gaming, tribal leaders have done the best that tﬂey could do
with very limited resources and opportunities, and at this point in history, I believe
they should be commended for what they have accomplished.

I have attached a copy of Chapter 6 of the National Gambling Impact study
Commission Report, entitled Native American Tribal Gambling, as part of my
remarks. Mr. Chairman, I thank you for the invitation to speak before this
Committee. I am available to answer any questions you may have on this topic.

Thank you.



CHAPTER 6. NATIVE
AMERICAN TRIBAL GAMBLING

Cong blished the National Gambling
Impact Study Commission in 1996 and directed
it to study and report on the economic and social
impacts of all forms of legalized gamblm% in the
United States, including Indian gambling.’ To
ensure that sufficient attention was devoted to
this important and complex subject, the
Commission established a Subcommittee on
Indian Gambling to supplement the full
Commission’s work in this area. In the course of
seven formal hearings (in Del Mar, California;
the Gila River Indian Community near Tempe,
Arizona; Albuquerque, New Mexico; New
Orleans, Louisiana; Las Vegas, Nevada; Seattle,
Washington; and Virginia Beach, Virginia), and
with the assistance of the National Indian
Gaming Association (NIGA), the Subcommitice
received testimony from approximately 100
tribal leaders, representing more than 50 tribes
from every section of the country. At the
invitation of officials from the Gila River Indian
Community, the Subcommittee visited that
reservation and toured a range of facilities,

'Nationat Gamblng Impact Study Commission Act, Public Law
104-169. The charge to study Indian gambling 15 quite explicit. The
Act provides:

(8] lNGENERALv—nlebeﬂledmyohhe

10 conduct a comp legal and
fm&lsudyofmcmdmdmnmunpwsof
gambling 1n the United States on (A) . . . Native
American tribal governments,

(2) MATTERS TO BE STUDIED-The matters to be
studied by the Commission under paragraph (1) shall
at a minimum inchude (A) a review of existing
Federal, State, local and Native Amencan tribal
govemment polmes lnd psacm:s wﬂ.h tqae:l w© lhc

oF p of
review ofﬂleoossofsuch;;olmmdpramcts .
(E) an assessment of the extent to which gambling

provided revenues to Stase, local, and Native

American tribal governments, and the extent to

which possible alternative revenuc sources may exist

for such governments. . . Section 4(a)
‘The Commission was also nstructed by Congress to develop a
contract with the Advisory Council on Intergovemmental Relations
to conduct "a gh review and of all apphicabl
Federal, State. local and Native American tribal laws, regulations,
and ordinances that pertain to gambling in the United States . .. "
Section T(aX 1XA)

including tribal housing developments,
community centers, tribal government facilities.
agricultural enterprises, and one of the
reservation’s two casinos. In addition to the
Subcommittee’s work, the full Commission
heard testimony from tribal representatives,
officials of the National Indian Gaming
Commission (NIGC), the Bureau of Indian
Affairs, and representatives of state and local
governments at its hearings in Boston,
Massachusetts; Del Mar, California; and Tempe,
Arizona. The full Commission also visited
Foxwoods, near Ledyard, Connecticut, the
largest Indian gambling facility in the United
States, to observe an Indian casino firsthand.

GROWTH OF TRIBAL GAMBLING

Large-scale Indian casino gambling is barely a
decade old. Its origins trace back to 1987, when
the U.S. Supreme Court issued its decision in
California v. Cabazon Band of Mission Indians.
This decision held that the state of California had
no authority to apply its regulatory statutes to
gambling acuvmes conducted on Indian
reservations.” In an effort to provide a regulatory
framework for Indian gambling, Congress passed
the Indmn Gaming Regulatory Act (IGRA) in
1988.% IGRA provides a statutory basis for the
regulation of Indian gambling, specifying several
mechanisms and procedures and including the
requirement that the revenues from gambling be
used to promote the economic development and
welfare of tribes. For casino gambling—which
IGRA terms “Class HI" gambling—the
legislation req tribes to negotiate a p
with their respective states, a provision that has
been a continuing source of controversy and
which will be discussed at length later in this
chapter.

The result of those two developments was a
rapid expansion of Indian gambling. From 1988,
when IGRA was passed, to 1997, tribal gambling
revenues grew more than 30-fold, from $212

2130 Us. 202,
35USCA §2701.2721.
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million to $6.7 billion.* By comparison, the
revenues from commercial casino gambling
(hereinafter termed “commercial gambling™)
roughly doubled over the same period, from $9. 6
billion to $20.5 billion in constant 1997 dollars.*

Since the passage of IGRA, tribal gambling
revenues consistently have grown at a faster rate
than commercial gambling revenues, in large
part because a relatively small number of the
Indian gambling facilities opened in densely
populated markets that previously had little, if
any, legalized gambling. This trend has
continued. For example, from 1996 to 1997,
tribal gambling revenues increased by 16.5
percent, whereas commercial gambling revenues
increased by 4.8 percent. The growth rates for
both, however, have shown signs of slowing
over the same period. There is a degree of
economic concentration in a relatively small
number of gaming tribes. The 20 largest revenue
generators in Indian gaming account for 50.5
percent of the total revenue; the next 85 account
for 41.2 percent.®

As was IGRA’s intention, gambling revenues
have proven to be a very important source of
funding for many tribal governments, providing
much-needed improvements in the health,
education, and welfare of Native Americans on
reservations across the United States.
Nevertheless, Indian gambling has not been a
panacea for the many economic and social
problems that Native Americans continue to
face.

4S':ae chart entitied *“Trends in Tribal Casino Gaming Revenues,
1988-1997." Amounts are in constant, 1997 dollars based on the
CPI-U-X1 index in the Economic Report of the President (February
1999}, p. 398 For Indian gaming revenues from 1988 and 1995. see
U'S. General Accounting Office. Tax Policy A Prafile of the Indan
Gaming Industry (May 1997), p. 6. For Indian gaming revenues
1996 and 1997, see International Gaming & Wagenng Business,
The Gross Annual Wager (August Supplements, 1997 and 1998)

%See chart entitled, “Trends 1n Commercial Casino Gaming

Revenues, 1988-1997 " Amounts are i constant, 1997 dollars based

on the CPI-U-X1 mdex in the Economuc Report of the President

{February 1999), p 398 For commercial casino revenues, see

{memanoml Gammg & Wagenng Business, The Gross Annual
Wager (August Supplements, 1988 to 1997),

Lw:r from Penny Coleman Deputy General Counsel, NIGC, to

Only a minority of Indian tribes operate
gambling facilities on their reservations.
According to the Bureau of Indian Affairs (BIA),
there are 554 federally recognized tribes in the
United States, with 1,652,897 members, or less
than 1 percent of the U.S. population. In 1988,
approximately 70 Indian casinos and bingo halls
were operating in a total of 16 states; in 1998,
approximately 260 facilities were operating in a
total of 31 states.” (See Figure 6-1) Of these 554
tribes, 146 have Class III gambling fac:lmes
operating under 196 tribal-state compacts.®

increese in number of indian caainos
and bingo hall tacilities: 1988 veraus 1997

200 (81 wieles)}
h l
1908 er

‘SOUTES: Go0 St . Tty W Wt Snn i WOT" 1 ot 00 el g s R P O,
O i s i I ST, bl 0 e Y
et agae ot ot S O

W0 S S M09 U DD W8 O Sl Suieleg Srutsiry A0k v 8, 1006,

More than two-thirds of Indian tribes do not
participate in Indian gambling at all. Some
tribes, such as the Navajo Nation, have rejected
Indian gambling in referenda. Other tribal
governments are in the midst of policy debates
on whether or not to permit gambling and related
commercial developments on their reservations.

7See charts enutied, “States with Tribal Gaming in 1988” and
“States with Tribal Gaming in 1998." For 1988, there was no
centralized nformation source, and the data was compiled from
numerous sources, including the National Indian Gaming
Commussion; the Bureau of Indian Affairs; newspaper and
magazine arucles, and the Indian Gaming Magaune, Directory of
North American Gaming (1999) For 1998, see National Indian
Gaming Commussion, “Report to the Secretary of the Interior on
Complisnce with the Indian Gaming Regulatory Act” (June 30,
1998)

F|gwobmnedby(‘ staff in orad ication with
the Burcau of Indian Affairs, March 4, 1999, The larger number of
compacts 15 duc to some tribes operating more than one gambling
facility.

% Tribes Weighing Tradition vs. Casino Growth,” Brett Pulley, New
York Times, March 16, 1999.

Donna S R d Advisory C on
Interg: i Rel daledr‘ ber 4. 1998.
Native A J Tribal Gamblii

Page 6-2




National Gambling Imp

Study Ci ission Report

The reasons for opposition are varied, but a
common theme among many opposed to Indian
gambling is a concern that gambling may
undermine the “cultural integrity” of Indian
communities.

For the majority of tribes with gambling
facilities, the revenues have been modest yet
nevertheless useful. However, not all gambling
tribes benefit equally. The 20 largest Indian
gambling facilities account for 50.5 percent of
total revenues, with the next 85 accounting for
41.2 percent.'! Additionally, not all gambling
facilities are successful. Some tribes operate their
casinos at a loss and a few have even been forced
to close money-losing facilities.

TRIBAL SOVEREIGNTY AND INDIAN
GAMBLING

Under the U.S. Constitution and subsequent U.S.
law and treaties with Indian nations, Native
Americans enjoy a unique form of sovereignty.
Chief Justice John Marshall, who was
instrumental in defining the constitutional status
of Indians, described the legal relationship
between the federal government and the tribes as
“unlike that of any other two people in
existence.”’? Two centuries of often
contradictory federal court decisions and
Congressional legislation have ensured that the
definition and boundaries of tribal sovereignty
remain in flux. Differing perspectives on the
nature and extent of that sovereignty—in
particular, the relationship of Indian tribes to the
state governments in which they reside—lie at
the heart of the many disputes about Indian
gambling.

The authority for tribal governmental gambling
lies in the sweep of U.S, history and the U.S.
Constitution. The Commerce Clause of the U.S.

mAnders. supranote | at 104
i
Letter from Penny Coleman, Deputy General Counset, NIGC to

Constitution recognizes Native American tribes
as separate nations. The Supreme Court so held
in the early years of the Nation’s history. In
Cherokee Nation v. Georgia”—-the Court held
that an Indian tribe is a “distinct political
society...capable of managing its own affairs
and goveming itself.”” A year later in Worcester
v. Georgia,"*—Chief Justice Marshall, writing
for the Court, held that Indian tribes are distinct,
independent political communities “having
territorial boundaries, within which their
authority [of self-government] is exclusive...By
entering into treaties, the Court held, Indian
tribes did not “surrender [their] indegxndence——
[their] right to self-government...™

These principles of federal law have been
repeatedly reaffirmed by the Supreme Court.
Thus, it is broadly understood that “[t}he
sovereignty retained by tribes includes ‘the
power of regulating their internal and social
relations.”'*—and that this authority includes the
“power to make their own substantive law in
internal matters...and to enforce that law in their
own forums.”'” And under settled law these
rights include the right to engage in economic
activity on the reservation,'® through means that
specifically include the right to conduct
gambling on reservation lands."

As a result of these principles, state law
generally does not apply to Indians on the
reservation. Thus, in Worcester, the Court held
that the law of the state of Georgia (which is one
of the original 13 states) has no force within the
boundaries of the Cherokee Nation. “The

l3Cherakee Natton v Georgia, 30 US (5Pet) 1, 16 (1831)
Y Worcester v Georgia, 31US (6 Pet) 515, 557 (1832)
Bl at 561

S New Mexico v Mescalero Apache Tribe, 62U S 324,332
{1983} (quoting Unuted States v. Kagama, 118 U S 375, 381-382
(1886)

nSanta Clara Pueblo v Martinez, 436 U'S 49, 55 (1978) (entations
omutted)

IsNcw Mexico v Mescalero Apache Tribe, 462 U S 324, 335-36
(1983) and Merrion v Jicariila Apache Tribe, 455U S 130, 137
(1981)

"9 Calfornia v. Cabazon Band of Indians, 480 U.S 202, 207 (1987)

Donna h C: Advisory C on
nterg Refations, dated Decernber 4, 1998

Y2 Cherokee Nation v Georgia, 30U'S (5 Pet) 1 (1831)
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Cherokee Nation. then. is a distinct community,
occupying its own territory... in which the laws
of Georgia can have no force, and which the
citizens of Georgia have no right to enter but
with the assent of the Cherokees themselves or in
conformity with treaties and with the acts of
Congress.”zo As the Court explained in Warren
Trading Post v. Arizona Tax Comm., “from the
very first days of our Government, the Federal
Government had been permitting the Indians
largely to govern themselves, free from state
interference...”! Moreover, tribes enjoy
immunity from suit absent a clear and express
waiver by tribal governments.”?

Consistent with the Supreme Court’s decisions,
Congress and the Executive Branch have
implemented a policy of supporting and
enhancing tribal sovereignty.

The federal government’s unique obligation
toward Indian tribes, known as the trust
responsibility, is derived from their unique
circumstances; namely that Indian tribes are
separate sovereigns, but are subject to federal
law and lack the lands and other resources to
achieve self-sufficiency. Since it was first
recognized by Justice Marshall in Cherokee
Nation v. Georgia,”>—federal courts have held
that Congress as well as the Executive Branch
must carry out the federal government’s
fiduciary responsibilities to Indian tribes?* The
trust responsibility is the obligation of the federal
government to protect tribes’ status as self-
governing entities and their property rights.

Pyorcester v Georgia. 31 U'S (6 Pet) 515,561 (1832). see also
Cherokee Nation v Georgia, 30 US (5 Pet) | (1831)

Hy arren Trading Post v Argona Tax Comm 380U S 685, 686-7
(1965}

2Santa Clara Pueblo v Martmez, 436 U'S 49.at 58
N
J(‘ herokee Natton v Georgia. 30U S (5 Pet } 1 (1831)

MSee e g Morion v Mancar. 817U'S 535, 555 (1974)
(application of trust responsibility to the Congress), Delaware
Tribal Business Commuttee v Weeks, 430 U'S 73 (1977} (same),
Seminole Nation v Unuted States. 316 U'S 286, 297 (1942)
(application of trust responsibihity to Executive Branch), United
States v Creek Nation, 295 U § 103, 110 (1935) (same), Cramer v
Unued States, 261 US 219, 232-33 (1923) (same)

However, Congress may limit tribal
sovereignty.2* The Congressional power over
Indian affairs is plenary, subject to constitutional
restraint. Congress may use its plenary power to
“limit, modify or eliminate the powers of local
self-government which the tribes otherwise
possess.™® But, federal law now recognizes that
Congressional acts are subject to judicial review
to determine whether such enactments violate
Indian rights and whether they are constitutional.
The notion that Congressional power to reguiate
commerce with Indian tribes under Art. 1, sec. 8.
cl. 3 of the Constitution, is plenary or absolute, is
no longer the law. To the contrary, the Supreme
Court has expressly rejected contentions that
Congress’ pervasive authority over Indian affairs
presents “nonjusticiable political questions™ that
immunize federal legislation from constraints on
Congressional power imposed by other parts of
the Constitution.?” As the Supreme Court held in
Delaware Tribal Business Comm v. Weeks,

The statement...that the power of
Congress “has always been deemed a
political one, not subject to be controlied
by the judicial department of the
government....” has not deterred this
Court, particularly in this day, from
scrutinizing Indian legislation to
determine whether it violates the equal
protection component of the Fifth
Amendment.... The power of Congress
over Indian affairs may be of a plenary
nature; but it is not absolute."?®
(emphasis added)

Reaffirming this rule just three years later, the
Court explamned that “the idea that relations
between this Nation and the Indian tribes are a
political matter, not amenable to judicial

25Sama Clara Pueblo v Martinez, supra note 10

zeSanm Clara Pueblo v Martinez, supra note 10 At 56 See Talton
v Mayes, supra, note 11 and Uruted States v Kagama, 118U S
375, 379-381 (1886)

27Delaware Tribal Business Comm v Weeks, 430 US 73, 83-84
1977y

28lbld at 84, (quoting United States v Alcea Band of Tdlamooks,
329 US 40, 54 (1946) and ctung Unuted States v Creek Nation,
295U S 103, 109-110(1935)
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review. .. has long since been discredited in the
taking cases, and was expressly laid to rest in
Delaware Tribal Business Comm. v. Weeks **
Thus, while Congress has power “to control or
manage Indian affairs,” that power extends to
“appropriate measures for protecting and
advancing the tribe” and is further “subject to
limitations inhering in a guardianship and to
pertinent constitutional restrictions.” 0 In short,
Indian rights are no longer excluded from the
protection of the Constitution.

In these decisions, the Supreme Court also
articulated the standard of review under which
the constitutionality of Indian legislation is to be
tested. That standard requires that the legislation
“be tied rationally to the fulfillment of Congress’
unique obligation toward the Indians ...
Applying this standard, the Supreme Court has
critically examined federal legislation affecting
Indians to determine whether it comports with
constitutional limits imposed on Congressional
power. As a result of that analysis, the Court has
set aside those enactments that contravene the
Fifth Amendment’>—or has held the United
States liable to pay just compensation.®

Federal Policy: Failure of the “Trust
Responsibility” and Alternative Revenue Source
to Indian Gambling

One fact that is not in dispute is the federal
government’s responsibility for the welfare of
the Indian tribes and their members. In the
Cherokee decision, Chief Justice Marshall
described the relationship between the federal
government and the Indian tribes to “that of a
ward to his guardian.” This “trust relationship™ is
a term derived from treaties between the United

2leuea' States v Sioux Nation of Indians. 448 U.S 371, 415
{1980)

305 0un Nation of Indsans, 448 U'S a1 415

3 ‘Dclawan: Tnbal Business Comm. 430 U S at 85 (quoung Morion
v Marcar. 417U S 535, 555)(19714)

32 see Hodel v lrving, 481 U'S 704 (1987)

BUmted States v Sioux Nanon of Indians, 448 U S 371, 415
(1980): Menaminee Tribe v United States, 391 U.S 404 (1968),
Unuted States v Alcea Band of Tillamooks, 329 U'S 40, 54 (1946)

States and Indian tribes involving massive land
successions and the fact that the title to Indian
lands is held for tribal members “in trust” by the
federal government. It has also come to mean
that, among its other obligations, the protection
of tribal members and the promotion of their
economic and social well-being is the
responsibility of the federal government. All
observers agree that, in this regard, the federal
government’s record has been poor. at best.

The statistics are disheartening. According to
U.S. government figures, the rates of poverty and
unemployment among Native Americans are the
highest of any ethnic group in the U.S., whereas
per capita income, education, home ownership,
and similar indices are among the lowest.
Statistics on health care, alcoholism,
incarceration, and so forth, are similarly bleak.
As summarized by Senator John McCain (R-
Arizona) during a Senate debate:

Nearly one of every three Native
Americans lives below the poverty line.
One-half of all Indian children on
reservations under the age of 6 are living
in poverty.

On average Indian families earn less than
two-thirds the incomes of non-Indian
families. As these statistics indicate,
poverty in Indian country is an everyday
reality that pervades every aspect of
Indian life. In this country we pride
ourselves on our ability to provide homes
for our loved ones. But in Indian country
a good, safe home is a rare commodity.

There are approximately 90,000 Indian
families in Indian country who are
homeless or underhoused. Nearly one in
five Indian homes on the reservation are
classified as severely overcrowded. One
third are overcrowded. One out of every
five Indian homes lacks adequate
plumbing facilities. Simple conveniences
that the rest of us take for granted remain
out of the grasp of many Indian families.

Indians suffer from diabetes at 2¥; times
the national rate. Indian children suffer
the awful effects of fetal alcohol

Native American Tribal bling
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syndrome at rates far exceeding the
national average. Perhaps most shocking
of all, Indian youth between the age of 5
and 14 years of age commit suicide at
twice the national rate. The suicide rate
for Indians between the ages of 15 and 24
is nearly three times the national rate >

Congress directed the Commission to conduct an
assessment of the extent to which gambling
provided revenues to...Native American tribal
government, and the extent to which possible
alternative revenue sources may exist for such
govexm'm:ms.3

Since the early 19th century, the federal
government has attempted under specific treaty
obligations and overall trust duty to provide for
the health, education, and welfare needs of tribes
and Indians. This has included federal efforts to
promote mainstream economic activities in
Indian communities such as agriculture, natural
resource development, and various forms of
industry and commerce. For example, the
Allotment policies of the late 19th and early 20th
centuries were aimed at breaking up the tribal
land base and distributing it to tribal members
thereby transforming Indians into farmers like
their non-Indian neighbors. These policies failed
to produce successful agricultural economies in
tribal communities and, instead, are widely
recognized as having had a disastrous impact on
tribes and caused substantial reduction in lands
owned by tribes and individual Indians.*®

Today Congress continues to pursue efforts at
stimulating economic development and to
provide for the basic needs of Indians in Indian
country. Recent enactments in pursuit of these
objectives include the Native American Housing
Assistance and Self-Determination Act of
1996,% the American Indian Agricultural

34141 Cong. Rec. S11881 (August 8. 1995) (Statement of Sen
McCam)

3 pub. L. 104-169. 4@X1XE)

36}{0:1!:! v Irving, 481 US 704, 707 (1987); see also County of
Yakima v. Yakima Nanon, 502 U.S. 251, 255-56 (1992); Felix S
Cohen's Handbook of Federal Indian Law 137-38 (1982 ed.).

3 5USC 4101 erseq.

Management Act of 1993, the Indian Energy
Resources Act of 1992, the Indian Tribal
Justice Act of 1993, the Indian Employment,
Training and Related Services Demonstration
Act of 1992,*' and many more. In addition, the
federal government operates dozens of programs
through the Department of Interior and the other
federal agencies to provide assistance to tribes
and Indians in the areas of health care, law
enforcement, fire protection, tribal courts, road
maintenance, education, child abuse and neglect.
housing, and natural resource management.
However, major federal expenditures on behalf
of Native Americans have declined during the
period from FY 1975 through FY 1999 (in
constant dollars), except for the Indian Health
Service.*”? Further this decline indicates that most
federal Indian program spending areas have
lagged behind their equivalent federal spending

areas.

The poor economic conditions in Indian country
have contributed to the same extensive social ills
generated in other impoverished communities
including high crime rates, child abuse, illiteracy,
poor nutrition, and poor health care access.

But with revenues from gambling operations,
many tribes have begun to take unprecedented
steps to begin to address the economic as well as
social problems on their own. For example,
through gambling tribes have been able to
provide employment to their members and other
residents where the federal policies failed to
create work. This has resulted in dramatic drops
in the extraordinarily high unemployment rates
in many, though not all, communities in Indian
country and a reduction in welfare rolls and other
governmental services for the unemployed.

325 US.C 3701 etseq
325 U5 C. 3501 et seq.
4025 US.C. 3601 et seq.
415 U.S C. 3401 et seq.

42 Concurrent Resolution o the Budget, 1999 Report of the
Commuttee on the Budget, United States Senate to accompany Con
Res 86, 1ogether with additional and minority views, Report 105+
170, March 20, 1998
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Tribes also use gambling revenues to support
tribal governmental services including the tribal
courts, law enforcement, fire protection, water,
sewer, solid waste, roads, environmental health,
land-use planning and building inspection
services, and natural resource management. They
also use gambling revenues to establish and
enhance social welfare programs in the areas of
education, housing, substance abuse, suicide
prevention, child protection, burial expenses,
youth recreation, and more. Tribes have
allocated gambling funds to support the
establishment of other economic ventures that
will diversify and strengthen the reservation
economies. Gambling revenues are also used to
support tribal language, history, and cultural
programs. All of these programs have
historically suffered from significant neglect and
underfunding by the federal government.
Although the problems these programs are aimed
at reducing continue to plague Indian
communities at significant levels, gambling has
provided many tribes with the means to begin
addressing them. There was no evidence
presented to the Commission suggesting any
viable approach to economic development across
the broad spectrum of Indian country, in the
absence of gambling.

The Move Toward Self-Determination

Over the past two centuries, the policy of the
U.S. government toward the Indian tribes has
oscillated between recognition of their separate
status and attempts to culturally assimilate them
into the broader society. Federal policy toward
Indians in the first half of this century
emphasized the latter and was characterized by
an effort to reduce their separate status,
culminating in the so-called Termination Policy
of the 1950’s. Under the Termination Policy,
several Indian reservations were broken up and
the land divided among members and some
tribes were “terminated” and declared no longer
in existence. This policy was reversed in the
1960’s and 1970’s when Native American self-
awareness and political movements expanded. At
the same time, there was growing public

conditions on reservations. As a result of these
developments, the federal government's policy
toward Native Americans shifted toward
enhancing tribal self-determination and placing a
greater emphasis on promoting economic and
social development on the reservations.

The blueprint for this change was laid by
President Johnson in his Presidential statement.
And, a milestone in this change was the Nixon
Administration’s Indian Self-Determination
policy.®* In his July 8, 1970, Message to
Congress on Indian Affairs, President Nixon
stated: “{tjhe United States Government acts as a
legal trustee for the land and water rights of
American Indians” and has “a legal obligation to
advance the interests of the beneficiaries of the
trust without reservation and with the highest
degree of diligence and skill.” This emphasis on
self-determination has been reinforced by
succeeding Administrations. For example, in
1975 Congress passed and President Ford signed
the Indian Self-Determination and Education
Assistance Act, which authorized the tribes to
administer several federal programs and
provided them with greater flexibility and
decisionmaking authority regarding these
programs and the associated funding.* In
addition, promoting self-determination and
economic development on the reservations was
seen as requiring a move away from reliance on
federal money. As President Reagan said m his
1983 Statement on Indian Policy: “[ilt is
important to the concept of self-government that
tribes reduce their dependence on federal funds
by providing a greater percentage of the cost of
their self-government.” These principles have
been substantially expanded by President Clinton
through four Presidential Executive Orders on
various tribal issues.*’

43"T‘hc Forgotten Amencan”, Message to the Congress from the
President of the United States, March 6, 1968 and Executive Order
11399, Establishing the National Council on Indian Opportunity, 33
FR 4245, March 6, 1968

5U5C 54450458

4sFoy example, as recently as May 14, 1998, President Chinton
1ssued Executive Order 13084, “Consultation and Coordination with

awareness of the difficult economic and social Indian Tribal G " g the hip between
Federal and Tnbal governments “The United States has a unique
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It was within this new context that large-scale
Indian gambling made its appearance. One of
IGRA’s purposes was to ensure that the proceeds
from tribal gambling were used to fund tribal
government operations, including allowing for
investment in the infrastructure relating to the
promotion of tribal economic development.

Review of Regulations

In its 1987 Cabazon decision, the Supreme Court
held that the state of California had no authority
to apply its regulatory statutes to gambling
activities conducted on the reservation. In
essence, this ruling held that unless a state
prohibited a certain form of gambling throughout
the state (in practice meaning either by means of
its constitution or its criminal code), it could not
prohibit gambling on reservations on its territory.
In the Cabazon case, the Supreme Court -
concluded that because bingo and card games
were permitted in California in some form—in
that case, for charitable purposes—and were
merely regulated by the state, these games could
not be considered to be prohibited. The Court
stated that “In light of the fact that California
permits a substantial amount of gambling
activity, including bingo, and actually promotes
gambling through its state lottery, we must
conclude that California regulates rather than
prohibits gambling in general and bingo in
particular.” The conclusion was that tribes could
operate these games on their reservations and
that the authority to regulate them lay with the
tribes, not the state.

This decision prompted the passage in 1988 of
the Indian Gaming Regulatory Act.*® IGRA
provides a regulatory framework for the conduct
of gambling on Indian lands. It divides the
gambling into three classes, each with a separate
treatment:

iegal relationship with Indian irshal governments as set forth m the
Constitution of the Urited States, treaties, statutes, Executive orders,
and court decistons . The United States continues to work with
Indian tnbes on a government-to-government basis to address issues

Indian tribal self-g trust and indian
treaty and other nghts.”

25USCA. §2701.2721.

e Class | consists of traditional tribal games and
social games for prizes of nominal value, all
of which are subject solely to tribal regulation;

o Class Il consists of bingo, instant bingo, lotto,
punch cards, and similar games and card
games legal anywhere in the state and not
played against the house. A tribe may conduct
or license and regulate Class II gambling if it
occurs in a “state that permits such gaming for
any purpose by any person” and is not
prohibited by federal law;

o Class III consists of all other games. including
electronic facsimiles of games of chance, card
games played against the house, casino
games, pari-mutuel racing, and jai alai. Class
I1I games may be conducted or licensed by a
tribe in a state that permits such gambling for
any purpose or any person, subject to a state-
tribal compact. The compact may include
tribal-state allocations of regulatory authority;
terms of criminal justice cooperation and
division of labor; payments to the state to
cover the costs of enforcement or oversight;
tribal taxes equal to those of the state;
procedural remedies for breach of the
compact; and standards for the operation of
gambling, including licensing.*’

Class Il Tribal/Federal (NIGC) Regulation

One of IGRA’s provisions was the establishment
of the National Indian Gaming Commission
(NIGC), which was given certain regulatory and
investigative functions regarding Indian
gambling. Originally the NIGC’s responsibilities
were focused largely on Class I facilities, but
the rapid growth in Class III operations has
resulted in a shift of its emphases toward this
sector of Indian gambling.

NIGC'’s regulatory responsibilities regarding
Class II gambling are extensive. Prior to the
opening of any Class !I operation, NIGC must
review and approve all related tribal gambling
ordinances. If a tribal government is working
with an outside investor, the NIGC also is

4725 US.C. §27014K).
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charged with reviewing all contracts with that
outside management company.

Once a Class II gambling enterprise becomes
operational, NIGC is authorized to monitor,
inspect, and examine the gambling premises, as
well as review and audit the operating records.
NIGC has the broad authority to determine
whether a tribal gambling operation is complying
with the provisions of IGRA, NIGC regulations,
and tribal regulations. If NIGC believes any of
these provisions have been violated, it is
empowered to issue notices of violation, closure
orders, and civil fines up to $25,000 per day, per
violation. .

The Commission and the Subcommittee have
heard testimony that, in the past, the NIGC had
been underfunded and understaffed, and that
neither the NIGC nor state regulatory authorities
have been able to prevent tribes from operating
uncompacted gambling facilities in some states.
This situation may have improved: With the
passage of federal legisiation amending IGRA in
October of 1997, the NIGC has been empowered
to impose fees upon both Class IT and Class 111
gambling activities. This change has increased
the NIGC’s annual level of funding and has
allowed for a significant increase in the number
of field investigators and compliance officers.
The NIGC reports having issued more notices of
violation, closure orders, and civil fines during
the period between October 1997 and end of
1998 than during the entire life of the
Commission prior to that point. According to its
own figures, those efforts have proven successful
in bringing more than 95 percent of all the tribal
gambling facilities into compliance with federal
law.

Class Il Tribal/State Regulation

NIGC’s original purpose and focus was the
regulation of Class I gambling. The explosive
growth of Class 111 gambling has resuited in a
greater emphasis on this area as well. NIGC has
been assigned a number of responsibilities
regarding the regulation of Class III operations,
such as conducting background investigations on

BsusC 27260

individuals and entities with a financial interest
in, or a management responsibility for, a Class
111 gambling contract. In.addition NIGC reviews
and approves Class 11I management contracts.
However, NIGC’s regulatory responsibilities and
authority regarding Class Il gambling are far
more limited than for Class II because IGRA
gives the primary responsibility for the
regulation of Class I11 gambling to the tribes and
the states.

Under IGRA, the conduct of Class 111 gambling

activities is lawful on Indian lands only if such

activities are:

o authorized by an ordinance adopted by the
goveming body of the tribe and approved by
the Chairman of the NIGC;

o Jocated in a state that permits such gambling

for any purpose by any person, organization,
or entity, and;

* conducted in conformance with a tribal-state
compact that is in effect.

IGRA requires that tribes and states negotiate a
compact covering, among other things, the
regulation of Class 1II gambling on Indian
lands.*® The primary responsibility to regulate
Class 11T gambling is with the tribe. States may,
but are not required to, provide some form of
regulatory oversight of Indian Class III casino
games under the compact provisions of the Act.
Therefore, the level of state and tribal regulatory
oversight in any given state is determined by the
voluntary compact negotiations between the tribe
and the state.

S0

The primary regulators of tribal government
gambling are Tribal Gaming Commissions with
front-line day-to-day responsibilities for
monitoring the gambling operations. As noted by

95ection §2710(dX3XA) states- “Any Indian tribe having
Jurisdiction over the Indian lands upon which a Class 11l gaming
activity 1s being conducted, or is to be conducted, shall request the
State in which such lands arc located to enter into negotiations for
the purpose of entering into a Tribal-State compact governing the
conduct of gaming activities. Upon receiving such request, the State
shali negotiate with the Indian tribe in good faith 1o enter into such a
compact.”

a5 USC §2701(14KaK1-3)
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the NIGC’s Deputy Counsel, “The tribes
generally serve as the primary regulators for
gambling. They’re the ones on the ground.

They ‘re the ones that are there 24 hours a day.
On occasion states are there 24 hours a day, too,
if the tribal/state compact provides for it, but by
and large it is the tribes who are doing the
primary regulating of Indian gambling.”!

If a state has a public policy of complete
prohibition against Class III gambling, then
tribes within the borders of the state may not
initiate such gambling. However, if the state has
no completely prohibitive policy against Class
111 gambling, then the federal courts have held
that the state may not prohibit gambling on
reservations.

Given the often opposing viewpoints between
tribes and state governments, IGRA’s
requirement that the two parties negotiate
compacts for Class III gambling has been the
source of continuing controversy. On one hand,
the federal courts have ruled that Indian tribes
have a right to establish gambling facilities on
their reservations; on the other hand, IGRA
requires that compacts be negotiated between the
tribes and the states, obviously requiring the
state’s consent. Clearly, some form of mutual
agreement is required. Although most states and
tribes seeking to open gambling facilities have
managed to successfully negotiate compacts,
many have not. When an impasse develops, each
side commonly accuses the other of not
negotiating “in good faith™ and there is no
accepted method of resolution.

Eleventh Amendment Immunity for States

IGRA contains a provision for resolving such
impasses, at least when it has been the state that
is accused of not negotiating in good faith: the
tribe may sue the state in federal court. However,
in Seminole Tribe of Florida v. Florida,” a
federal court found that this violated the

3! penny Coleman, Deputy General Counsel, National Indran
Gaming Commusston, testimony before the National Gambling
impact Study Commission, Tempe. AZ (July 30, 1998).

52
TTSITUS 44 (1996)

Eleventh Amendment’s guarantee of state
sovereign immunity.

This decision, which covers a plethora of legal
issues, has been widely interpreted. It did not,
however, declare invalid nor set aside any part of
the Act, nor did it set aside any Class II1
gambling pacts already negotiated. Obviously,
states and tribes may continue to voluntarily
enter into new compacts.*>

One immediate and continuing effect of the
Seminole decision is that a tribe has no judicial
recourse if it believes a state has failed to comply
with IGRA’s “good faith” provisions. The
Seminole decision contributed to a stalemate in
negotiations between a number of tribal and state
governments, a stalemate that continues nearly
three years after the Seminole decision.

State Criticism of IGRA

Many states are unhappy with several of IGRA’s
provisions. In testimony before the Commission,
representatives of the states have raised a number
of areas of concern regarding Indian gambling,
including: (1) The federal government does not
actively and aggressively enforce IGRA on the
reservations, and the states are unable to enforce
it on their own; (2) IGRA requires states to
negotiate in good faith but does not place the
same requirement on tribes; and (3) the scope of
gambling activities allowed to tribes is not
clearly defined under IGRA.

In the large majority of cases, mutually
acceptable tribal-state compacts have been
successfully negotiated. In some states, however,
including California, Florida, and Washington,
tribes have opened Class IIl casinos without a
compact. (As an indication of the difference in
their perspectives, states refer to this as “illegal”
gambling; tribes term it “uncompacted”
gambling.) State governments are not
empowered to act against Indian tribes if the
tribes are operating Class Il gambling
establishments without a compact, as
enforcement is a federal responsibility. Yet some

o,
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states have complamned that the federal
government refuses to act aggressively in these
matters, ™

State officials also argue that IGRA requires
states to negotiate in good faith without placing
the same requirement on tribes. According to
Tom Gede, Special Assistant Attorney General
for the state of California, this unilateral good
faith requirement reduces the likelihood that
states and tribes will come to agreement through
the negotiating process:

[I]t’s too easy to get to bad faith, and if there
were incentives to allow legitimate
differences of opinion to continue to be
discussed at the table before somebody raises
the bad faith flag, then both parties would be
better off. What happens now is that any
legitimate difference of opinion results in
somebody hoist{ing] the bad faith ﬂa%, and it
only goes against one party, the state. 3

In addition, the states argue, IGRA lacks clarity
on the scope of gambling activities permitted to
tribes. For example, IGRA does not address
whether states should be required to negotiate
with tribes about providing electronic versions of
games already authorized. As technological
advances continue to blur the line between Class
1T and Class HI gambling, this issue may become
even more complex. Similar disputes have
occurred regarding the proper classification of
some bingo operations and, thus, the scope of the
state’s regulatory role.

The states also have bnistled at court rulings that
have held that if gambling 1s allowed anywhere
in the state for any purpose, even if only under
highly controlled and hmited circumstances such
as charitable gambling by non-profit institutions,
there is effectively little restriction on what tribes
may offer, including full-fledged casinos.
Raymond Scheppach, Executive Director of the

"4Ray Scheppach, Tesumony Before the National Gambimg Impact
Study Commussion. Washngton, D C (March 19, 19993 {Executive
Durector of the Nationat Governors Association) See also Rumsey
Indwan Rancheria v Wilson, 41 P 3d 421 (9° Cir 1994)

55 1bd

National Governors® Association (NGA),
summarized the states’ position as follows:

It must be made clear that the tribes can
negotiate to operate gambling of the same
type and subject to the same restrictions that
apply to all other gambling in the state. The
governors firmly believe that it is an
inappropriate breach of state sovereignty for
the federal government to compel states to
negotiate tribal operations of gaming
activities that are prohibited by state law.*¢

Mechanism for Handling Impasse Between
Tribes and States

In an attempt to resolve the impasse caused by
the Seminole decision and provide a mechanism
for resolving state-tribal disputes regarding
compacts, the Bureau of Indian Affairs published
an “Advanced Notice of Proposed Rulemaking”
(hereinafter, “ANPR”) on May 10, 1996.%” The
proposed procedures are a complex and lengthy
series of steps involving repeated consultation
with the respective tribes and states, but the key
element is a provision that would allow the
Secretary of the Interior to approve a tribe’s
request to operate gambling facilities, even if the
state and fribe have been unable to agree on a
compact. Tribes have strongly supported the
ANPR because it would replace the remedy
nullified by the Seminole decision®®; states have
strongly opposed the proposal as an infringement
on their sovereignty.

In essence, the procedures would leave to the
Secretary of the Interior the right to determine if
the respective state had been negotiating in good
faith and, if he determines that it has not, to
approve a tribe’s proposal to operate Class I
gambling facilities. The proposed Secretarial
procedures detail a number of steps and

5(’Raynmnd Scheppach, Testimony Before the National Gambhing
Impact Study Commussion, Tempe, Arizona (July 30, 1998)
{Executive Director of the National Governors Assocsation)

5761 FR 21394 (1996)

58lvioweve:r, tribes disagree with the Secretary s deciston 10 use the
Rumsey case as the iegal standard for the scope of gambling because
it would impose the 9th Circuit’s interpretation of California state
gambling public policy on the rest of the nation
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conditions necessary before a final ruling can
take place. For example, the Secretary would
intervene only after a state had invoked
sovereign immunity to block a suit regarding its
failure to negotiate a compact in good faith and
that suit had been dismissed under Seminole.
Further, the state would have the right to put
forward an alternative proposal, which the tribe
would be asked to comment on. Absent such
comments, the state’s proposal could be adopted.
The key point of dispute concerns the fact that,
assuming no tribal-state agreement had been
reached, the Secretary could then appoint a
mediator to decide the issue or himself approve
the operation of the gambling facilities, in both
cases without the state’s consent.

At its July 29, 1998, hearing in Tempe, Arizona,
the Commission voted to send a letter to the
Secretary of the Interior requesting that he defer
issuance of a final rule pending completion of
the Commission’s Final Report.®® However, on
April 12, 1999, shortly after the expiration of a
legislative ban imposed by Congress prohibiting
the Secretary of the Interior from approving any
Class III compacts without the prior approval of
the affected states, the Department of the Interior
published its final rule that, in effect, would
unplement the proposed procedures after 30
days. This measure was immediately challenged
in federal court by the states of Florida and
Alabama, which sought to block the new rules
from taking effect. Senator Enzi offered an
amendment to an appropriations bill that would
have prohibited the Secretary from issuing the
‘Procedures.” Senator Slade Gordon withdrew
the amendment based upon a promise from
Secretary Bruce Babbitt that he would not
implement the ‘Procedures’ until a federal court
decided the issue of his authority to issue such
procedures under the IGRA. The resolution of

5gl.xmer from Kay C James. Chatrman of the National Gambling
Impact Study Commussion. to Bruce Babbitt, Secretary of the
Intenor (August 6, 1998) (on file with the National Gambling
Impact Study Commussion) The Commussion vote was 810 1 i
favor of recommending to the Secretary of the Intenior that he
postpone 1ssuing the final rule untl after the Commussion had

el d 1ts report and to Congress and the
President on June 18, 1999, Commussioner Robert Loescher
opposed the motion

this problem will almost certainly become the
responsibility of the federal courts.

Other Mechanisms

Other mechanisms have been proposed for
resolving the problems underlined by the
Seminole case. For example, the Department of
Justice might prosecute tribes in federal courts
only when the state has acted in good faith or by
suing states on behalf of the tribes when it
determines that the states are refusing to comply
with their obligations under IGRA.*° One scholar
has argued for expansion of federal jurisdiction
to allow for federal resolution of state-tribal
disputes.*’ Senator Daniel Inouye (D-Hawaii)
has suggested that both states and tribes agree to
waive their sovereign immunity on this issue. No
proposal, however, has secured the agreement of
tribes and states.

LOCAL COMMUNITY IMPACTS

Local regulations such as zoning, building, and
environmental codes do not apply on Indian
lands. Tribal governments do, however,
sometimes adopt loca! building and other health
and safety codes as tribal laws. State and local
governments usually provide and service
infrastructure such as roads and bridges near
reservations that are relied on by tribal gambling
facilities. In some instances, state and local
governments may provide water, sewage
treatment, and electrical service to a tribal
casino, and tribes may be charged (and pay) for
such services. In addition tribal governments
often conclude agreements with the local
governments for certain essential governmental
services such as fire and emergency medical
services, or enter into reciprocal agreements to
provide such services with an agreed level of
compensation. Two of the largest Indian

Ot

6lSnze Brian Casey Futzpatrick, Casenote Finding a Fair Forum
Federal Jurisdiction for IGRA Compact Enforcement Action n
Cabazon Band of Mission Indians v Wilson, 35 Idaho L. Rev 159
{1998)
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gambling enterprises in the United States remit
substantial funds to the state that are then
redistributed b¥ the state on a formula to local
communities.®

Tribal representatives often point to positive
economic and social impacts of Indian casinos
on neighboring communities. According to a
study funded by five gambling tribes and
presented at the Subcommittee’s hearing at the
Gila River Indian Community:

In addition to...positive economic and
social impacts on reservations, the
available evidence also demonstrates that
tribes contribute to local economies
through taxes, revenue sharing,
employment of non-Indians,
contributions to local charities, and a
myriad of other ways. Furthermore, the
case study tribal casinos we analyzed did
not appear to have discernable negative
impacts on off-reservation sales or crime
rates.®?

A similar view has been expressed by Richard G.

Hill, chairman of the National Indian Gaming
Association:

NIGA encourages all those who would
disparage Indian governmental gaming
1o, first, add up all the benefits to their
own communities from Indian gaming
and what would happen to the jobs and
businesses if Indian Nations and their
economic development were no longer
there. Those opponents of Indian
governmental gaming who self-
righteously speak about morality and
“state’s rights” would have much greater

GzTogﬂhen the Mashantucket Pequot Tribal Natton and the
Mohegan Nation are forecasted to contnibute $294 mithon to the
state ot Connecticut in FY 1999 of which $135 milhion wilf be
redistributed directly to towns /999-200] Bienmum Governor's
Budget Summary, Connecticut John G Rowland, Governor, p 4-3.
A7 4-12 1999

“Stephcn Cornell, Joseph Kalt, Matthew Krepps, and Jonathan
Taylor, "Amernican Indian Gaming Policy and Its Socio-Economic
Effects™ (July 31, 1998),p 78

problems to deal with than poor, starving
Indians.*

In many cases, local govérnment officials
acknowledge the positive economic impact of
tribal gambling but voice concerns regarding
other matters. For example, William R. Haase,
Planning Director for the town of Ledyard,
Connecticut, near the Foxwoods Casino, owned
by the Mashantucket Pequot Tribal Nation,
stated that:

the three local host communities
(Ledyard, Preston, and North
Stonington), with a combined population
of only 25,300, find it difficult to cope
with the magnitude of Foxwoods Casino,
primarily in the areas of diminished
quality of life due to tremendous
increases in traffic along local roads and
state highways, deteriorating highway
infrastructure, and increased policing and
emergency services costs. Although
confined to a 2,300-acre federally
recognized Indian reservation, Foxwoods
has expanded so rapidly that the host
towns and Connecticut Department of
Transportation have been unable to keep
up. Fortunately, the adverse effects of
Foxwoods are confined primarily to the
immediate surrounding host
communities, and problems diminish
with distance.®®

Similarly, Supervisor Dianne Jacob of San
Diego, California, while noting that her county
government “has had some success in
establishing a government-to-government
relationship with the members of the tribes in
[her supervisorial] district,” also pointed out that

64Nanonal Indian Garming Assocration Press Release (March 16,
1998)

SSWilliam R Haase, Testimony Before the National Gambimng
Impact Study C Boston, M h {March 16,
1998) (Planning Director, town of Ledyard, Connecticut) Mr

Haase addressed the Commussion during the bus tnip to Foxwoods
Casmo and not dunng the regular meetng He also indicated that the
problem was less with the tnibe g the local

for the costs they incurred from the nearby presence of the
Foxwoads Casino than with the state of Connecticut’s farlure to
share sufficiently the revenues it obtained from the same casino
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local governments incur the costs of law
enforcement for gaming-related crimes
whether they are property crimes that
occur at a casino or more serious crimes
related to individuals who have been ata
casino. For example, the San Diego
County Sheriff, who is responsible for
law enforcement adjacent to all 3 of the
reservations [in San Diego County] on
which there is gambling, responded to
almost 1,000 calls for service in 1996
alone.®®

Supervisor Jacob also testified at length about
two tribal land acquisitions that had been
proposed but not yet approved in her district:

In both of these situations, the impact on
residents of adjacent communities—in
terms of traffic, crime, and property
devaluation—would have been
devastating.

[1]t is one thing to respect the sovereignty
of existing tribal lands, but another to
annex lands simply for the purpose of
circumventin7g Iocal land use and zoning
regulations.®

Many tribes have voluntarily entered into
agreements with neighboring local governments
to address those types of issues. Howard
Dickstein, an attorney representing the Pala Band
of Mission Indians in California, explained to the
Commission how such agreements can be
reconciled with tribal sovereignty:

1 think the Pala and other tribes that
represent have determined that in an era
when tribes have begun to interact with
other non-reservation governments...and
clearly have off-reservation impacts
because of their on-reservation activities,
what sovereignty requires is negotiation
with those other governments that
represent those non-reservation

**Diane Jacob, Testumony Before the National Gambling Impact
Study Commussion. Del Mar. California (July 29, 1998)
{Supervisor, County of San Diego, 2 District).

Mo

constitu and reaching agr t
and accommodations that allow those
other governments to protect their
interests but maintain the tribes’ interests
and allow the tribes to protect their
interests.5

ECONOMIC DEVELOPMENT

Only a limited number of independent studies
exist regarding the economic and social impact
of Indian gambling. Some have found a mixture
of positive and negative results of the impact of
gambling on reservations,% whereas others have
found a positive economic impact for the tribal
governments, its members and the surrounding
communities.”® This is an area greatly in need of
further research. However, it is clear from the
testimony that the Subcommittee received that
the revenues from Indian gambling have had a
significant—and generally positive—impact on a
number of reservations.

IGRA requires that the revenues generated by
Indian gambling facilities be used to fund tribal
government operations and programs, the
general welfare of the Indian tribe and its
members, and tribal economic development,

68Howard Dickstewn, Testmony Before the National Gambling
Impact Study Commussion. Dei Mar, Californsa (July 29, 1998)
{Anorney Representing the Pala Band of Mission Indians)

69&e General Accounting Office, Tax Policy A Profile of the
Indan Gaming Industry, GAO/GGD-97-91 (Letter Report, May 5,
1997) (as of December 31, 1996, 184 mbes were operating 281
paming facilives with reported gaming revenues of about $4 5
biilion), Stephen Comell, Joseph Kalt, Matthew Krepps, and
Jonathan Taylor, American Indian Gaming Policy and Its
Socioeconomic Effects A Report 1o the National Gambling Impact
Study Commussion (July 31, 1998) (a study of five tribes that found
gambhing was an “engmne for economic growth” and “the number of
compulsive gamblers . has grown” but that “head counts of

pul blers . palc n beside the

p: m social and di for
gaming tnbes” At 1), William Bennett Cooper, 1i, Comment
What is tn the Cards for the Future of Indian Gaming? $ Vil Sports
& Entertainment L. Forum 129 (1998) {discussion of the law and

of Indian gambling that ines revenue
Indian cultural backlash, compuisive gambling, and crime); and
Anders, supra note 1 {survey and discussion of a number of positive
and negative aspects of Indian gambling)

L £ published by the D of
E U y of Ci ). page 6, (Spring 1997)
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among other uses. This includes essential
governmental services such as education, health,
and infrastructure improvements.”’ According to
the Chairman of the National Indian Gaming
Commission, many tribes have used their
revenues “to build schools, fund social services,
provide college scholarships, build roads,
provide new sewer and water systems, and
provide for adequate housing for tribal
members.”"?

Many tribes are providing more basic services.
One example is the Prairie Island Indian
Community. Their representative testified before
the Commission’s Subcommittee on Indian
Gambling that:

We no longer rely only on government
funding to pay for the basics. We have
used gaming proceeds to build better
homes for our members, construct a
community center and an administration
building, develop a waste water treatment
facility and build safer roads. We are also
able to provide our members with
excellent health care benefits and quality
education choices.... We are currently
working with the [Mayo Clinic] on a
diabetic study of Native Americans. We
can provide chemical dependency
treatment to any tribai member who
needs assistance. And our education
assistance program allows tribal members
to choose whatever job training, collcge,
or university they wish to attend.”

A representative of the Viejas Band of
Kumeyaay Indians also testified that:

Our gaming revenues provide such
government services as police, fire, and
ambulance to our reservation, neighbors

7'25 USC, 827011 IXBY1-v)

72Tacld Johnson, (now former Chatrman), Tesumony Before the
National Gambling Impact Study Commission, Boston, Mass.
(March 16, 1998)

B Carrel Campbell, T v Before the Sub on Indun
Gambiing. Natronal Gambling impact Study Comnussion, Las
Vegas. Nev., (Nov. 9. 1998) {Secretary of the Prairie Island Indian
Community).

and casino. Earnings from gaming have
paved roads, provided electricity. sewage
lines, clean water storage, recycling. trash
disposal, natural habitat replacement, and
watershed and other environmental
improvements to our lands.”

Other tribal governments report the development
of sewage management projects, energy
assistance, housing, job training, conservation.
education, native language programs, and many
other services that previously were absent or
poorly funded before the introduction of
gambling. There also has been an emphasis by
many tribes on using gambling revenues for
preserving cultural practices and strengthening
tribal bonds.™

For some, Indian gambling provides substantial
new revenue to the tribal government.”® For
others, Indian gambling has provided little or no
net revenue to the tribal government, but has
provided jobs for tribal members. One estimate
of employment at Indian gambling facilities puts
the figure at 100,000 jobs. Indian gambling
provides jobs for Indian tribal members in areas
where unemployment has often exceeded 50
percent of the adult age population. Many of the
casinos also employ non-Indian people and
therefore can have a significant positive
economic impact on surrounding communities,
as well as for many small businesses near Indian
reservations.

™ Anthony R. Pico, Tesiimony Before the Subcommittee on Indian
Gambling, National Gambling Impact Study Ce i Las
Vegas, Nev. (Nov. 9, 1998) (Chamnan of the Vigjas Band of
Kumeyaay Indians).

Ibsd note 50. and Hilary Osborn, Testmony Before the
on Inchan Gambling of the National Gambii
Impact Study Comsussion, Las Vegu Nev. (Nov 9, 1998)
{Charman of the Tribal Casino Gaming Enterprise, Eastern Band of
Cherokee Indans).

76&:. Sean Paige, Gambling on the Future, Insight on the News, 8.
{Dec 22, 1997).

T Econemic Contributions of Indian Tribes to the Economy of
Washington State.” Veronica Tiller, Ph.D.. Tilier Rescarch, Inc., and
Robert A Chase, Chase Economics {1999). This study was a
partnership effort commissioned by the State of Washmgton and the
Wash state tribaf g Sex also, “E ic Benefits
of Indian Gaming in the State of Orcgon,” James M. Kias and
Matthew S. Robinson (June 1996) and “Statistics on the Economic
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Although the impact varies greatly, tribal
gambling has significantly decreased the rates of
unemployment for some tribes. For example, the
Subcommittee received testimony that stated
that, for the Mille Lacs Band of Ojibwes in
Minnesota, unemployment has decreased from
about 60 npercem in 1991 to almost zero at
present.” For the Oneida tribe of Wisconsin, the
unemployment rate dropped from nearly 70
perccnt to less than 5 percent after their casino
opened.” Representatives from the Gila river
Indian Community testified that unemployment
on their reservation has decreased from 40
percent to 11 percent since the introduction of
gambling.*® The Coeur d’Alene tribe reported a
decrease in the unemployment rate from 55
percent to 22 percent.®' A number of other tribes
have reported similar results,

The Subcommittee also heard much testimony
about the pride, optimism, hope, and opportunity
that has accompanied the revenues and programs
generated by Indian gambling facilities. As one
tribal representative stated:

Gaming has provided a new sense of
hope for the future among a Nation that
previously felt too much despair and
powerlessness as a result of our long term
poverty...and a renewed interest in the
past. The economic development
generated by gaming has raised our
spirits and drawn us close together.®

Impact of indian Gamng,” National Indian Garmng Association,
{February, 1997).

e by Marge Chief Exceutive. Mille
Lacs Band of Ojibwe Indians, before the Indian Gambling
Subcommuttee of the National Gamblmg mpact Study
Commussion, Las Vegas. NV, November 9, 1998,

™

80¢ esha Lemb-Grassiey. Testimony Before the ittee on
indian Gambling, National Gambling Impact Study Ci

The Chairman of the Hopi tribe testified before
this Commission.

One need only visit an Indian casino to
realize that a significant number of casino
patrons are Indian people from the
reservations on which the casino is
located or from other nearby reservations.
including non-gaming reservations.... 1
believe it is also safe to conclude that
most Indian people do not routinely have
a surplus disposable income which
should be expended on games of chance.
Most of our people on most reservations
and tribal communities find it difficult
enough to accumulate enough income on
a monthly basis to meet the most basic
needs of their families. While the
decision to expend those funds in gaming
activities is an individual choice, the
impacts on family members who
frequently do not participate in tha!
choice are nevertheless affected.®

EMPLOYMENT LAWS AND INDIAN
TRIBAL GOVERNMENTS

The applicability of federal labor laws to tribal
governments and their business enterprises is a
controversial and much-discussed issue in
federal courts.®* Two federal statutes concerning
employment issues expressly exclude tribes from
coverage: Title VIl of the Civil Rights Act of
1964 and Title I of the Americans with
Disabilities Act of 1990. In addition, certain
other non-discrimination laws have been held not
to apply where the alleged dlscnmmatmn was in
to admi to bership in the
mbe 5 All other federal statutes rcgardmg

Seattle. WA (Jan 7, 1999} (Board of Direciors of the Gila River
Indsan Community).

Y aformation provided by the Coeur dAlenc Tribe to the

Sub ittee on Indian Gambling. National Gambling Impact
Study Commission. Seattle, WA (Jan. 7, 1999).
%2 1acob LoneTree. T Before the itiee on Indian

Gambling. National Gambhing Impact Study Commussion, Las
Vegas. NE (Nov 9. 1998} (President of the Ho-Chunk Nation),

#The Honorable Wayne Taylor, ., Testimony before the National
Gambling Impact Study Commission, Tempe, AZ, July 30, 1998,
¥4 See William Buffalo and Kevin Wadzinski, Application of
Federal and State Labor and Employmert Law to Indian Tribal
Employers, 25 MR_ ST. UL, REV. 1365 (1995).

85Nero v. Cherokee Nation of Oklahoma, 892 F.2d 1457, 1462-
1463 (CA10 1989).
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employment “are silent.”* Some federal courts
of appeals, however, have held that the following
federal laws do apply to on-reservation tribal
businesses under fact-specific circumstances:
The Occupational Safety and Health Act;® the
Employee Retirement Income Security Act;*®
and the Fair Labor Standards Act.*

The National Labor Relations Act (NLRA)
permits employees to form unions and to bargain
collectively with their employer. The law does
not contain language that expressly applies the
Act to Indian tribes nor does it expressly exempt
Indian tribes from the Act’s coverage. However,
the Act does expressly exempt government
entities.

The National Labor Relations Board (NLRB or
Board), which hears disputes brought under the
Act in the first instance, has addressed the issue
of whether the Act applies to Indian tribes and
has twice held that a tribally owned and operated
business located on Indian lands is exempt from
the Act under the Act’s exemption for
government entities. Similarly, at least one court
has ruled that the NLRA does not apply to tribal
governments.

An important case on the subject, Fort Apache
Timber Company, was decided by the Board in
1976.%° In this case. the Board ruled that it lacked
jurisdiction over the White Mountain Apache
Tribe and a wholly owned and operated

86Vlckl 1 Limas, Applicanon of Federal Labor and Employment
Statutes to Native American Tribes Respecting Sovereignty and
Achieving Consistency, 26 ARIZ L.J. 681 at 682.

& Donovan v Coeur d*lene Tribal Farm, 751 F 24 1113, 1115
(CA9 1985). Reich v Mashantucket Sand & Gravel 95F 34174
(CA2 1996) For example, in Mashaniucket, OSHA was found to
apply to the Mashantucket Pequot Sand & Gravel operation through
its ies m but d Tribe's nght to
cstablish its own tnbal OSHA svstem

Y8 Smart v State Farm Insurance Co , 868 F 24929 (CA? 1989),
Lumber Industrv Pension Fund v Warm Springs Forest Products,
939 F.2d 683 (CA9 1991)

B Reich v Great Lakes Indian Fish & Wildige Commission, & F 3¢
490 (CA7 1993). The Court ruled agasnst the plantiff on the
grounds that the FLSA's police exemption applied The Court never
reached or decided the question of whether or not FLSA apphed
directly to the tnbal government

Pkt Apache Tumber Co 226 NLR B 503 (1976).

enterprise of the tribe. Central to the Board's
ruling was the recognition that the tribe was a
government, and thus exempt from the Act:

Consistent with our discussion of
authorities recognizing the sovereign-
government character of the Tribal
Council in the political scheme of this
country it would be possible to conclude
that the Council is the equivalent of a
State, or an integral part of the
government of the United States as a
whole, and as such specifically excluded
from the Act’s Section 2(2) definition of
“employer.” We deem it unnecessary to
make that finding here, however, as we
conclude and find that the Tribal Council,
and its self-directed enterprise on the
reservation that is here asserted to be an
employer, are implicitly exempt as
employers within the meaning of the
Act”

The Federal District Court for the District of
Oregon expressly agreed with the Board’s
position in Fort Apache Timber and similarly
ruled that the Confederated Tribes of the Warm
Springs Reservation was “not an employer for
purposes of [the NLRA]."92 The court held,
however, that a business operated by a tribal
corporation was covered by the NLRA.

It should be noted that the Board has expressly
held, and the D.C. Circuit Court has upheld, that
the Act’s provisions apply to private employers
operating on reservations.”® Similarly, the Board
has applied the NLRA to a joint venture between
a tribal employer and a non-tribal employer on a
reservation.” In addition, the Board has also
held that the Act applies to businesses wholly

g
22103 LR RM. (BNA) 2749 (D Or. 1980)

P Navayo Nation v.N L R B, 288 F.24 162 (D C Cir. 1961), cert
derued, 366 U'S 928 (1961).

%3 Devils Lake Sioux Mamyfacturing Corporation, 43 NLRB 163
(1979)
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owned and operated by a tribe if the business is
located off reservation.”

The applicability of state labor law to tribal
gambling employers is significantly less
complex. Absent some showing that Congress
has consented, the states have no power to
regulate activity conducted on an Indian
reservation.”® Thus, tribal labor laws apply and
state labor laws do not apply to tribal gambling
employers under the federal law.”’ State laws
that would be inapplicable include workers’
compensation; state unemployment insurance;
state mimmum wage; daily or weekly overtime;
state disability insurance progsams; protection
against discrimination for race, sex, age, religion,
disability, etc.; protection of minors; no
authorized deductions from paychecks; no
kickbacks or wage rebates; mandatory day of
rest; payment of wages at least semi-monthly; no
payment in scrip, coupons, or I0U’s; no required
purchases at company store; and payment in full
to terminated workers. It should be noted that
most states have laws of the types listed, but
some states do not. Other states have additional
laws not on the list.

State labor law varies considerably with respect
to the rights of state government employees.
Under these laws, 28 states allow their
employees to organize but not to strike; 9 states
permit employees to strike in limited instances;
11 states put limits on the areas that are subject
to negotiations; and 8 states do not grant their
employees a right to bargain collectively.
However, citizens of those states have the right
to vote for their state and local government
officials. Although tribal members make up a
majority of tribal casino employees in a few

P5ac & Fox Industries. Lid, 30TNLRB 241 (1992)
%Mescalem Apache Tribe v Jones, 411 US 145, 148 (1973)

97, .

Examples of state laws include workers' compensation, state

ploy state wage. daily or weekly

overtime, state disability msurance programs, protection of mimnors,
no auth d ded from paych , o or wage
rebates. mandatory day of rest, payment of wages at least semi-
monthly. no payment tn scnip. coupons or HOU’s, no required
purchase at a company store. and payment for terminated workers It
should be noted that while many states have these laws, some states
do not 1t 1s a prerogative of state sovereignty to choose 1ts labor
laws and of tribal sovereignty to choose s labor laws

smaller rural tribal casinos. the great majority of
tribal casino employees are not Native
Americans; for example, in California, more than
95 percent of the estimated 15,000 tribal casino
employees are not Indians; at Foxwoods, in
Connecticut, there are a little more than 500
members of the Mashantucket Pequot Tribal
Nation and more than 13,000 employees.

In Boston, the Commission heard extensive
testimony on the issue of applicability of labor
law to tribal employers. Connecticut Attorney
General Richard Blumenthal urged the
Commission to “apply basic worker protections
in federal and state law to the tribal employers or
require the tribes to enact laws and ordinances or
protections that are commensurate with the
federal protections.™

Noting that Indian casinos have created
thousands of badly needed jobs in southeastern
Connecticut, Connecticut State Senator Edith
Prague, Chair of the Labor Committee for the
Connecticut General Assembly, gave testimony
on the relationship between tribal sovereignty
and workers’ rights:

Federally recognized tribes enjoy
sovereignty which is guaranteed under
the Constitution of the United States.
Along with sovereignty, there is a
responsibility to maintain a basic respect
for human rights. This is the balance we
need. The reason there is no balance at
Foxwoods is because of how the
Mashantucket Pequots have chosen [to
use] their sovereign rights....

I am not opposed to sovereignty. I am
however opposed to a tribe using
sovereignty as a weapon to shield
themselves from having to behave fairly
and decently with their workers. There
are just over 500 members of the
Mashantucket Pequot Tribe, there are just
over 13,000 workers at Foxwoods
Casino, some of them may be

QSRIChﬂI‘d Blumenthal, Testimony Before the National Gambling
Impact Study C Boston, N ¥ {March 16,
1998) (Attomey General, State of Connecticut)
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Mashantucket Pequots, the great majority
of them are not. And what rights do these
workers have?”

In addition, the Commission heard testimony
from former employees of the Foxwoods Casino,
including Fred Sinclair, who described his
experience there:

I am part Cherokee and I support the
dream of the Pequots and their success. |
was at the original employer rally in 1992
and actually believed that they cared
about their employees. I put my heart,
soul, and thousands of uncompensated
hours into Foxwoods. Even though my
part may be considered small, 1 helped
the Pequots achieve their dream, only to
be severely injured, harassed, stripped of
my position, my rights, my job, and my
health benefits by the abusive upper
management they are responsible for.'®

Tribal representatives have disputed employee
claims of poor working conditions. According to
Richard G. Hill, Chairman of the National Indian
Gaming Association:

The record clearly shows Indian Nations
provide good jobs, often with wages in
excess of the federal minimum wage,
health care, retirement, burial insurance,
and other fringe benefits. Indian Nation
gaming jobs are generally better than
other jobs available in the community.
We agree that unemployment insurance
and workman’s compensation should be
available under a Tribal system or the
Tribe should participate in a state or
federal plan. We reject the notion that
Indian Nation non-Indian employees
have no rights. Indians and non-Indians
are permitted access to grievance
procedures at every Indian gaming
facility. This objection infers Indian

wEduh Praguc. Testmony Before the National Gambling Impact
Study Ca Boston. M {March 16, 1998)
{Connecucut State Senator).

1% eq Sinclarr, Testimony Before the National Gambling Impact

Study C Boston. M {March 17, 1998)
(Former emplayee at Foxwoods Casino).

Nations cannot run fair grievance
systems and is code for the implication
that Indians are not able to govern
themselves. This is an extremely
prejudicial claim. No Indian Nation
testified against Unionization. In fact,
Indian people generally perceive Union
members as working people like
themselves.

Although some tribes do not favor unionization,
other tribes have taken an alternative approach
by entering into labor agreements covering tribal
gambling employees. Testifying before the
Subcommittee in Seattle, Apesanahkwat,
Chairman of the Menominee Indian Tribe of
Wisconsin, described one such voluntary
agreement between his tribal government and a
group of unions, covering the tribe’s proposed
off-reservation casino in Kenosha, Wisconsin.
This groundbreaking agreement affirms the
tribe’s sovereignty and guarantees the rights of
tribal gambling employees to organize
themselves, join unions, and bargain collectively.
Among other things, it provides for employer
neutrality on the issue of unionization; union
access to employee dining and break rooms; and
binding arbitration to settle disputes. The tribe
also agrees to participate in the state’s
unemployment and workers’ compensation
programs. For their part, the unions agree not to
engage in strikes, slowdowns, picketing, sit-ins,
boycotts, hand-billing, or other economic
activity against the tribe’s casino.

OTHER ISSUES FOR CONSIDERATION

Taxation

1080 schard G. Hill, Testimony Before the National Gambimg
Impact Sudy Commission, Virginia Beach, Virginia (February 9,
1999) (Chasrman of the National Indian Gaming Association)

192 5 pesanahkwat, Testimony Before the Indian Gambing

Subcommittee of the National Gambling Impact Study
Commission, Seattle Washington (January 7, 1999) (Chasrman,
Menominee Tribe of Wisconsin),
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Few topics regarding Indian gambling have
generated more controversy and heated dispute
than the subject of taxation.

As governmental entities, tribal governments are
not subject to federal income taxes. Instead, the
Internal Revenue Service classifies tribal
governments as non-taxable entities.'® As Indian
casinos are owned and often operated by the
tribes, the net revenues from these facilities go
directly into the coffers of the tribal
governments. Some proponents of Indian
gambling argue that these revenues are thus
taxed at a rate of 100 percent.

As noted above, IGRA requires that the revenues
generated by Indian gambling facilities be used
for tribal governmental services and for the
economic development of the tribe. To the extent
that the revenues are used for these purposes,
they are not subject to federal taxes. The major
exception concerns per-capita payments of
gambling revenues to eligible tribal members.
According to IGRA, if any gambling revenues
remain after a tribe’s social and economic
development needs have been met, and its tribal
government operations have been sufficiently
funded, then per-capita distributions can be made
to eligible tribal members, if approval is granted
by the Secretary of the Interior. Individuals
receiving this income are then subject to federal
income taxes as ordinary income.'®

State income taxes, however, do not apply to
Indians who live on reservations and who derive
their income from tribal enterprises. State
income tax does apply to non-Indians working at
Indian casinos, and to Indians living and working
off the reservations, as well as to those Indians
who live on reservations but who eamn their
income at non-tribal operations off the
reservations.

In general. state and local government taxes do
not apply to tribes or tribal members living on

mzlmcmn! Revenue Service Revenue Ruling 94-16, 1994-1 CB.
19. as amplified by Rev Rul 94-65, 1994-2 C.B. 14 Sec also,
“indian A Handbook," {x of the Treasury,
Internal Revenue Service, (1994).

195 UsC §27100X3KD)

reservations. However, many of the state-tribal
compacts that have been negotiated contain
provisions for payments by the tribes to state
governments, which may or may not then
allocate some of the proceeds to local
governments. These payments most commonly
include reimbursement of the state’s share of the
costs of regulating tribal gambling facilities or
similar types of services. But there are examples
in which the state has required payment from
tribes merely as a quid pro quo for concluding a
compact. For example, in its compact with the
Mashantucket Pequots, the state of Connecticut
receives 25 percent of the proceeds from slot
machines at the Foxwoods casino in return for
maintaining the tribe’s monopoly (shared along
with the nearby Mohegan Sun casino on the
Mohegan reservation) on slot machines in the
state. In addition to these mandatory compacts,
many tribes have negotiated voluntary
agreements with neighboring communities in
which compensation is provided for fire
protection, ambulance service, and similar
functions provided to the tribe.

Exclusivity Payments

Tribes in some states have made “voluntary™
payments to states in ¢ ge for the exclusive
right to conduct casino-type gambling on a large
scale when states allow charitable casino nights
but not commercial casinos. These “exclusivity
payments” are usually based on a percentage of
revenues earned from slots or other gambling.

These voluntary payments have created some
confusion. Given that the IGRA specifically
prohibits imposition of a state tax on an Indian
tribe as a condition of signing a tribal gambling
compact, the payments at first glance seem to
violate this provision.'®® The distinction,
however, is that in order for these voluntary

19525 S C §2710(dK4), s follows:

*“(4) Except for any assessments that may be agreed to
under h (3XC)iir) of this sub nothing in
this section shall be mterpreted as conferring upon a State
or any of s political subdivisions authority to impose sny
tax, fee, charge. or other assessment upon an Indian tribe
or upon any other person of entity authorized by an Indian
tribe to engage in a class [ activity.™
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payments to be valid, the state must provide
additional value that is distinct from the right of
a tribe to operate Class III gambling in a state.

The Mashantucket Pequot Tribal Nation was the
first such agreement to include exclusivity
payments and provides the clearest example. The
tribe was permitted to exclusively operate
casino-style, Class 111 gambling in Connecticut
in exchange for a 25 percent payment of the
gross slot machine revenues to the state of
Connecticut. The extraordinarily high value of
the exclusivity consideration derived from the
casino’s location in one of the densest and
wealthiest populations in the.United States.
Should the state of Connecticut permit any other
party to operate casino-style gambling in
Connecticut, the tribe’s obligation to pay 25
percent of its slot revenues would cease, unless
the tribe consents (as they recently did for the
new Mohegan Sun casino). But the
Mashantucket Pequot Tribal Nation would still
be permitted to operate Class III gambling.
Therefore, the additional agreement in which the
state ensures non-competition for the tribe’s
gambling operation is distinct from the right of
the tribe to operate Class II] gambling.

Off-Reservation Gambling

It is possible for an Indian tribe to operate Indian
gambling off existing reservation lands. The
general rule under IGRA is that no Indian
gambling may occur unless it is located on
“Indian lands™ acquired before the enactment of
IGRA in 1988.!% IGRA prohibits the operation
of Indian gambling on lands acquired by a tribe
and transferred into trust after 1ts enactment in
1988, with the following exceptions:

e  When an Indian tribe was without a
reservation when IGRA was enacted and the

19625 U'S € 52710 (b)(1), (d)(1) “Indian Tands” are “all lands
within the hmits of any Indan reservation™ and “any fands title to
which 1s erther held 1n trust by the United States for the benefit of
any Indian tnbe or mdividual or held by any Indian tibe or
individual subject to restriction by the United States against
ahienation and over which an Indian tribe exercises governmental
power 25U S C §2703 (4)

newly acquired lands in trust are within the
boundaries of the tribe’s former reservation:

e When an Indian tribe purchases off-
reservation lands and transfers them into trust
after the enactment of IGRA and it meets
certain conditions and obtains certain
consents. An Indian tribe is permitted to
operate Indian gambling on newly acquired
lands that have been transferred into trust and
located off an existing reservation when “the
Secretary {of the Interior), after consultation
with the Indian tribe and appropriate State and
Jocal officials, including officials of other
nearby Indian tribes, determines that a
gambling establishment on newly acquired
lands would be in the best interest of the
Indian tribe and its members, and would not
be detrimental to the surrounding community,
but only if the Govemnor of the State in which
the gaming activity is to be conducted concurs
in the Secretary’s determination;™?’

¢ When an Indian tribe acquires land as
settlement of a tribal land claim or its former

reservation lands are restored to trust status;'%

e When an Indian tribe acquires an initial
reservation as a part of its federal recognition
under the federal acknowledgement process.

In the eleven years since IGRA’s enactment, the
Bureau of Indian Affairs has reviewed ten
applications 1o operate off-reservation casinos in
Milwaukee, Wisconsin; Council Bluffs, Jowa
(two applications for the same parcel of land);
Salem, Oregon; Park City, Kansas; Allen Parish,
Louisiana; Oklahoma City, Oklahoma; Detroit,
Michigan; Marquette County, Michigan; and
Airway Heights, Washington. Of these, the BIA
accepted two—ithe Forest County Potawatomie
Tribe located in Milwaukee, Wisconsin in 1990;
and the Kalispel Tribe, located in Airway
Heights, Washington in 1998. One
application—i.e., Allen Parish-—was rendered
moot by the tribe’s decision to use a site that did

197 the Indian Gaming Regulatory Act of 1988, 25 U S C . Sect
me

%84
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not require approval; three
applications—Council Bluffs, Salem, and
Detroit—were officially rejected by either the
Secretary of the Interior or the state governor;
and the remainder, though not officially rejected,
apparently are no longer under active
consideration, at least in some cases because of
the governor’s stated opposition.'®

Proposals for off-reservation tribal casinos do
not always reach the formal application stage.
For example, off-reservation tribal casinos also
have been proposed in Bridgeport, Connecticut;
Fall River, Massachusetts; Kenosha, Wisconsin;
Kansas City, Kansas; Portland, Oregon; southern
New Jersey; and New York’s Catskill
Mountains,

Land acquisitions by Indian tribes for non-
gambling purposes have been largely focused on
reclaiming former reservation land that was
alienated in the past. According to Richard G.
Hill, Chairman of the National Indian Gaming
Association (NIGA): “There is really no need for
anyone to fear land-into-trust acquisitions. It’s
not like Indian nations will ever be able to buy
back the entire country.”' 10

Class Il “Megabingos”

Tribes currently operate Class I1 “megabingos™
that use the telephone lines to operate gambling
similar to the current pari-mutuel uses. These are
not Internet gambling, as the linkages are
reservation to reservation and do not involve
indrvidual home terminal access. More than 60
tribal governments currently use these forms of
technology in the play of interstate-linked Class
i1 bingo games, which are satellite broadcast
across the country. These forms of technology

109U S Department of the Intenor. Bureau of Indian Affairs,
“Gaming A App d Since E: of IGRA.
October 17. 1988". “Unapproved Gaming Acguisitions Since
Enactment of IGRA, October 17, 1988, and “Actions by the
Washington, D C Office of the Department of the Interior on
Apphcations to Take Off-Reservanon Land In Trust for Gaming
{Not Including the invol the Hudson Do Track)"
January 8, 1998

i mDamcl Messker, “State and Local Finance Senate Proposal on

indian Gambling Is Under Attack By Governors™ Group,” The Bond
Buver (May 13, 1998),p 5

are used to broaden the participation levels of
these games and attract more people to visit
Indian communities.

RECOMMENDATIONS

6.1 The Commission acknowledges the central
role of the National Indian Gaming Commission
(NIGC) as the lead federal regulator of tribal
governmental gambling. The Commission
encourages the Congress to assure adequate
NIGC funding for proper regulatory oversight to
ensure integrity and fiscal accountability. The
Commission supports the NIGC’s new Minimum
Internal Control Standards, developed with the
help of the National Tribal Gaming
Commissioners and Regulators, as an important
step to ensure such fiscal accountability. The
Commission recommends that all Tribal Gaming
Commission work ensures that the tribal
gambling operations they regulate meet or
exceed these Minimum Standards, and that the
NIGC focus special attention on tribal gambling
operations struggling to comply with these and
other regulatory requirements.

6.2 The Commission recommends that IGRA’s
classes of gambling be clearly defined so that
there is no confusion as to what forms of
gambling constitute Class I1 and Class 111
gambling activities. Further, the Commission
recommends that Class III gambling activities
should not include any activities that are not
available to other persons, entities or
organizations in a state, regardless of
technological similarities. Indian gambling
should not be inconsistent with the state’s overall
gambling policy.

6.3 The Commission recommends that labor
organizations, tribal governments, and states
should voluntarily work together to ensure the
enforceable right of free association—including
the right to organize and bargain collectively—
for employees of tribal casinos. Further, the
Commission recommends that Congress should
enact legislation establishing such worker rights
only if there is not substantial voluntary progress
toward this goal over a reasonable period of
time.
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6.4 The Commission recommends that tribal
governments, states and, where appropriate,
labor organizations, should work voluntarily
together to extend to employees of tribal casinos
the same or equivalent (or superior) protections
that are applicable to comparable state or private-
sector employees through federal and state
employment laws. If state employee protections
are adopted as the standard for a particular tribal
casino, then they should be those of the state in
which that tribal casino is located. Further, the
Commission recommends that Congress should
enact legislation providing such protections only
if there is not substantial voluntary progress
toward this goal over a reasonable period of
time.

6.5 The Commission recognizes that under
IGRA, Indian tribes must annually report certain
proprietary and non-proprietary tribal
govemnmental gambling financial information to
the NIGC, through certified, independently
audited financial statements. The Commission
recommends that certain aggregated financial,
Indian gambling data from reporting tribal
governments, comparable by class to the
aggregated financial data mandatorily collected
from commercial casinos and published by such
states as Nevada and New Jersey, should be
published by the National Indian Gaming
Commission annually. Further, the Commission
recommends that the independent auditors
should also review and comment on each tribal
gambling operation’s compliance with the
Minimum Internal Control Standards (MICS)
promulgated by the NIGC.

6.6 The Commission recommends that, upon
written request, a reporting Indian tribe should
make immediately available to any enrolled
tribal member the annual, certified,
independently audited financial and
compliance review of the MICS submitted to the
NIGC. A tribal member should be able to inspect
such financial statements and compliance
reviews at the tribal headquarters or request that
they be mailed.

6.7 The Commission recommends that tribal and
state sovereignty should be recognized,
protected, and preserved.

6.8 The Commission recommends that all
relevant governmental gambling regulatory
agencies should take the rapid growth of
commercial gambling, state lotteries, charitable
gambling, and Indian gambling into account as
they formulate policies, laws, and regulations
pertaining to legalized gambling in their
jurisdictions. Further, the Commission
recommends that that all relevant governmental
gambling regulatory agencies should recognize
the long overdue economic development Indian
gambling can generate.

6.9 The Commission has heard substantial
testimony from tribal and state officials that
uncompacted tribal gambling has resulted in
substantial litigation. Federal enforcement has,
until lately, been mixed. The Commission
recommends that the federal government fully
and consistently enforce all provisions of the
IGRA.

6.10 The Commission recommends that tribes,
states, and local governments should continue to
work together to resolve issues of mutual
concern rather than relying on federal law to
solve problems for them.

6.11 The Commission recommends that
gambling tribes, states, and local governments
should recognize the mutual benefits that may
flow to communities from Indian gambling.
Further, the Commission recommends that tribes
should enter into reciprocal agreements with
state and local governments to mitigate the
negative effects of the activities that may occur
in other communities and to balance the rights of
tribal, state and local governments, tribal
members, and other citizens.

6.12 IGRA allows tribes and states to negotiate
any issues related to gambling. Nothing
precludes voluntary ag; ts to deal with
issues unrelated to gambling either within or
without compacts. Many tribes and states have
agreements for any number of issues (e.g., taxes,
zoning, environmental issues, natural resources
management, hunting and fishing, etc.). The
Commission recommends that the federal
government should leave these issues to the
states and tribes for resolution.
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6.13 The Commission recommends that
Congress should specify a constitutionally sound
means of resolving disputes between states and
tribes regarding Class Il gambling. Further, the
Commission recommends that all parties to Class
111 negotiations should be subject to an
independent, impartial decisionmaker who is
empowered to approve compacts in the eventa
state refuses to enter into a Class III compact, but
only if the decisionmaker does not permit any
Class I1I games that are not available to other
persons, entities, or organizations of the state and
only if an effective regulatory structure is
created.

6.14 The Commission recommends that
Congress should adopt no law altering the right
of tribes to use existing telephone technology to
link bingo games between Indian reservations
when such forms of technology are used in
conjunction with the playing of Class II bingo
games as defined under IGRA.

6.15 The Commission recommends that tribal
governments should be encouraged to use some
of the net revenues derived from Indian
gambling as “seed money” to further diversify
tribal economies and to reduce their dependence
on gambling.
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TESTIMONY OF
THE HONORABLE MONTIE R DEER, CHAIRMAN
NATIONAL INDIAN GAMING COMMISSION
BEFORE THE SENATE COMMITTEE ON INDIAN AFFAIRS

June 23, 1999

Mr Chairman, Mr Vice-Chairman, members of the Committee, my name 1s Montie Deer and 1
am the Chairman of the National Indian Gaming Commission (NIGC or Commission) Thank you
for the opportunity to appear before you today to testify on National Gambling Impact Study
Commission’s (Study Commission) final report

As you know, this report was 1ssued this past Friday on June 18, 1999 At this time, the NIGC
has not had ample time to fully review and digest the report We would appreciate an
opportunity to more fully comment on the report’s recommendations once we are able to
thoroughly analyze the report’s contents Additionally, we would like to comment on the “Survey
of Regulatory Practices in the Gaming Industry” submitted by Dr Amy Bunger Pool This survey
was conducted at the request of the Study Commussion and discusses many characteristics of the
Indian gaming industry, particularly with regard to regulation

You have asked me here today to address two issues (1) the regulation of Indian gaming and (2)
the NIGC’s disclosure of aggregate tribal revenue figures to the Study Commission

in, |

Indian gaming has three tiers of regulation tribal, state and federal The Study Commussion
report recognizes the fact that as sovereign governments, tribes provide the first level of
regulation for their gaming operations Indeed, the report recommends that tribal sovereignty
should be “recognized, protected and preserved ” With respect to state involvement, many
Tribal-State compacts provide for some level of state regulation Finally, the NIGC provides a
third level of regulation including (1) monitoring all tribal gaming operations on a continuing
basis, (2) approving management contracts; (3) conducting background investigations on
management company officials, (4) reviewing and conducting audits of the gaming operations,
and (5) initiating enforcement actions to ensure the integrity of indian gaming operations We
sincerely appreciate the Study Commission’s acknowledgment of, and support for, the NIGC’s
role in regulating Indian gaming (Executive Summary Recommendation (E S Recommendation)
61)

Tribal gaming regulatory authority is often delegated to tribal gaming commissions under the
tribes’ tribal gaming ordinances which are submitted and approved by the NIGC They may also
be established or delegated authority under Tribal-State compacts entered into to govern Class HI
gaming Occasionally, tribes establish their regulatory bodies by other means such as a tribal
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resolution or may even change the tribe’s governing document, its constitution Although not
mandated by the Indian Gaming Regulatory Act (IGRA), the NIGC works closely with tribes to
estabhsh independent regulatory bodies The NIGC has issued a bulletin which encourages tribes
to establish independent tribal gaming commissions and describes our expectations for the
regulatory function that those commissions will provide

I have attached the most recent version of the NIGC’s Report to the Secretary of the Interior on
Comphance with the Indian Ganung Regulatory Act This report focusses on eight key
requirements of IGRA  As you will see the report shows that gaming tribes maintain a strong
compliance record

In January of this year, the NIGC promulgated regulations on Minimum Internal Control
Standards (MICS) which are intended to protect and preserve the integrity of Indian gaming

The MICS were drafted to provide protection against potential risk of loss at tribal casinos due to
customer or employee access to cash and cash equivalents within the casino -- which is true of
any casino The MICS will reduce the risk of loss to tribal gaming operations because the rule
contains, among other things, standards and procedures that govern cash handling and counting,
documentation, game mtegnty, auditing and surveillance For example, with regard to the game
of Bingo, the MICS (1) establish game play standards, (2) restrict access to bingo supplies and
equipment, (3) require collection and review of data, and (4) establish standards for linked
electromic games  In addition to Bingo, the MICS also establish minimum standards and
procedures for Class Il and Il games such as pull tabs, card games, manual and computerized
Keno, pan-mutuel wagering, table games and gaming machines In short, the MICS provide strict
rules which track money from the time 1t enters the casino, until the time it leaves All gaming
tribes must adopt Minimum Internal Control Standards by August 4, 1999 1 appreciate the Study
Comnussion’s support of the MICS issued by the NIGC

As these standards become effective, we intend to emphasize compliance with them as a key
aspect of our regulatory program To meet this challenge we have established a separate Division
of Audits as part of the NIGC staff structure and are in the process of hiring auditors experienced
n gaming operations for positions within that division Under the MICS, the annual independent
audit of a tribal gaming operation provided to the NIGC will mclude comment on that tribal
gaming operation’s compliance with the NIGC-directed MICS program, as recommended by the
Study Commission (Recommendation 6 5)

You should know that many tribes’ internal controls already meet or exceed the NIGC’s MICS
Just this past week 1 visited four tnbes in Michigan to tour the casinos, including a review of
surveillance, count room procedures and other casino regulation 1 can tell you first hand that
these particular tribes had state of the art surveillance and machinery to conduct the counting of
money 1 also learned about a cooperative network in which all Michigan gaming tribes share
photographs and other mformation on cheaters and scam artists Many employees 1 spoke with
had prior experience n the industry and some had been with the operation for close to ten years,
since the mception of Indian gaming
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Let me add that I was impressed on my visit to Michigan last week by the tribal infrastructure and
programs that have resuited from the revenues of Indian gaming for the tribes in that state As the
Study Commission report concludes, “gambling revenues have proven to be a very important
source of funding from many tribal governments, providing much-needed improvements in the
health, education and welfare of Native Americans on reservations across the United States ™
(Final Report at 2-10 ) The building of tribal schools, health centers and recreation centers as
well as substance abuse programs, elderly and headstart programs and water treatment programs
are just a few of the things I observed first hand I was informed that 10 years ago many of these
programs and much of the infrastructure simply did not exist

To be fair, this is not the case for all tribes  Some tribes which have smaller, less profitable
operations may not have sophisticated surveillance or advanced machinery to assist in count room
procedures Indeed, some tribes will be required to expend additional revenues in order to come
mto compliance with the NIGC’s MICS

With respect to the NIGC’s regulatory authority, I would request again that the NIGC be granted
licensing authority Currently, there exists some gaps in the regulatory process because, under the
current statutory authority, the NIGC is not authorized to investigate suspect individuals or
companies which might be using vending or consulting contracts as a foothold into Indian gaming
The problem is that, because IGRA requires only the approval of management contracts and not
the approval of consulting agreements and other similar arrangements, some parties have
attempted to circumvent the management contract approval requirements by claiming that they
are merely providing consulting or vendor services, or that they are simply lenders attempting to
assure that they will be repaid in full A national licensing system for all individuals engaged in
Indian gaming and for gaming related contracts would give the NIGC the ability to scrutinize
persons involved in consulting agreements, and simlar gaming related contracts and would be an
improvement in our regulatory scheme

Rel £ tribal financial informati

In addition to Indian gaming regulation, I wanted to briefly discuss the Study Commission’s
statement that the NIGC refused to provide information to the Study Commission (Report at 7-3
--7-9) 1 believe the record is quite clear that the NIGC provided extensive amounts of
information to the Study Commission What we did not produce were complete copies of tribal
audits In September of 1998, prior to my Chairmanship at the NIGC, the Study Commission
made a blanket request for individual proprietary tribal audits which tribes must provide to the
NIGC pursuant to IGRA  In response to the Study Commission’s request for copies of the tribal
gaming operation audit reports, we explained in a series of letters dated September 9, October 23,
and December 4, 1998, and in a face-to-face meeting with Chairman James, that we are prohibited
by the Indian Gaming Regulatory Act from releasing the audit reports except in certain limited
circumstances, e g , when the audits are used for law enforcement purposes



IGRA provides that

Except as provided in subsection (b), the Commission shall preserve
any and all information received pursuant to this Act as confidential
pursuant to the provisions of paragraph (4) and (7) of section 552(b) of
title 5, United States Code

The reference to paragraph 4 in 2716(a) refers to exemption 4 of the Freedom of Information Act
which protects “trade secrets and commercial or financial information obtained from a person
[that is] privileged or confidential ” Section 2716(a) thus eliminates the NIGC’s discretion to
release exemption 4 information Consequently, because the audit information is confidential
information under exemption 4, and that the release of the information could result in substantial
competitive harm, we concluded that the NIGC is not authorized to provide copies of the audits
to the Study Commission In addition to the legal restrictions, the confidentiality provisions of
IGRA allow the NIGC to efficiently conduct business as tribes are more inclined to provide the
NIGC with a full and complete audit of their operations

Notwithstanding the statutory prohibition of full disclosure of audits, we met and discussed on
several occasions, this issue with the Study Commission Ultimately, NIGC staff met with Study
Commission researchers to reach some workable solution to the request The NIGC and Study
Commission researchers finally agreed that the release of aggregate financial information on
Indian gaming would satisfy the purposes for which the Study Commission requested the
information On two occasions, December 4, 1998 and April 13, 1999 the NIGC provided
aggregate data to the Study Commission Interestingly, the Study Commission recommends in its
report that the NIGC compile and present for public release certain aggregated audit information
about tribal gaming operations -- the precise solution that the NIGC recommended to the Study
Comnussion, albeit not for public release 1n addition to the aggregate financial data, the NIGC
produced, among other things, the following additional information to the Study Commission (1)
a list of all tribal auditors used by tribes to conduct audits, (2) NIGC’s Report to the Secretary of
the Interior on Compliance with IGRA, (3) copies of redacted audits, and (4) copies of NIGC
regulations including the MICS

I am concerned about the Study Commission’s recc dation that the NIGC compile for public
release certain aggregated audit information about tribal gaming operations (E S
Recommendation 6 5) To the extent the Commission recommends a change in the current law,
we do not believe that is necessary As I stated earlier, we have already provided aggregate data
to the Study Commission and believe this to be permissible pursuant to IGRA However, I have
concerns with the vague recommendation made by the Study Commission For example, the
Study Commission does not articulate any sound public policy rationale for the public release of
the data as to Indian gaming In addition, public release in other than aggregate form does have
impact on tribal sovereignty The Study Commission report would otherwise recommend that
sovereignty be “recognized, protected and preserved " The public release of tribal financial data
seems at odds with this fundamental position To the extent this Committee recommends any
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change in the law, we would be happy to work with Committee staff in reaching some resolution

Under IGRA, we are currently bound to treat such information as confidential and as such, the
NIGC has ready access to tribal financial data related to gaming We receive the annual
independent auditors’ reports and when we are monitoring or investigating gaming operations,
tribal books and records are normally provided without objection While a legislative change
could result in a requirement that we release financial information to the public, I think such 2
change could have a negative impact on our oversight authority

Thank you again for the opportunity to present my views on this subject
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Background

The National Indian Gaming Commission (NIGC) was created by the Indian Gaming Regulatory
Act (IGRA) of 1988 25 U S C § 2701, et seq The three person commission has the authority to
take actions for violations of the IGRA, NIGC regulations and tribal ordinances approved by the
NIGC The mission of the NIGC 1s to provide fair, firm and consistent enforcement of IGRA’s
requirements to ensure the integrity of Indian gaming operations

The NIGC 15 a small regulatory commussion which became operational in 1993  Since that time, the
NIGC has processed more than 37,000 investigative reports, more than 60,000 fingerprint cards
(currently processing an average of 1600 fingerprint cards monthly) and more than 43,000 employee
applications The NIGC database contains more than 92,000 records pertaining to key employees
and primary management officials This number represents individuals that have been licensed, been
denied a license or have had their licenses revoked

Compliance Report

The NIGC prepares a report for the Secretary of the Interior on tribal compliance with the IGRA
This report is as of December 31, 1998 The report will continue to be updated regularly

The IGRA imposes many requirements on Indian tribes and their gaming operations This report
focuses on eight key requirements of the IGRA  In reviewing this report, please keep in mind that
regulatory compliance is a dynamic concept-- a tribe may be out of compliance initially and come into
compliance or may be in compliance and then fall out of compliance Some compliance factors are
ongoing activities, such as the submission of background checks and suitability determinations
Therefore, this report is a “snapshot” in time of tribal compliance and is subject to future changes

In compiling this compliance report, the NIGC relied on lists prepared by the NIGC, including a
tribal background investigations list, a tribal operations list, a fee assessment list, and an audit
compliance list. For compact compliance, the NIGC relied on the Tribal-State Compact List of the
Bureau of Indian Affairs (BIA) and NIGC tribal operations lists

Under IGRA the major compliance obligations for gaming tribes include (1) obtaining a tribal-state
compact approved by the Department of the Interior (DOI) prior to conducting class III gaming, (2)
submitting investigative reports and suitability determinations on each key employee and primary
management official summarizing the results of the tribal background investigation, (3) submitting
fingerprint cards to the NIGC for processing, (4) submutting gaming employee applications to the
NIGC at the commencement of employment ', (5) adopting 2 gaming ordinance that has been
approved the NIGC, (6) paying a fee assessment to the NIGC based on gaming revenues, (7) issuing
a separate license for each facility where gaming is conducted, and (8) submitting an annual
independent audit of each gaming operation to the NIGC

'NIGC regulatory requirement



Results

This report showed gaming tribes to be maintaining a strong compliance record High compliance
percentages were agan achieved with regard to the submission of investigative reports and employee
applications, the payment of fees, compact approvals, and the submission of annual audits The
percentage of tribes with approved ordinances and the percentage of operations with tribal licenses
remained near 100%

Tribal Notification

Every tribe with a gaming operation has been sent a written notification of the current compliance
status of their operation(s) and, where applicable, outlming the specific area(s) of noncompliance
identified in this report

Tribal-State Compacts

IGRA provides that class Il gaming activities are lawful on Indian lands only if the gaming activities
are conducted pursuant to a tribal-state compact that has been approved by the Secretary of the
Interior 25 USC §2710(d)(1)(C) As of December 31, 1998, the Secretary of the Interior has
approved 196 compacts with 157 tribes in 24 states > Five Califorma tribes have approved compacts
for off-track betting, but are also operating other class III games without the required compact The
information regarding tribal-state compact compliance was obtained from the BIA Tnbal-State
Compact List and compliance reports prepared by NIGC Field Investigators

Background Investigations

The IGRA requires Indian tnibes to conduct background investigations on their key employees and
primary management officials and to notfy the NIGC of the results of the background mvestigations
before issuing a license to those individuals 25 U S C § 2710(b)(2)(F)

By regulation, the NIGC has established the mummum requirements for background investigations
25 CFR Part 556 The three components of the background investigation are listed on the chart
as separate requirements

* Source Tribal - State Compact List 11/24/98 Ths list 1s mamntamed and updated by
the Indian Gaming Management Staff, Bureau of Indian Affairs, Office of the Commussioner
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1} The NIGC requires tribes to prepare and submit investigative reports on each background
investigation 25 CFR. § 5565 Tribes are required to notify the NIGC of the results of their
background investigations before issuing a license to a key employee or primary management official
25 USC §2710(0)2)(F)i)II) The report must describe the steps taken in conducting the
background investigation, the resuits obtained, the conclusions reached, and the basis for those
conclusions and eligibility determinations It is NIGC policy that a tribe may not make its final
suitability determination until after the results of the Federal Bureau of Investigation (FBI) criminal
records checks have been received by the tribe The FBI response time averages four to six weeks

2) The tribe must obtain and review the FBI criminal history record information (CHRI) on a
potential employee This information is accessed through fingerprint records The tribe may process
these fingerprint cards through the NIGC or, under certain circumstances, through their State Bureau
25 CFR §556 4 (a)(14).

3) Under NIGC regulations, the tribe must submit a completed application for employment to the
NIGC when a key employee or primary management official begins work at a tribal gaming operation
25CFR §5583 (a)(1) To facilitate NIGC’s review and to reduce the number of applications on
file for individuals employed in tribal gaming operations, tribes have the option of submitting
employee applications with the investigative report

Tribal Ordinances

A tribe that wishes to engage in class II or class III gaming must adopt a tribal gaming ordinance that
meets the requirements of the IGRA and NIGC regulations, and that ordinance must be approved by
the Chairman of the NIGC. 25 U.SC §2710(b)1)XB) and (d)(1)(A) The NIGC has approved 249
gaming ordinances Tribes with approved gaming ordinances that are not currently conducting
gaming are excluded from this report.

Fee Assessments

Tribes engaged in gaming must pay a fee to the NIGC based on a rate established by the NIGC each
year 25U S C. § 2717(a). The rate is applied to the prior year’s assessable gross revenues from
gaming activities, and the total amount of fees that can be assessed by the NIGC in a fiscal year
cannot exceed $8 million. Gaming operations must pay the fee quarterly Only gaming operations
that have paid their fees for each required quarter are considered to be in compliance. Fees are not
required to be paid to the NIGC until the second calendar year that the gaming operation has been
open :

Tribal License

The IGRA requires a separate tribal license for each gaming facility on Indian lands 25 USC
§2710(b)(1) Indian lands include all lands within the boundary of a federally recognized tribe's
reservation, whether the land is held in fee or in trust

Annuai Audits

Tribes are seyuited tv obtan an annuai ndependent audit of the financial statements of each gaming
operation on Indian lands and submit to the NIGC a copy of the report 25 CF R. §§ 571.12,
57113 For this purpose, gaming operations are considered to be in compliance if, by June 30, 1998,
they submitted audit reports for the most recent three (3) previous fiscal years



uoie1ado jo 1vaf srepusies puodss [un saay Aed o3 paunbal jou vonesado man

uonesedo Junued ajqeirey)

uoday sanednsaAu] 9yl Yuim panuugns aq Jjim suonesrdde sakojdws

suoday aanedusaau 9y jo uousjdwod Funusaard spies uidieBuy sy Suissaoosd si 1g4
m_m:,ua:.. Jo uoissiuqgns [eiled

31R1S Y} O [RLIGIBWL SHWIQNS 3qU ],

Ao Sumaq yoen-go 10y 1wedwos paaciddy

Kressaoou 1peduios ou ‘uonessdo [f sse)

souel|dwod-uoN,

aouendwo)

SAMINDIS

$99,] Ul MIN

2

suoday saneSussaul ul O
suoday saneduseAujui ¢
suoday aAneSussAuf ul JNX
ALVLS

wedwonp ul @

Prdwol) ur v/N

aseds yueiq v

X

AdM

syuowsanbaz suonessdo Swwed

ay1 pue sjuswannbal [equ) oy usamiaq ‘afed ayi Jo Jajuao ay) ul o1els Aq Ajronaqeyde paisy st uonesado Funwes jequn pue aqus yoey

99ed sy3 Jo doi ay3 ssosor 19y Alote|nBay Sututen) uripu] ays Jo siuawanbas solew ayy s1si weyo sy ‘Buipeas Jo ases 104

LUVHO



67

Mm3IAS1 Jopun snjes soueljduio)

ODIN 241 yum juawasiBe ue o} Juensind suonedigo ssuendwos s Junoow sy aquy,
MIIADS 13PN A1ua5Ind si sniels aoueiduwiod a1oym suoljesado paumo Ajenpiapug
sp102a1 aj91dwodur o} anp pasedad 2q jou pinod () 1894 u1eLIdD J0j (s)uodas upny

spiodal Jipne juiqns o] paJinbai 194 jou uonesado maN

.o

juawanBy asusydwo) v
suonesado paumo Ajjenpiatpu] m
supny ut g1

SHpny Ut ¥/N



X X X V3 OUISED SaUId UM
- UOEN UBIDU] YOMIJY 832 X X X X
X X X ) GUISES g OBuIg UBIpU[ UOSNoer
SUBIPU| YNMIP JO pueg euRyduRY LUOSHIRN X X X X X
X X X |¥D olISeD HYM-YX3-OHS PueidoH
uoeAIpsay pueidoy X X X X
X X X Yo oBuig ¥y ouises 1eag Axor
aqu | Aojiep edoop X X X X
X X X v ouised AsleA I3
Busyduey AslleA i3 X X X X
X X X v OUISED) AafieA 910A07 DEPOUS
sueIpu; owod jo pueg Asjjea 810400 X X X X
X X X v oBuig g ouISe Ueipu| esnjoy
SUBIPU| UNJUIAA O pueg BSnjoD X X X X
X %) OUISED JBag UaPIoD)
euayouRy IYBISay AJUNWLIOD UBIpU| 15800 X X
X X X v oBuig p ouised youey uaXdiyD
SUBIDU] ¥NM-2JN ;O PUBE UDUBY USNOIUD X X X X
X X X v Hosay Buipue NSEABH
Bqll}, UBIPU] IABNYBLIFYD X X X X
X X VD CUISE @ 159y %eeiD EiNUED
SUBIPU] UOISSIW JO pueg ejinyeD X X X X
X X X v obuig g ouISED X0 Py
eLBYOUBY IIIAUCIART BY] JO aqU L OJeD X X X X
X % X v oulse sbuiidg Asejued
SUBIPU| UOISSIW JO pUeg UoZeqe) X X X X »
X X o oulse) adejed ajnied
aqii) aynied doysig X X X X
X X v oBulg § ouise) BJsSiA j50uoy
sueIpuj oWod Jo eusysuey kajep Big X X X X
X X X ) oulsEs) sbuiids BLeIS
Kajlep suamQ 9y} Jo 3qii| aynied sulg Big X X X
X X v obuig g ouisey euoieg X
SUBIDU] UDISSIH JO pueg BuOIET X X X X *
X X X ') GUISED PUIAA OUOR
eueyouey Apueg Big Auegny X X X X b
X X X Vo ouise) g [o1oH Bdg
sueipu| ejinyes jo pueg sjuales enby X X X X
DOIN 01 | 8GiL Ag OOIN | 1S BoUBLIPIC [SUGHEANday | ODIN 01 | shodey | Weduiod
SUpNY | pasuady 0} {s)uonesado paAciddy | eekoidwz (sumdiabuly {3} [ip ddy
spwqng | uohesedo |pred seay IEL] O9OIN spugng | spwgns | siuigng 10a
Uoleis8( Aq silaj] soueidwon 3Gii] Aq SWa)| BOUEOWOY

8661 ‘1€ ¥IAWI03A 40 SV LHOdIY FONVITNOD

13

g€

18

g€

€€

4

0¢
62
8z
x4
74
k14
¥z
x4
[44

%4




69

i85

SS

€5

X X V2 ouise?d 62 wbmoeds
SUBIPU) UDISSIN JO PUBE SWiBd BUIN Auom] X X X X
X X L) ouised UiejunRow oiBE3
S9N UBIPU| JOAIN OIN) BY} JO BQUL JBAIY OIRL X X X X
X X X L 7] uig syBier sv-18ud
SUSYOUBY pEDUL) X X X X X
X X X o J8jUBD) WOWUIENGIUT BBUBYad
SUBIPU| UOISSIH OUBSINT O PUBE BINDBWIAY X X X X
X X X vO|  obuig § ouised eusyouly uieunoW eiqe ]
RLBYOURY UIBIUNOW BlqB L X X X X
X ¥ ['7) OUISED) 190 B oBuig uetpul uBndAg X
SUBIDUJ UOISSIN 1O pueg UenoAs X X X X *
X X X Vo CUISED GjIAURSNS
BUOLIURY UBIPU] BlIIAUESNG X X X X
X X X Vo OUISED 895405
SUBIpU| UOISSI JO PUBR BGOq X X X X
X X X v GUIER £ AN JeATY YIS
BLAYOURY JOAIY YIS X X X X
X X V3 GUISES kg ¥oBIg
usyouRy Asjien p us X X X X
X X vl OUIRE YSBWNYD
SUBIPU| UOISSIW JO PURE 20U\ BIUES X X X X
X X V3 18105 BUIIRS UEIpU] 85€jed SUL
BS0) BIUBS SUBIPY| IYOB} pueg esoy wues X X X X
X X X 7] oujseD) 3 Obuig URIPU] [ONUBY UBS
SUBIPUS VOISSIN JO Ppueg jenuew ueg X X X X 0
X X X Vo SUISED ¥ obuig Yesld sUdED
BLBYOUEBY ueipu] ABsuiny X X X X X
X X X V3 ouise)  obuig BUBYIURY UOSUIGOY
SURBIPU] DO 4O BiIIOYIUBY UOSUIQOM X X X X
X b’ vo DBUIG OUISED JOAN-UAA
euoyouey Buippey X X X X X
X X Vo Asuing - 6BuIg § OUISED) JOAIY Vi
8QUL JONY U X X X X
X X X v 6BUCIO ouises)
suaipu] uoIssIW jo pueg obuoiop X X X X
X X Vo ouises sijeg eyiEag
BHBYOUEY UMOIBIOOW X X W X X
DOINGT | equLAq | OBIN | 1S - -
sipnY | pasuaon) o} (sjuonesado
spwgng | uonesedo |ped sse) 38mL
GGeIedQ Aq S} SOUBdUI00 8dii] AQ Suidy] eouRidWIc
8661 ‘1€ ¥3BWIDIA 40 SV 1¥0dIN IONVITIWOD

4]

0%
- 4

[ 4

Sp
144
1 4
4 4
124

oy




70

X X yO | SW oulse) P {9)0 JBIS JeAlS
— U 1ddississi X X X, X

X X X NN ouisey J8ig bunooys

X X X |NN ofuig sjbex uepjon)
susipu| emoddiyd Jo pusg YU BRuM X 31IVIS X X

X X X NI ouises yewD Ayei3
Aunwwiod xnoig seddn X Jivis X X

X X X | NN OUIRED) 9%8 ) SNSAN

X X X NN ouise) 9 SN
K 2) XNOIS LoSBMEPW 8adoNeyS X EILAL) X X

X X X NW ofiuig 9 ouIsB) PROY JaAR

X X X NN oBuig 3 oujsey) exe pey

X X X NN oBuig g oUISED SPOOM BU Jo NI
sueipu; umaddiyg jo pusy e} pey X 3ivis X X

X X X NN oBUIQ '§ OUISED puB(s| 8INSE6S)
Ay 2 URIPU; DUB|S] GLIlBd X 31V1S X X

X X X | NW S3E7 9jif OUISED PUBIS

X X X | NW AepiouiH outsed puesn
suRipu} emaddiyD jo pueg soBT SN X 31Vis X X

X X X NW UotoUnT 100081
APUniuitoD UBIpU} XNOIG JOMOT X 3ivis X X

X NN ouise?) g 90RiR oBuIg axe ysde

X X NW ouiseD BA-9YD

X NIN ouise) siyBi ueuyoN
suBIpY| BMeddiyD jo pueg Bye yoae} X 3LViS X X

X X NW ouise?) pue abpo ebeyog pueisy
sueipuj smaddiy) jo pueg efieyiod pues X X X X

X X X |NW oUISED YIn hp puod

X X X NN ouIses J8og Noeig
UolieAlasay 387 Np puo4 X X X X

X X X NW oulsey Aeg sunyiog
semaddiys jo pueg epo4 siog X X

JOINOI | SqULKG | ODIN | 18 SuDdey | oeduios
supny | pesusory | o (sJuonesado ; 1{pesciddy
spuigng | uogeiedo ped saay 3L sjiugng 100
UoneIaag Aq £Ui6Y| BOUBHOWIOL)
8661 ‘L€ ¥IGWIDIA 4O SV LHOJIY FONVITINOD

143

€zt
1443

241

[4]
6L

8Lt
L
it
Sil

1433
1413

[43 3
1317
0Lt
604
804

L0t
901




(A

1419

€8¢

X X X AN SWises o801 BUIBIED
Bqi1) BUUBAIYD UIYLION X X X X X
X X X 1N ouised woH Dig eu/eNoiesqy
aqu | UBIPU] MOID X X X
n - [ ] 1N U] BANG RO B
- ] ] 1A oused mouy Bupuerg
L - ] An g iBlioQ JPAIG
L » [ ] 1N $504dx3 JIBAISHIIND
] ] ] W ieg 1E1S b 2 JUBINE}SEY 5,nesbloy
L] - [ ] N oS8y NN bei emy)
™ " » I ouise) Buny ayows saop
» - [} piy] doyg Ayir ssor
- n ] AW ouise) jodyoer
L ] ] ] in Fed AN 1seN sajfea
L] [ ] ] AW yeW-ouAg
| ] = ] AN 1504 Buipel spaely
- - L} AN 801G (BIBULD) SPIBIY
- [ ] [ ] it 8g bt
$9q1] 18USI00Y B USHES P PUOY L] n L] ] L]
o) 2 o) W 0BUIg MOM MOd 5810 BMddID
X X N ouIse) 9 BO SO b
Aog Ajooy - aqu ] 23i0 emeddiyn X X ANX X
X 1N oblig efjAes
X X X 1w obuig Bulumoig
SUBIPU] JO BQILL JBRPRRIE X X X M X
X X X N ouISe) JIOMIBAIS
- o " AN Jeg aAI9SaY BAP 897 BUWIBA
] ] n W doysyoinD 5,01 eqp saibuo peqoy
[ ] » [ N Aipunet 598 eqp Auuag uBLIQ
» ™ ™ i 1eg 204s8SI0H EGP BUIpUBIS [BMOT]
L] ] - W 1815310 egp uosuily eibioae
] » » AN ssaudx3 jequ ) BAP S8GHL 03 34
] ] ] W Jaidu eqp sjunooey e
- - L] 1N O5)-N-HS) BYP UOSUYOr Ung
» » a LN s, v eqp sejeiol Axoeg
309 PO - S8QII | XNOIS § BUIDGIISSY X X X X M
0DINOl | equLAg [ OOIN [ IS S30EUIpI0 |Suoneonddy | JDIN 0F | SHOGay | PEduios |
sypny | pesuasn 0 (sjuonesado | panciddy Kod sjuudiaburgfony ||pancaddy
spugng | uonessdo ipied $894 IGiNL] OOIN SHugng SHIMGNS | sywiqng 100
Gone1ad() Aq SWd)| GOUBaUI0), 5GiTL XG SWEH SSuBAnos
8661 ‘1€ ¥IBWIDIA 40 SV L¥043Y FJONVITINOD

[4:13
16t
[o:13
(43
14
JAds

Shi
44
P2 44
[4 43
341
apl
B6EL

BEL
LEY

oL
geEL

et
g€l
1213
1319
oel
148
8L
f24%
743
748




72

X X X WN cuISE?) ulejunop soe L
soe] Jo ojgand X X X X X
X X X NN QUISED JBlG BUY BJUES
RUY BjUBG O Olqang X X X X X
X X X WN OUISED) BIpUES
eipueg jo oigand X X X X X
X X WN ouIse] AWIMO
uenp ueg Jo ojgand X X X X X
X X WN poomkifor ouIse)
adie4 ueg 40 oiqangd X X X X X
X X X WN Jeg Suodg p|oD o s8I0
X X X WN ouise?) Plog) JO SAIND
anbeolod jo ojgang X X X X X
X X X WN 1S8AA P08
X X X WN asejed Bunueo eais|
2§88} JO Ojqend X X X X X
X X X WN oursed Ay Axg
BLIODY JO O[qdNd X X X X X
X WN ayoedy OUISED/SPOD) LIBIUNO oY) jO UU|
aqu} syoedy 0JajBOSapy X X X X X
X X N ouIse?) j8bbny ajoedy
2411}, eyoedy eyeoir X X X X X
X X ETN ouise eAiiO
e)SBIGAN JO BgliL XNOIS BeES X X X
X X ON oulse) emaddiyD Ulejunoy apung
sueiptf emaddiy) jo pueg UIBJUNOW ajunt X X X X X
X X anN oBpo pue ouise sieag p
pioyueg Yo - saqii pajeliyy sy ] X X X X X
X X aN OUISED B Blileid
aqu| xnoig ¥ooy Buipuelg X X X X X
X X X ON oBuig/ouise axe Juids
X aN obuig ajeT Jdg
aqi | xnoig axe juidg X X X X X
X X X N ouise) JIBEN €10%eq
9qu | xnoig uoiedyep - UOJRSSIS X X 3LVLS X X
X X ON ouIse)) UIBJUNOW oS asxoIeyd) yelieH
X X X ON OUISED) [BQLIL S9X0BYD
SUBIpU| @8%048YD jO pued Walse] X X X X X
SOIN 01 | eaquL Ag DOIN | 1S SOUBUIPIO) |SUONEsNadY | ODIN 03 | sHoday | pedwod
Supny | pasuaor] 0} {s)uonesado panosddy | askoidwy [sjuudsebur) 6 [{pasosddy
spugng | uonessdp Ipied sseg gLl OOIN SpuGNS | Spwgng | suwigng 100
GoREIe0 Bq11] AQ SWB) SoUBIdiLog
8661 ‘1€ ¥IBNIOIA 40 SV LHOd3Y JONVITdNOD

Sil

i

€L

(423

(749

0LL
691

a9t
191

S91
voL
€91
291
[2°11
ogl

851
851

181

951
S5




73

X X MO $doyS SNOWS B BZe|d |9ABI ] MBIDOLD
X X X WO €[0004 - oBug ueipu| mejsoyD
X X X MO 19qep - obuig ueipu} MEOYD
X X X MO eing - oBuig uBpul mejooys
X X X %O pesuymoiy - oBuig ueipu| mepoud
BUICUBO JO UOHBN MEBIO0YT) X X *
X X X MO ToReT BUILiED) OS] OSHOL
X X X HO messiy-reue) Buuen nyding
X X X O Jsuen Bunues Kqsplon
X X X MO o) Bunuee) epy
BUIOUENQO JO UCHEN MBSO X X VIN
X X X MO N obuIg 1638 Jon
X X X MO 1eM obuig oyedery 3 Aoy
X X X MO uojuiD ofuig oyedesy g suveleyn
UBNIO JO SqU ), Oyedesy pue ) X X
X X X MO oBuig SeUMBYS [8A0T
X X X MO weojig-isoding obuig uonen sexoieyD
X X X MO puegjoy-isoding obuig uoneN sax0IBYD
X X X pile] escojrs-soding obuig uoneN eeNoseyD
YEPIO JO UOTEN 88)%0I3YD X X wN_|
X X X MO Jajua) juellUIEUaUT pIIGIapuny )
£ll04e O @GLi1 SOUMBLS-B8JUOS! b X KB&
X X X AN savieg obuig ymeyow
aquL ymeyon sibey 1s X X X
X X X AN snbneieje) - obuig uoqeN ecausg
X X X AN AueBayy- ofuig uonen eosueg
SUBIPU] JO UONEBN BOAUDG X X VIN
X X AN OBUIG/OUISED) BUGIS BUIUIN L
0\ MBN jO UCIIEN epiauC X X X
X EINZTS AN 1| sasudiaus] {equ | edeoy
X Jivis AN i sasudisiug jequ) edeopy
s8)nIB JO pueg edeopy 31V.iS 31vis X
X EIAAR AN 1080y aniey SED3A S8
susipuj aynieg sefiap sey 3ivis | 3uvis X
X 3ivis AN oUISED IAY
- BABIOW M0 ivis ERLC AR X,
X X X N QUISEY) 3OOy [Buie]
anbnsaj 40 ojqand X X X
5O 01 | edul Aq J9IN | IS DOINOI | suodey  |PEGWDD
supny | pasueoy o {8) 1940 JunidseBulgleayeb 1|penosddy
spuang | yoRiedo {prad sv94 AL g
GGERA() Aq SUisl| S0UEHAUI0Ty i1} AqQ SUid}| Souendwios
8661 ‘1€ ¥IBWIDIQ 40 SY LHOdIY FONVITdNOD

€8¢
81

18t

o8t
8L}

743
L

748




4

X MO obuig yemoojeay) pajun
SUBIDU| 88)0184J) O PUBH UBMOOIB8Y Pajiun X X X ONX YIN
X X X MO OUISED) [BGH | BMENUOL
SUBIPU| JO 5L | BMENUO | X X X ¢
Vo X X | %0 6BUIE feqilL 06500/yidop L
umo] [eqiif doyyy X X X YN
X X X MO Uonessdo Builiesy ebnAey-esaues
ewoyeNQ Jo 8qu) efinfen-eocsuag X X X X WIN
X MO 150 BUIDEIL EYOMBI,
X X MO oBulg uonen sjounusg
BWOYBO) JO UOHEN SjOULUSS X X X YN
X X X MO oblig jeqiiL eatiog
BUWOYBNO ;0 3G11L BOUOH X X X X YN
X X X pTe) oBuIg Kpunwwion uelpul ejnegng
X X X MO ofiulg esinj, uoneN %980
X X X MO obuig aabinuNO uoieN ¥88ID
X X X MO obuwig saboysnyy uoneN %eaid
X X X MO oBuig ABUnUIWIOD uBIpU| YRI0IBYD
X X X MO obuig Ajunwwo) uelpuj mojsug
uoneN {3es10) eabossnyy X X X X YIN
YIN X MaN MO s8[qejg ay |
AqLL[ JOPOW / AqLi} HUBIN X (o] X ® YIN
VIN X MIN [ MO obuig 100y Weiw
BUIOYBPIO JO SqUL HUBIy X X YIN
X ') Jajusy) PUBIS) BMOIN R
BWIOUEO JO 8QIiL BMOIY X X X VIN
X X X MO asudiaiiuzy oblig mey
BUIOYEP() JO UOIEN MEY X X X X YIN
X X X MO ouise] obuig uoLeun)
BUIOYENO JO 2qiiL BMO| X X X X 3
X X MO oburg umo | ispiog
BLIOURPQO JO Bq11] 38UMEBYG UIaIse] X X X X VIN
X X X MO oblig 18ATY PioS
BUIOYEPO JO BQH | diemeidg X X X VIN
X X MO sailies) UoneN aUouewo)
9qU} UBIPY] SYSUBWOD X X X X YIN
X X X MO J8jue)) JuBlGiERjUT axeaii4
SUBIPU| ILIOIEME}O puBg USZD X X X X ¢
SOINGY | equlkq | D9IN | IS [S3UBLIBIC [SUCHEDUAY | JDIN 8] | suadsy | peduwios
Sipny | pssusoty o} {s}uoniesadpy panrciddy Aoidwig ydsabuigleanebs | ddy
sjugng | uonessdo |pied sesy 8L DOIN spugng | spigng | sjwgng iog
Uonesan Aq Swsy asuenduio 34ii] Aq SWie} souBduios
8661 ‘1€ ¥3IBWID3A 40 SV LHOdIN FONVITINOD

€Lz
1244

0ze

81T
81z

[A%4
9z
sie
yig
€1z
(424
1354
(]2
602
80z
L0z
202
S0T
y0Z
€0z

oz




75

X X X as OUISE) PRGESON 99N _t«
0qii] XNoIg pnNqesoy X X B 31ViS X X

X X X as OUISBY) SPUIAA Bl T4

o] o] o as oBuig aBejiA s,ueipiyd 1124
equy xnois eeibo X ONX 3ivis X X

] ) ) as SAROY YINGA Sjfug JamoT vre

o} el 9 as QnID YeaK 8nig Jemon £v2

o} 2 o} as ants eoueq Ajwey ejoxen 1474

o) o] o] as oBuig as8) ejoe we

2 o) o as anyd obutg Aepi3 eseasIm Iy o2

X X X as 1058Y 9 OUISED O[BYNG UBP|OS [1>4

2 b} o] as qnY Jajsoog Xnoig ey (134

o3 a e as UOHRIDOSSY UBWISSIOH ojnug yiz4
oquL XNl 9jg JamoT X EIVIL X

X X X as ouIsED JeATY [eACH 96T
8qi1L XNOIS BOJESG NESIPUES X X EIVAL) X X

X X as ouises 181§ 8po 562

o} ol as lieH obuig %e0u0 MoID 34
0qIIL XNOIS ¥R MOID X 31vis X

X X X as CTEREE) [1>4
1] XNOIS JBAL oc:o»nco X 1YLS X

X X ¥O ouise) eA-ow-eiy 1474
8quL yewery X X X X X

X X X ¥ 1038y BUILIES) § (B10H SIoUjead UBABS [$54
sueipu) Bnbduin Jo pueg %eain MoD X X EINL) X X

X X ¥O OUISED {1 oYL 0£Z
#qu ueipu) ajnbed X X EIVAC X X

X X X ¥O 1865 Builies pes ueipul 622
sBuudg wiem ay) jo saqu pajeIapejuo) X X 34V1S X X

X X X O HOsAY BuiiES) 8810upjiM 822
SUBIDU] BYINBLIN Y} JO SBGL L, PEleIBPaIL0D X X EIVAL] X X

X X X O OONIB 1SLD 14

X X X ¥O SPUIM OOUID 144
SueIpU| ZJAIIS B} JO SBGUL PIIRIGPBIUOD X X EIVAC X X

X b 4 b 4 AUO *ou| .w.c:.:mm weunoy an 622
Bpuoy BpueIo - SaQiLY PejeIspauY) X X ALVIS X X

VIN X MeN | HO ouise) dwed Pio vee
aquy sinieg suingl X 31ViS X

DOINOY | eaqulkq | OOIN | 1S |@5UBUIPIC) |SuoNesiddy | DOIN 0F | suoday | Pedwion
supRy | pesusor o} (s) pdo | penosddy | eekojdwiy dsebu)ifenneBnseau)| punc:ddy
spugng | uoyeiedoy [ped seegy AL JOIN | siswang | siwgng | suwang | 100
I ioHeIRaE A4 Suiel] souRduios| SGiIL KG sy SSURHAWoD ]
8661 ‘L€ ¥38WI23Q 40 SV LH0dIY FONVITdWOD




16

YN MaN VM GUISE] § OBUIE ABY JBIEMECUS
9qu} ueipuj Aeg Jojemieoys X X ONX
X VM svejed obuig dnjieAng
X b4 VM OUISED UBAND pleseWT
X X YM ou| ‘sesudeiug s,rg
sueipy) Jo aqu) dnjiedng X X 31V.S X X
X X X VM oBuig vojsog oM
gL Wellepy s sjquie pog X X X X X
X X X M OUISEL) J0AIY HOESHOON
QL] UBIDU] HOBSHOON X X X X X
X X VM OUISE] PUIM PN
Suelpu| Jo aquiy Ajienbsin X X EINAL] X X
X X X YA oliIsed UBIPU) J00USSONKY
X X X YA obiuig ueIpuy JooYSIONN
LY UBIpU} W X X EINAR X X
X X X M obuig yexew
SOy uBIpU| UBNeW Bu] JO agll] UBIDU| YeNRN X o 3ivig YIN
X X X YA OUISBY) SIBPaY) UBAIS
aqul wejepls umoisatier X X EILAR X X
X X X YM GUIses) obuilg UBDOUEN0
X X X YM ouisen Aeg (IN
X X X M ouised Wwe( sajnod
S8 SJIAI0D U3 JO $3GLL PIIRIBPBJUD X X X X
WIN X MBN | VM GUISED SPuUaba BUIBNEA
UOHEN UBIPU] BUWBNEA 8Y) JO S3qIL1] Pajesapajuo) X X X
X X X 2 ouiseD ajBeq Aon [egu] sieusys
53 SIleyaYD BU} JO Saqul| pajeIapajuoD X X EIVAG) X X
X X X XL ouise?) 9jbe AjonT oodexony
sexa| o 99U [euonipes] oodexory X X X X
X X X as otise] jlepuey yog J9IN
QU] XNoig UOPJUBA X X 2 3ivis X X
X X X as OUISED) JAARY PUBID
X X as oBuig Jeipjog Jeag DOIN
aqu L Xnoig ooy Bulpueg X X FEINAY X X
X X X as OUISED) XNOIG Bj0Ne(]
X X X as {oBuig Aouaby i) uonssuuo) ejoyeq
8q1i] XnotS uolBdyBAN-UCIESSIS X X 3IViS X X
DOIN 01 | equL Aq OOIN 18 paueLIpIQ |suonesiddy | DOIN 0F Suoday | PEdWo
supny | pasueon o} {sluonesado | panciddy | sakoidwz dsebutzlaanebsaaul panoiddy
spugng | uoneiedo |pred seag IANL] OOIN Spwgns | Spugng | spwgns 100
Uonessd0 Aq §UIsY| S0UBIAWIO0 3Gi1L Aq SLUB}| BOUBHAILOD)
8661 ‘L€ ¥IBWADIA 40 SV LHOdIY IDNVITdNOD

69C
892
pia
992
seT
9T
€92

29T
1374

092
65T
95T
15T
96T
14
¥z
[3:14
5T

(314
17

6¥T
144




(i

M
M

OUISED) SeYDIOL oyl Jo oxe
oBuig pueg neaguield np oe
nesque4 np oey

Jlvis

M
M

10JUBT UORUSALOD) g OBpa] OUISED-0D1
OUISBY) ¥8840) SUBISPULD
pueg safieI0 2Ny 28y

3lvis

M

M
1M
M
M

OUISET) MOQUIEY

obuig moquiey

ouises seuid onsalely

oBuig seuld onseley

OUISED NUNYD-OH

obuig juny-on
UOIBN %UnYD-0H

3ivis

M
IM

obuig ILLOIEMBIO
ouises ST uayUoN
) iwojemejod Ajunog 58104

Aivis

XXX XXX XXX XX XX

BUISE)) '§ 9bpo-] JaNY peg

VM

X,

ouises Aajjea Jibexg syeliey
aqu ) uelpul yBeyg Jeddn

>

Alvis

x

YM
M

ouise duejny
obuig deynj
uojBUIySEA JO Saqu | difein)

ERL AR

YM

oBUIE % GUises YSIUoUMS
APuUnwiwog equ i UBIpU| YSIUoums

DOIN
2 ILVLS

VM

ouise) ysiwenbng
aql} ysiwenbng

alvis

X Xi x| XX

YM

OUISED) ¥oalyy Al
aquy puejs| uxenbg

X XXX

X DX X

29IN
9 3ivis

Eo S P > S ¥ 4

X K X X

XXX X XX XX X XE X XX XE X[ XX XXXXXX XX XX

ODIN 6
sypny
siugng

Goneied

XXX XXX X X x| X X[ Xp X XX XXXXXX] Xx] XX

VM

YM
M
VM
VM
M
VM

CUISED) SIBALR] OM ]
ouise) g ofuig ueipuj suexodg
YD Y, yoeug
Jswo sAddey
ouiseD sjaIyD 3
21018 SJogary
auiseq abedy agnoq
Ay oyeped
SuBIpY Jo aqi} aueyods

X

X

O9IN
R ILVLS

X

| oGl ka
pasuadr]
donesedo
FYCENEIE:

QDIN
o}
pied saa4
MR

{s)uonesado
8L

@AUBLIPIO
parciddy
QOIN

suoneilddy | DDIN 0]

Lendium

syoday
"

pedwod
deh

Spuiang

14
sHwang

! }
siwang

p

100

Y

BG11] A SWwo}

sdueldwo)

8661 ‘L€ ¥IAWI DI 40 SV 1HOdIY FONVITdWOD

962
S6Z

¥6Z
€62

62
[2:14
08¢
682
882
82

98C
fei:14

¥82
€82

[4:14
[1:14

08z
8.2
8.z

Lz
9T
74
viz
€L
[ 224
(Y24
04T




78

-ie] X AN oBUIE 687
X X X YN
X X X M
VIN MEN im
2 -e8p! X X FLVLS X X
X X X M SBUIE § ourseD X013 1S
1l X X M oBuig eyen pueg
o] X o} M oBuig uiejd a|dew
X X X M 1046 SiuNL o
X X X M ouISeD HEM B} Ut 80K
40 sueipuj emaddig X030 38 | X X VAL X X
v 7] v3 1A Hiosey Kouebay
¥o Yo vo M ouc_m 9_3 o_os.
A 2 X X 3LVIS X X
X X IM o:_uuo 24_> sm_
pueg Jio pey X X 3ivis X X
X X X IM ouiSed § obuig BpIeL0
UISUGDSIAA JO SURIDUY jO 8qiL] BPIBUD X X ERAL X X
X X X M oBUIE [6q}i ) seuIWOoUoH
X X X M OUISBY UCHEBN BBURLOUSYY
X X X iMm 8381 (BISAID BRUILLIOUBIY JOIN
UISUODSIA JO 8Q)iL URIpU| BaulLOUBN X 331ViS X X
3OIN T | oL kg 00N | iS |e3UBLIPIO |SudHE| DOINOF | Suodey | peduios |
supny | pesuesy) o) (sjuonwindo | pancuddy Aojdwiz dsaBuy3lenet; |{pancsddy|
spuing | uoyeiaded [ped sasy 3L 2oIN | swwgng | sywans | swans | (0
Bqii] Aq ey SouBjaWoy
8661 ‘1t ¥3IAWIDIA 40 SY 1HO4IY IONVITdNOD

He

(1137

80¢
lo¢

£0€
z0e

00€

66z
862
162




79

SBUIG TeGEABA
ouise) sljong
8411} UBIpU] JoDSAIg-ledeAR A

3LVIS

ouised ajiSED YD
2qu | aydedy redeae )

J9OIN
R3ALVIS

ouisesy yeq uoH
aqi11 ayoedy UBUNOHN UM

OOIN
B 3LViS

cuises) [eqezeN
oqis ) syoedy oo}

31vis

OUISED PUCWEIQ Hasa(
UONEN WEYPO,0 OUsYoL

X

Xi X X X} X XX

Xi x| XI x| x| XX

GUISED ploD syoedy
aqu) syoedy sopeD ues

Xi X oxi Xj X! XX
X X X X XX

X X X X XX

X

X K K XK X X

X XX X X X

<
Z

TOAIY HES 18 eUOZiY OUISES
Ayunuiuod uelpu) edosuep-euild JoAly Jies

GUisED) asipeieg
oGl UBIPU] UBLOIND X

X

ks

>

Ung o1 jo OUISED
BuoZUY j0 8qu | iInbeA enssed

by

09IN
B 3iViS

ked

GUISED SPng BuoT
ouIseD) JOAY BlIS)
APUNLILIOD UBIPU| JOATY Bl

3ivis

GUISES Urejunoy Jids
9q1 | ueipu) aAsfo Yod

3lvis

131087 BUllies) OMOCON oS
uBIpU] Byoedy-IABYOW [IBMOCOW L0

X

GUISED) JBI1EM onig
S8GU L, UBIPU| JOATY OpRIOIOD

JDIN
?3lvis

obuig yedodod
aqii] ueipu| yedoood

3ivis

NI R ERELE R ERERRIERL

ouised UIyDNY SYeieH
AJUNWILIOD UBIpUl UIYD NY

ALVIS

< IX X XX X

w aoeip4 obuig yeal
SUBIPY| §98)0) JO PUBE UDIBOd

X

X1 Xj X Xj Xp X Xp XX XX

X oxE Xy X x| X} Xp XX X)X

X} xXi x| X X

T obuig Ayunwiwoy ueipuj eexefiap
Apunuwiuon ueipuy W

X X KX X X X X

X XX X XX X

X

X

X

X N Gejfifd/obulg UOHERGSSY do0s HI0Me[N
HONBIOOSSY aANEIad00T) HOOMEIN X

X

DOIN 0}
sypny
spugng

aqiiL Aq
pasUBD]
uonessdo

GOIEIBd0 Ag SUIay] SOUBNAWSD

DOIN | 1S ERTNN S
o (sluongesado | panoudd

SUoiEsady
% ord

SOIN ST |

pred svag FERL DOIN

m._e.n:w

=/

Smqng.

8661 ‘1€ ¥IAWIOIA 40 SV 1HOdIY JONVITdWNOD

474
64

81
i
ol
Sl
143
£l
I3

113




x

x

x
b

GURN 91§ JnBS - OLISEY) UPeME)
2o8ub} 15 - BIOIG GIUSIUBALOD WIF DI
BUBI IS HNBE - PIOIS BOLBIUGAUOD WP PIN
oUIsEY UIPRMeY enbysiuen
198891 - OUISR) UIPRME)H
908UB} ‘IS - OUISRY SRIOUS UIPRMEY;
OUISBD) UIPRME) SBUNSLIYD
sujpu| Bmeddiyg) Jo equ L BLEK ‘9IS YNeS

GUssD eib#3 BulEoS
equ uejpu} smeddiyo meuiBeg

ouise) B oBuig Lete() XNeIA 087
PuBg UeseQ XN9IA 087

oenbIs - LOSEY 9 ouise)) Bemg)
oBuig ¥ong Bigniosey ¥ ouised eMqio
AJuniwio?) usipu; ABg MBUSEMEY

oBUig/ouse) ul-aNDd

D UsIpUY| OjiAY H

xxxx| x| xx| x| x| xxxx
=

ouise) ¥80iD e
ofuig eowjed
OUiSED SPUSS NBUNEST
Mol seifiun

40 pusy 9L10ARLL PUNID

eBuno 9 oujsed qnio 88Ul
oUISuD UBIPU| SHIW Avg

$3[[0AOAY OUISED PUBID
BUBISINGT JO 8qILL UBIDU| XOlIE~BOJUNL

31ViS

THEYSNOD OUEED PUBIS
BUBISINGT JO 84U BRBYSNOD

3118

oujses) nokeg 88edk0
2UB|SINGT JO BQL] BUOIBWINLD

SH

Jluis

oulse) X0 9 0BG

X} Xp Xj X X XX XXXXP X} XX X}] X XXX

1N JO X0 9 2B

MeN | sy

EIVAL)

BUIRES PUBE eueId SBIIEH
1UI0IBMBIO PURY BlHRId

X%KXXXXKXX%XXXXXXXXXX

X E ]

X X K X (X K

X

e ejbe3 USPIoD
sesuey ul uoijeN oodexs

(sjuopeiado
38141

X X

SELBUIIG | Suoiedll

poniddy | sekeduiy
DOIN R b )

EIVIE
BN OF

tuudisBury
Byung

X X X K X X K

suigng

G4} A4 SUIE| soURHARIeD

X X X KK X X K

TR
orjubisaau(ipesoridy)

100

£6

18
e

18

48

£8

8
18

8661 ‘L€ ¥IAWIO3A JO SV LHOdIN JONVITdWOD




81

08

6L
8L

L
9L

7

YL

X X X oM 11 obuig-SaLUED Aped sqiiL eMd|
BYSEIQAN puE SESUBY) JO 9Qi1) BMO| X X X X X
X X [a]] ouise) 0g JIX3 -OUISe) UBGOUS
X X X al yead yoouueg
$B'1§ HOOUURG-SUOYSOYS X X X X
X X X al OUISE) BA A58 LI
X X X a QUISBD JAAIN JSIEMIBIID
8qii] 90J8d ZoN X X X X X
X X at UL 18AIY 18Uaj00%
oYep| JO 8gu | ieusjooy X X X b X
X X X ai oBuig jeqii) usly,p 180y
8qL) BUBJY.D INB0D X X X X X
X X X Vi OUISes SEBOARUUIAN,
{SeiqaN 40 8qu4 obeqauuim X X X X X
X X X Vi OUISES) '§ ODUIG IEA SO
emo] ut 1ddissISSI Jo agu L X04 g 98 X X X X X
X X i BURLIO OUISED
X, X X, X X
X X X 4 edule] - aoejed BUNLES 3|oUILBS
X X X hFl so(eyOUILL| - BOBlE Buiues) sjouueg
X X X 4 uoybug jo obuig slounusg
X e X “1d BuilIBS) BjOUIBG POOMAOR
aqi| BjOUILIIG X X X X
X X X R Buities; 3 obulg UBipul 983NScootjy
S3UILLUIOY SSAUISNE IBUNSOITIN X X X X
X X X 10 obuig saxels ybiy ung uebayo
X X 10 ouise? ung uebayopy
sueipu) Jo aqi | vebayopn X 3ivis 3ivis EINAR X
X X X i) Ouises) § 0DUIQ SO%E}S UDIH SPooMX04
3qul wo:von_ joqanjueysepy X, Lvis JIVIS JlYiS X
X X X 00 OUISED) UIRIUNOW 3iN
BHL 93 UIRJUNOW 3iN X X 3Lvis X X
X % X [FR) 95po] pue ouised Ay s 29N
8qu L ueipul ayn) LBYIneg X X 23LVLS X, X,
X X X V0 qnID $in] % ouise) selaIn X
SUBIPU| UOISSIJY JO pueg sefeip X X X X *
X X v oused Kijunog piog
elslRURY %980 Alieg aqu | npiepy SWA L X X X X
O5iNG | equLAd | ODIN | 1S GAUBUIPIO [SUoHeaiiddy | ODIN 03 | spodsy | PEdwos |
sipny | pesuast % (s} do | paaciddy | eekoyd quudiebuionqeblisaaul]penosddy
spuiang | vonesedo |ped seoy H8IML  0OIN supugng | snwigng | sywigng 100
Bq11] A LB} SoUBNdwIoy

8661 ‘1€ ¥IAWIIIA 40 SV LHOdIY FINVITIWOD

€L

[43

99

59
9

]

4]

08

69




Onedas banging several
hundred bags of corn to
Washington's starving army
at Valley Forge, after the
colortsts had consistently
refused to ard them

82

Oneida Tribe of Indians of Wisconsin

Post Office Box 365

Phone: {414) 869-2214 Oneida, Wi 54155

STATEMENT

OF

DEBORAH DOXTATOR

CHAIRWOMAN OF THE ONEIDA NATION OF WISCONISN

BEFORE THE
COMMITTEE ON INDIAN AFFAIRS
UNITED STATES SENATE

CONCERNING

oo
UGWA DEMOLUM YATEHE
Because of the heip of
this Onesda Chiel n
cemanting a fnendshp
between the six nations
and the colony of
Pennsylvania, a new
nation, the United States
was made possible

THE REPORT OF THE NATIONAL GAMBLING IMPACT STUDY COMMISSION

PRESENTED ON

JUNE 23, 1999



83

Mr. Chairman, members of the Committee, I would like to address the National
Gambling Impact Study Commission’s interpretation of the role gaming has played in the
development of economies on Indian lands. Specifically, I am concerned that the casual
reader of this report may not fully appreciate the degree to which tribes are using their
revenues to diversify their economies or regulate their gaming activities.

Economic Development

Chapter 6 of this report correctly notes that Indian gambling has not been a panacea for
the many economic and social problems that Native Americans continue to face.’ This
statement is correct for two reasons in my opinion: first, the needs throughout Indian
country are overwhelmingly profound; and second, only approximately one-third of all
tribes are located where a political or demographic environment will allow gaming to
prevail.

However, in supporting this point the Commission’s report appears to be in conflict.
Chapter 6 appears to do a fine job in illustrating the failure of the United States to hold up
their Trust Responsibility toward the tribes and also points out the tremendous strides
tribes have taken to address the social ills that have cast their shadows upon our lands.
However, in Chapter 7, the Commission also stated that “economic benefits of Indian
gambling cannot be factually proven™.® To this end the Commission recommend that
“tribal governments should be encouraged to use some of the net revenues derived from
Indian gambling as ‘seed money’ to further diversify tribal economies and to reduce their
dependence on gambling™.*

Mr. Chairman, as you know, Tribes must constantly struggle with the question “what
should we do first?” Because of the pressing health and social problems that exist on
most reservations it is politically difficult for tribal leaders to divert scarce gaming funds
into economic development projects as opposed to hiring a new physician or building a
new Headstart program. How can I explain to our tribal members that the Tribe should
invest money in a new high-tech circuit board manufacturing facility when it takes them
six-months to simply see a dentist?

Likewise, while the report does a credible job outlining the significant legal basis for
Indian gaming and the underpinnings of the Indian Gaming Regulatory Act. the report
simply fails to discuss the complete lack of alternative revenue sources that may exist for
Indian tribal governments. Rather than spending funds on research to identify potential
alternative revenue sources the Commission simply stated that “There was no evidence

p d to the Commission suggesting any viable approach to economic development
across the broad spectrum of Indian country, in the absence of gambling”

:Nalional Gambling Impact Study Commussion Report, June 18, 1999, p.6-2
- National Gambling Impact Study Commission Report. June 18, 1999, p. 6
* National Gambling Impact Study Commission Report, June 18,1999, p. 7.
* National Gambling Impact Study Commission Report, June 18, 1999, p. 6
* National Gambling Impact Study Commission Report, June 18, 1999, p. 6.
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In my view, this failure represents a disservice to those tribes who might have been
looking for the Commission to offer substantive recommendations to assist them in
diversifying their economies.

On one hand, over 100 tribal leaders representing over 50 tribes spent tribal funds to
travel to the various Commission meetings to tell their story of economic development.®
Unfortunately, the Commission chose to question the legitimacy of these presentations
and asks whether the economic benefits from Indian gaming can be “factually proven”.
On the other hand, because tribes were themselves unable to offer any form of broadly
based replacement for gaming funds, tribes are criticized for not having invested enough
in non-gaming forms of economic development.

It should be noted that after spending $5 million this Commission visited a total of two
reservations—the Mashantucket Pequot Nation and the Gila River Indian Community.
Although these Tribes each demonstrate a significant level of commitment to economic
development, they are only two among many tribes that have used gaming resources to
diversify their economies. In that both of these tribes represent the most successful
portion of the spectrum, it might have been of greater value for the Commission to have
visited reservations where job creation was a primary goal in establishing gaming.

Oneida’s Experience

The Oneida Nation has used its financial resources in an effort to diversify our economy
and reduce our long-term dependence on gaming as our primary income generating
activity. We believe our success in this area benefits both the Oneida Tribe and its local
non-Indian neighboring communities. The result is a strong independent community with
an orderly, flexible and stable government.

The Tribe has an enrolled membership of about 13,500 with approximately 5,100 living
either on or near the Oneida Reservation. The Reservation encompasses a 65,000-acre
tract of land. located approximately 8 miles southwest of Green Bay. Today we own
approximately one-sixth of the property within the 65,000 acres of land within the
reservation boundary, and we are vigorously pursuing more lands as they become
available.

One of the major goals of the Oneida Nation is to forge a true and lasting partnership
with the citizens. businesses and local governments of the Northeast Wisconsin area. Our
positive working relationship with the City of Green Bay, the Village of Ashwaubenon,
and the City of DePere are perfect examples of our efforts to work as true partners to
build a relationship that fosters economic growth that benefits everyone.

As Northeast Wisconsin’s largest employer, we are extremely proud that over 60% of our
3.561 employees are non-Oneida and our Oneida enterprises are one of the major reasons
why the Greater Green Bay area enjoys one of the lowest unemployment rates in the
nation. The Oneida Nation generates an annual payroll of $80 million. fueling consumer
spending that impacts all of Northeastern Wisconsin.

¢ National Gambling Impact Study Commission Report, June 18, 1999, p. 6-1
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As the Oneida Nation works toward our number one goal of diversifying our economy,
our efforts will continue to benefit the surrounding area because our enterprises will
become more diverse and comprehensive, fostering new dynamic economic growth in
Northeast Wisconsin

Outside of gaming, the Oneida Nation has acquired or invested in the following
enterprises:

The Oneida Radisson Inn 1s a 301-room hotel located across the street from the Austin
Straubel Airport in Green Bay and sits adjacent to the Tribe’s casino  The hotel employs
over 400 full and part-time positions and has provided management training opportunities
for many tribal members Additonally, the Radisson generates over $500,000 annually
to the Green Bay Area Convention Bureau

We have invested $7 2 million in Oneida Nation Electronics, a joint venture with the
Plexus Corporation of Neehnah, WI to manufacture printed circuit assemblies for a
variety of customers and industries. This 114,000 square foot, state-of ~the-art high tech
manufacturing facility provides high quality, customer oriented turnkey electronic
manufacturing services 1t 1s anticipated that our investment in thus joint venture will
bring a 20% annual return over a 10 year period and provide an opportunity for many
tribal members to gain jobs in the electronics industry

The Oneida Nation has mvested $40 million in equity and debt into Airadigm
Communications, Inc. Airadigm 1s a PCS (Personal Communications Service) provider
which garnered 15 licenses in the FCC auctions, covering all of Wisconsin. except
Milwaukee, portions of Michigan, and the Eastern third of lowa It has over 12,000
customers and employs over 120 people throughout Wisconsin Arradigm
Communications has generated over $100 million in additional revenues for its vendors
throughout the state and nation The advanced digital service supplies communications
capabilities to numerous tribal reservations, and acts as a lifeline communications support
for many of its customers Furthermore, it has forced competition into an otherwise
stagnant marketplace

The Oneida Industrial Park 1s a 32 acre land developm_ént with 18 retail stores
including Sam's Wholesale. Wal-Mart and Festival Foods as anchors The tribe collects
lease payments generated from long-term lease agreements

Seven Generations Corporation is a Limited Liability Corporation developed for the
purposes of overseeing the commercial properties for the Tribe Serving as a holding
company for real estate and other business ventures of the Nation, this enterprise has
leased a 50,000 square foot health facility to Beilin Health Systems, a fanuly medicine
patient care factlity speciahizing 1n sports medicine, physical therapy, fitness, diagnostic
testing and administrative and ancillary services
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Baybank is a locally owned, full service bank located on the Oneida Reservation.
Baybank provides friendly service and competitive interest rates on deposits, loans and
Certificates of Deposit. The bank has been open for over three years and is profitable.

The Oneida Small Busi Develoy t Center provides counseling, training, and
technical support in all areas of small business management. OSBDC’s loan fund
facilitates the creation of a small business environment on sovereign lands.

Other Oneida developments and enterprises include: Oneida Printing. Oneida Nation
Farms, Oneida Promotions, and three One-Stops—self service gas stations and small
convenience stores.

Regulation

Unfortunately, the Commission did an inadequate job in presenting the status of current
law with respect to the regulatory nature of Indian gaming.’ The Commission failed to
capture the investment tribes have made, through their tribal gaming commissions, to
ensure the protection of their patrons and insulate themselves from illegal activity or
intrusions by organized crime. The report neglected to acknowledge the extent to which
class III games are regulated under the terms of the more than 140 tribal-state compacts.
And finally, the report failed to fully describe the extent to which the National Indian
Gaming Commission is involved in conducting background investigations and field
audits.

Each year, the Oneida Nation spends over $9 million on the internal regulation and
protection of our gaming facilities and employees. Our control systems and audit
procedures are equivalent to those found anywhere in the world. It is this level of
commitment that tribes have brought to gaming throughout America, but the Commission
failed to comment upon.

Although the Commission did adopt a recommendation that acknowledges the National
Indian Gaming Commission’s newly implemented Minimum Internal Control Standards,
developed with the help of the National Tribal Gaming Commissioners and Regulators,
the report fails to include any finding in support of this re_t;ommenda\ticn.8 This omission
works to undercut the legitimacy of tribal gaming and diminishes the importance of
gaming as a form of well regulated economic development.

Also, the Commission failed 1o articulate the true status of off reservation land transfers
for gaming purposes. This Commission had a real opportunity to clarify this point of
great confusion for many communities across America. As this Committee knows, in the
eleven years since IGRA’s enactment, the Bureau of Indian Affairs has reviewed ten land
in trust acquisition applications to operate off-reservation casinos. The BIA accepted two
and rejected eight. The Forest County Potawatomie Tribe located in Milwaukee, Wl in

7 National Gambling Impact Study Commission Report, June 18, 1999, pp 6-8 10 6-11

* National Gambling Impact Study Commission Report, June 18, 1999, p. 6-22
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1990 with a 15 7 acres site and Kalispel Tribe, located in Airway Heights, Washington in
1998 with a 40 1 acres site were approved; one (Allen Parish) was rendered moot by the
tribe’s decision to utilize a site that did not require approval. three (Council Bluffs,
Salem, and Detroit) were officially rejected by either the Secretary of the Interior or the
state governor; and the remainder. though not officially rejected, are apparently no longer
under active consideration. due in at least some cases to the governor’s stated opposition.

Further, the Commission’s report would have been well served had 1t included a more
comprehensive discussion concerning the regulatory authority shared by Tribes. the
States and the Federal Government through the National Indian Gaming Commussion

IGRA is a comprehensive federal regulatory measure regarding on-reservation Indian
gaming, It provides "a statutory basis for the regulation of gaming by an Indian tribe” and
establishes federal standards for Indian gaming.” Congress authorized tribal regulation of
Indian gaming under IGRA as an exercise of the Tribe's inherent sovereign authority. In
IGRA, it provided a mechamsm for state involvement in Indian gambling regulation
through tribal-state compacts.

Federal oversight of Indian gaming under IGRA is the responstbility of the National
Indian Gaming Commisston ("NIGC"). The NIGC is required to approve all tribal
gaming ordinances and to license and momtor and inspect the premises where all Class I1
Indian gaming is conducted '® Class 11 gaming activities are allowed on Indian lands
only when "located in a State that permits such ganung for any purpose by any person,
organization. or entsty "'' Class Il gaming must also be conducted 1n accordance with
tribal law and a tribal-state compact.'? The Commussion has the authority to enforce the
provisions of IGRA and 1ts regulations by levying fines and issuing temporary, and
permanent orders to close a gaming operation '

Under IGRA's terms a tribal-state compact may include provisions related to the
following the application of criminal and civil laws and regulations of the tribe or the
state directly related to and necessary for the licensing and regulation of such activity, the
allocation of crimnal and civil jurisdiction between the state and the tribe necessary_ for
the enforcement of such laws and regulations, the assessment by the state of amounts
necessary to defray the costs of regulation under the compact, taxation by the tribe of the
gaming activity of such amounts comparable to the amounts assessed by the state for
costs of regulation, remedies for breach of contract, standards for the operation of such
activities and the maintenance of the gaming facility, including license and any other
subjects that are "directly related to the operation of gaming activities."'* Apart from
reimbursement for costs associated with regulatory activities, states are not permitted to
seek a tax or fee in exchange for agreeing to a compact.'

*25US.C §2702(1)

25U S C §2706(b). 2710(b)( 1 XB). d(1)(AX )
"I5USC §2710(d)(1)(B)

P25USC §2710(d)

25USC §§ 2706(a), 2713

225 U.5.C. § 2710(d) (3)(C).

25U S C.§2710(d)(4)
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Federal regulation of all Indian gaming was further enhanced on January 5. 1999 when
the NIGC issued a final rule requiring tribes to establish minimum standards for internal
controls ("MICS") for gaming operations on Indian lands and setting out standards which
tribal MICS must meet.'® The rule is effective February 4, 1999 and requires all tribes or
tribal regulatory, agencies to develop and adopt MICS by August 4 of this year.

The NIGC explained the basis for the rule in the January 5. 1999 Federal Register
announcement of the rule, stating that the overall growth. the increasing diversity and
complexity of Indian gaming, and the cash-intensive nature of gaming create a "need for
a minimum level of control, to apply universally throughout the industry.” Therefore, the
"commission concluded that in furtherance of its role in providing regulation of tribal
gaming adequate to shield it from organized crime and other corrupting influences, to
ensure that the Indian tribes are the primary beneficiaries of the gaming operations, and
to assure that gaming is conducted fairly and honestly by both the operators and players,
the formulation and promulgation of minimum internal contro! standards governing tribal
gaming were necessary and appropriate.”

To comply with the NIGC rule, tribal standards must: be at least as stringent as the NIGC
standards; contain standards for currency transaction reporting required in 31 C.F.R. Part
103; include standards addressing games not addressed in the NIGC standards; and
establish a deadline not to exceed 12 months from February 4, 1999 for existing
operations within their jurisdiction to comply with the tribal MICS."” Gaming operations
must establish internal controls that are at least as stringent as the tribal MICS.
Operations that begin operating after March 30, 1999 must comply before opening.

The rule contains standards for the following game categories and departments: bingo,
pull tabs, card games, manual keno, computerized keno, pari-mutuel wagering, table
games. gaming machines, cage and credit, internal audit. surveillance, electronic data
processing. and complimentary service items, i.e. promotional allowances to customers.

The rule also establish three tiers of gaming operations with more stringent requirements
applicable to the larger operations and less stringent standards for the smaller ones.'®
Tier A gaming operations are those with no more than $3 million in annual gross
revenues, Tier B gaming operations are those with annual gross revenues between $3 and
$10 million. Tier C gaming operations are those with more than $10 million in annual
gross revenues. Tier A gaming operations may request a variance for requirements in the
MICS that are too burdensome for smaller operations.'

Again, this report would have been much more meaningful had this information been
included.

%25 C.F.R Part 542

' Minimum Internal Controls, National Indian Gaming Commsston, Jan. 5, 1999 - Sec. 542 3.
" Sec. 542.2.

¥ Sec. 542.18.
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Conclusion

I bring the Committee this information with the intent of supplementing the already
lengthy record that exists concerning non-gaming economic development in Indian
country and the regulatory framework under which gaming is currently being conducted
I am hopeful that the testimony the Commission received from over 100 tribal leaders
from over 50 tribes will be used at some future date to show the true impact Indian
gaming has had on both Indians and our non-Indian neighbors.
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Testimony of
Richard G. Hill
Chairman
National Indian Gaming Association

National Gambling Impact Study Commission
Oversight Hearing

Senate Committee on Indian Affairs
June 23, 1999

Introduction

Chaiman Ben Nighthorse Campbell, Vice Chairman Daniel Inouye, members of the
Senate Committee on Indian Affairs, thank you for the opportunity to provide testimony
today. |am Rick Hill, Chairman of the National Indian Gaming Association (NIGA) based
in Washington, DC | am a member of the Oneida Indian Nation of Wisconsin currently
serving my fifth term as Chairman of NIGA.

The National Indian Gaming Association is an organization of 168 Indian Nations
with governmental gaming interests around the United States. NIGA's purpose is to
protect and advance the sovereign rights and interests of our member Indian Nations with
respect to tribal governmental gaming.

Not since Congress deliberated over the Indian Gaming Regulatory Act in 1988
have NIGA and its member tribal governments had as much reason to act both deliberately
and decisively to protect and preserve the sovereign tribal governmental gaming rights of
Indian Nations. In this case, indian Nations did not choose to simply react to the fact

finding process that the National Gambling Impact Study Commission (NGISC) followed

-
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in conducting a study of the impacts of gambling in the United States. Instead NIGA and
our member Indian Nations were pro-active and embraced the work of the NGISC as more
than 100 tribal leaders and representatives traveled to various hearing sites around the
country, at their own expense, to provide testimony before either the full Commission or
the NGISC Subcommittee on Indian Gaming. Moreover, NIGA was present at every single
hearing and/or meeting conducted by the NGISC over the two-year period of the study
effort, prepared to offer information and other assistance as needed by the study
commission.

Generally, NIGA is pleased with the recommendations included in the final report
of the study commission. However, in NIGA's estimation, this unique opportunity to study
tribal communities under the circumstances presented to the NGISC was, in the best
possible scenario, not managed as well as it could have been.

Overall our association with the NGISC during the study process has evoked a
broad range of emotions and thought for NIGA. The work of the study commission
required constant monitoring, a task that NIGA was only too glad to perform on behalf of

our member Indian Nations.

The National Gambling Stud mmission
Public Law 104 - 169, the National Gambling Study Commission Act, established
the nine-member study commission in 1996. In the enabling legislation, Congress
specified the duties of the Commission as follows:
(1) IN GENERAL - It shall be the duty of the Commission to conduct a

2-
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comprehensive legal and factual study of the socia! and economic impacts
of gambling in the United States on - -

(A) Federal, State, local and Native American tribal governments;

NIGA participated in Congressional hearings as the Act was being considered,
making several recommendations which were later incorporated into the bill. NIGA
remained neutral on the bill, but once the bill was enacted, we worked tirelessly to ensure
that the study commission had full use of our NIGA resources to help canry out its important
educational mission, so that its members and the public could make informed decisions.

Before the NGISC began the work of coliecting information on the impacts of tribal
governmental gaming, NIGA became concemed that information posted on the study
commission's web site included references and statements that were not factually correct.
The NGISC information stated that, among others, Indian tribes were “defeated nations”
and that those indian Nations who were actively seeking reinstatement of the recognition
due to the federal government's policy of termination, were characterized as merely
“private associations”.

NIGA representatives, as well as others, offered to assist the NGISC staff to correct
information on their web site. The NGISC staff declined NIGA's offers and did not act to
correct the mermbers reference or lack thereof. In fact, this was brought to the attention
of the Commission and Executive Director Tim Kelly, in my February 9, 1999 testimony in
Virginia Beach, VA. This ongoing misinformation, is specifically detailed in the hearing
record transcripts at pages 153 through 156.

In our estimation, the NGISC, a federal commission created by Congress, failed in

-3-
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its initial educational effort to understand and appreciate the unique historical and legal
relationship between indian Nations and the federat government That the NGISC was
unable to recognize the tribal/federal relationship even when presented with corrected
information was disappointing to the tribes. In fact it should be noted that the
misinformation on the NGISC web site still had not been corrected as of the time my

testimony was forwarded to you

The Study Process

From the outset, NIGA and its member indian Nations believed it to be in our
collective best interest to cooperate and participate fully in the study efforts of the NGISC
Beginning in July 1998 as the NGISC entered the research phase to gauge the impacts
of tribal governmental gaming in tribal communities, NIGA became particularly active in the
study process

In early July 1998, the study commission notified NIGA and its member tribes that
the commussion would devote at least a portion of their fuil commission agenda to Indian
gaming The NGISC hearings which were to include tribal testimony were scheduled for
Del Mar, CA (July 29) and Tempe, AZ (July 30).

However, NIGA became concerned that their proposal to hear from Indian tribes on
the impacts of gaming included only a small number of tribal leaders and representatives
NIGA requested, and was granted a meeting with the NGISC staff to present a proposal
for eliciting testimony from a broader representation of tribes Noting that for a factual
finding to be accurate the sample size needs to accurately reflect the population In effect

4-
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if the process methodology is flawed the finding will be flawed.

The following are among the specific points of an understanding or agreement
accepted by NIGA and NGISC following that meeting in early July 1998.

NGISC would schedule additional days for a newly-formed Subcommittee on
Indian Gaming in order to hear from tribal witnesses. These additional
hearings would be held in conjunction with those hearing dates and sites
already on the NGISC schedule. (As a result, more than 100 tribal witnesses
testified at six (8) field hearings of the Subcommittee, and four (4) others
involving the full Commission.)

NIGA would work with its member Indian Nations and the NGISC staff to
schedule witnesses for the additional hearnngs of the Subcommittee on
indian Gaming.

In addition to the agreement, NIGA took steps to provide a briefing for the Advisory
Commission on Intergovernmental Affairs (ACIR), a designated contractor to the NGISC
tasked with collecting governmental documents relating to the regulation of gaming
activities. Tribal governments were among the governmental entities to be contacted for
their regulatory documents and related information. NIGA thought it would be helpful to
provide the ACIR with cultural and procedural insights for effectively working with tribal
leaders to gain the desired results. ACIR representatives as well as their subcontractor,

American University, participated in the briefing on July 20, 1998 in Washington, DC.

.5.
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Trbal Concerns with the Study Process and Substantive Positions

While the agreement with the NGISC provided for additional opportunities to hear
from tribal witnesses regarding the positive impacts of gaming in tnbal communities, tribal
leaders had serious concerns regarding the study process and approach employed by the
study commission. Consider the following

As | detailed earlier in my testimony NIGA had particular concerns about the

information that the NGISC elected to include on its web site regarding Indian tnbes,

tribal governments, and Indian gaming Despite offers to help correct the
inaccuracies, the study commission went forward without taking action. The danger
with the NGISC's inaction is that the posted information reflects a fundamental lack
of knowledge about the institution of tribal government. And that lack of knowledge
turned out to be vital to the ability of the study commission to interact effectively with
Indian tribes
Furthermore, the erroneous posted information concerning Indian tribes was

likely to be accepted by the general public as accurate, thereby contributing to a

disservice of offering inaccurate information on Indian Nations to the American

public

NIGA and its member tribal governments had strong concerns that a plurality of the

nine-member Commission brought to this important study task, a predetermined

personal posttion on gambling or aspects of tribal governmental gaming  As such,
tribal leaders believed that it would be very difficult to obtain a fair heanng or an
objective assessment of the positive impacts that tribal governmental gaming has

8-
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brought to tribal communities. 1 note for the record the 8 to 1 vote by the NGISC in
support of forwarding a ietter to Secretary Babbit not to issue procedures on
alternative compacting until its report was finished Mr. Chairman you subsequently
1issued a letter calling the commissions move on this matter inappropriate and
“beyond the scope” of its legislative charge Alternatively while the commission took
pains to inform Congress of the need to wait for its report before acting on
secretanal procedures, in fact the NGISC letter was used by Senator Enzi during
the Senate debate on Enzi/Sessions, the Commission though was deafeningly
silent when similar actions were requested by Indian Nations regarding Internet
legislation Our calls went unheeded, unanswered, and not acted upon
NIGA and its member tribal governments, while applauding the creation of the
Subcommittee on Indian Gaming, were concerned that the Subcommittee did not
appear to recewve a level of recognition by the NGISC that it deserved For
example, in the early hearings, no logistical support or transcription services were
in place to create a Subcommuttee hearing record.

I specifically note that according to the NGISC's Operating Rule IV (E)
adopted on October 31, 1997

“A verbatim transcript of each Commission meeting, hearing, and

subcommittee meeting shall be made and retained by the Commussion The

Executive Director shall review and correct the transcription before

distribution . copies of transcripts of open sessions and redacted copies

of transcripts of closed sessions in consultation with counsel will be provided

to any individual upon request for a reasonable fee ”

NIGA learned that later in the hearing process, the written testimonies, Q and A

7-
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discussion points, from the Del Mar, CA and Tempe, AZ hearings, were lost,
misplaced, or unable to be located. | would like to point out to this Committee that
despite the NGISC's representations, alleging bad faith on the part of NIGA, the
NGISC has failed to identify any governmental process where the testifying
witnesses are held accountable for transcribing the entire hearing record for
Members of Congress or the general pubhc.

While the statute creating the Commission was very clear on what was to be
studied, the Commission changed the focus of research to be provided by an
independent firm.  In mid-October 1998, the Advisory Commission on
Intergovernmental Affairs (ACIR) was informed by the NGISC staff that the
commussioners wished to redirect the research, and focus PRIMARILY on tribal
gaming, as opposed to a comprehensive survey of state, local and Indian
ordinances and regulations. ACIR was asked to focus on 141 tribal gaming
operations (out of a total population of 310 operations), but only 25 non-tribal
operations for the entire rest of the gambling industry (a population which is
comprised of approximately 600 commercial casinos, 180 parimutuel facilities, 38
state/district lottenies and an unknown population of jai alai and card rooms.) Donna
E. Schwartz, Research Director of ACIR, specifically testified to this at the March
18, 1999 Washington, DC Commission meeting

Some Commissioners question why tribes engaged in gaming should be entitled to
recewve funds from the Federal government. It should be understood that every
form of government in the United States is a recipient of Federal funds and rarely

8-
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are those funds based upon the relative wealth of the recipient government
Additionally, by virtue of treaties, executive orders, and Federal statues, the United
States made agreements with tribal governments in exchange for the unlimited use
of land and other natural resources
Specifically | want to note for the record that in NGISC testimony by
Chairman Roland J. Harris of the Mohegan Nation on November 9, 1998, the
Mohegan nation made a very personal decision - they decided to return federal
grant money to the United States and not seek any future financial assistance
Additionally | note that Chairman Stanley Crooks of the Shakopee

Mdewakanton Sioux Nation testified to the following before the NGISC on August
1, 1998 in Albuquerque, NM.

“Our Mdewakanton ancestors ceded 24 million acres of land and gave

up a way of life in exchange for the promise of perpetual protection by

the United States. That promise must be honored. | firmly believe

that the Federal government must continue to maintain s trust

responsibility to the tribes, irrespective of whether gaming continues

or not.”
| also note for the record that Adam Rose, Ph D, an economist from State College
of Pennsylvania, who was hired by this Commission to provide comprehensive
analysis of gaming studies and or articles, but whose work was not included in the
final report, detailed the following in response to the racial-ethnic distributional
implications of castno gambling.

“The most obvious reflection on this question pertains to Native

Americans: as a whole they have benefitted greatly relative to whites

and other groups, even though there is a sizable disparity among

trnibes. Deiler and Chen (1996) have found some negative impacts on

-9-
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reservations, though the successes overall far outweigh these. For
many tribes, casinos have been an economic salvation, and the gains
have been spread across all members in the form of trust funds,
necessary services, and luxury goods It is not unusual for patrons
exiting Foxwoods to remark, with some consolation, that they ‘have

helped repay the Indians ™
in spite of the above omissions and the affirmative steps taken by NIGA to ensure
that NGISC and its contractors were equipped to get the most out of their work with tribal
governments, it eventually became clear that the advice offered by NIGA had littie or no
effect The results were especially disappointing given the time and effort that NIGA put
forth to help the study process along This is demonstrated by the fact that the
informational request from ACIR fo indian Nations was not forwarded {o the tnbes unti five
months following the July 20" briefing Despite this fack of an informational data base and
noting the fact that indian Nations did not receive the request until January, 1999, the first

draft of the Indian Gaming report was still completed approximately two weeks later on

February 4,1999

NIGA Response to Final NGISC Recommendations

in spite of the above procedural problems and additional ones we will not mention
today, NIGA encountered throughout the study phase, there are some reasons to be
pleased with the final recommendations offered by the NGISC in thewr final report
Conversely, there remain several tems in the same report with which indian nations
disagree

1 NIGA 1s pleased that the study commussion recognized the sovereignty of

-10-
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Indian tribes and their sovereign right to engage in tribal governmental
gaming for the benefit of Indian communities.
NIGA is pleased that the study commission recognized the positive economic
impact of Indian gaming, however, the study commission should have more
adequately detailed and referenced the hearing record, in order to highlight
the importance of gaming to tnbes and their neighboring communities. The
testimonial record does exist and NIGA has placed copies at the media desk
for your intellectual curiosity
NIGA s pleased that the study commission acknowledged that tribal
governmental gaming is, in fact, regulated
NIGA 1s disappointed that the study commission put so much focus on the
negative social impacts of gaming and failed to acknowledge the positive
social benefits for Indian tnbes. Specifically, NGISC failed to note the
incredible “ welfare to work” success story that indian Gaming has provided
Once again, | bring to your attention, Professor Rose who conducted an
analysss of all gaming studies and or arhicles and found the following.
“A Minnesota study found a significant decrease in AFDC payments
following the advent of tnbal gaming Even if the skills learned are not
high-level, permanent jobs enable people to develop good work habits
and work records The key to the question i1s whether there are
opportunities for advancement within the industry or beyond ”
Recognizing the fact that Tnibal governments are major employers within and

without their communities 1s cnitical to an understanding of how inclusive

11-
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Indian Gaming has proven to be. { cite the following NGISC testimony for
your edification

“Prairie Island indian Community’s Treasure Island Resort and Casino
is the number one employer in Goodhue county ”

“The Ho-Chunk Nation has become the largest employer in each of
three countries in Wisconsin.”

“In just five years, the Oneida indian Nation of Wisconsin has grown
to become the largest employer in a two-county region with more than
2900 employees working at or managing our enterprises.”

“Tribal gaming is the second largest employer in our area.”
Testimony provided by Sue Shaffer, Chairperson Cow Creek Band
of Umpqua indians in Roseburg, OR.

“The Tunica Biloxi Indian Nation is the largest employer in the Parish
and offers the best wages.”

“The Oneida Nation of New York is the largest employer in the

district.”

“We are now the 2™ largest employer in Medoncino county, second
only to the county itself." Cited in testimony by Tribal Chairman
Richard Williams of the Lac Vieux Desert Band of Lake Supernior
Chippewa Indians.

NIGA is disappointed that the study commission failed to note the
contnbutions made voluntarily by indian tribes to the issue of compuisive
gambling. Indian gaming makes up only 13 percent of the U S gambling
revenues, yet tribes contribute a larger percentage of therr revenues and

have more on-site programs to prevent and treat gambling addictions than

does commercial gaming and state lotteries. Specifically | draw to your

-12-
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attention that in the state of Arizona, that since October 1994 indian nations
have contributed $244,000 dollars out of a total $269,000 doliars to the
Arizona Council on Compuisive Gambling programs.

6 NIGA opposes the recommendation made by the study commission calling
for a pause in gaming. Any call for a pause, without qualification, would have
a devastating affect on the stability of tribal governmental gaming by, among
others, creating uncertainty as to how state governments might respond to
the call for a pause when negotiating new gaming compacts or renegotiating

existing ones.

Conclusion

Thank you again, Mr. Chairman, for this opportunity to offer testimony. | would like
to conclude my remarks with a passage from a study conducted by The Economics
Resource Group, Cambridge, MA titted: American Indian Gaming Policy and Its Socio-

Economic Effects, A Report to the National Gambling Impact Study Commission, July 31,

1998 It states in part’

“In sum, we find that Indian gaming, an expression of Indian seif-
determination, has produced remarkable movement on stubborn social and
economic problems that have been resistant to federal and tribal efforts for
decades. . . Tribes are also translating gaming employment and revenue into
significant social change by investing in social and physical infrastructures,
thus producing striking improvements in the quality of reservation life. While
the legacy of indian poverty will not be easily erased, and while the vast
majority of gaming tribes enjoy only modest gaming income, the economic
and social benefits Indian gaming has produced are diverse, substantial, and

13-
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unprecedented in this century.”

The report concludes:

“Our investigation inescapably yields the conclusion that the positive social
and economic impacts of gaming, both on and off reservations, far outweigh
the negative. indeed, for much of indian Country, the alternative to gaming
is the status quo ante: poverly, powerlessness, and despair. Self-
determination - and the ways that indian nations have used it - constitutes
a public policy success of major dimensions. Indian gaming is a striking
example of that success.”

-14-
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NATIONAL GAMBLING IMPACT STUDY COMMISSION
800 North Capitol Street, N.W., Suite 450, Washington, D C 20002
Tel- 202-523-8217, Fax 202-523-4394

June 18, 1999

TO THE PRESIDENT, CONGRESS, GOVERNORS, AND TRIBAL LEADERS:

At the inaugural meeting of this Commission two years ago, I stated that we had been
charged by Congress with “a very broad and very difficult task - to conduct a comprehensive legal
and factual study of the social and economic imphcations of gambling in the United States.” We
have now completed that task. This Report presents the pnncipal findings of that effort and the
recommendations we believe provide a coherent framework for action.

The Commission devoted considerable attention and resources to discharging its
responsibilities, efforts which included holding a seties of hearings around the country in which the
Commission and its Subcommittees recerved testimony from hundreds of experts and members of
the public; making several site vistts; commisstoning original research; conducting surveys of the
extsting, wide-ranging literature; and soliciting and receving input from a broad array of individuals
and otganizations.

Despite these extensive efforts, we have not exhausted the topic: the subject of gambling’s
impact is too extensive to be fully captured in a single volume. Through our contracted research, we
have added important new information 1 several fields; but the need for additional research
remains. In fact, one of our most iraportant conclusxous is t.hat far more data is nccded in virtually

It hkely that necessaty mfo:mauon wxll a}ways be in
short supply and insufficient to compel agreement on controversial issues or to lay out a road map
for the future. However, it is our belief that we have substantially reduced the uncertainties that are
an inevitable part of that process.

Two years ago, I also stated that this Commission had a diverse make-up, representing broad
differences of opinion, and that I expected that diversity to be fully and forcefully voiced. I believe
anyone who has been present at any of our proceedings will acknowledge that that was an accurate
forecast. That diversity did not necessarily make for quick decisions or easy consensus, but it did

2 healthy rep ion of a wide range of interests and perspectives. One need not claim
perfection for the process to understand that this approach is the foundation of representative
democracy.

In the end, however, the unanimous adoption of this Report speaks fot itself. That is not to
say that every Commissioner has agreed with every point or recommendation. Even in areas of
agt , each Commissioner brought to our work his own point of view, some of which is
teflected in the individual statements appended to this Report. But the determination of the
Commissioners to search for common ground without sacrificing 2 vigorous advocacy of their
tive is 2 to their dedication to public setvice.

| e
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This 1s the Report of a national Commussion to the President, Congress, State Governors,
and Tubal Leaders. But although the growth of gambling 15 2 national phenomenon, gambling stself
1s of greatest concern to the individual commuruties 10 which 1t operates ot is proposed to operate.
Tt 1s at that level that its impact 1s felt most keenly and where the debates surrounding this 1ssue are
most energetically contested. Those communities form no common front: one community may
welcome gambling as an economic salvation, while its neighbor may regard it as anathema. As such,
there are few areas in which a single national, one-size-fits-all approach can be recommended.

Thus, with only a few exceptions in areas such as the Internet, we agree that gambling is not
a subject to be settled at the national level, but is more appropriately addressed at the state, tribal,
and local levels. It 1s our hope that this Report will help spark a review and assessment of gambling
in those same communities and jurisdictions. For that reason, we have recommended a pause n the
expansion of gambhng 1 otder to allow time for an assessment of the costs and benefits already
vistble, as well as those which remain to be identified. The only certainty regarding these reviews 1s
that any results will be as individual as the communities undertaking them: some will decide to
curtail the gambling they already have, othets may wish to remove existing restramts. Sall others may
conclude that their situation requires no change. What 1s most important, however, 1s that these
reviews take place and that whatever decisions are made are mformed ones.

The recommendations in this Report are not self-enacting. In the end, the usefulness of the
Commussion’s work can only be measuted by the actions of others, be they 1n government or 1n the
pnvate sector. Regardless of whether or not their actions draw directly upon the recommendations
1n this Report or ate the result of other efforts that this Commussion may help prompt, 1t is our hope
that those who bear the responsibility for protecting and promoting the public’s welfare will find
this Report useful toward that end. That alone would be sufficient reward for our efforts.

1 want to express my deep appteciation to the members of this Commussion for their
perspective, sacrifice, and commitment to a fair, balanced, and objective analysis of the issue. Our
ability to come together with a imous Report is indicative of their diligence, as well as the
outstanding support provided by the Commusston’s staff.

On behalf of my fellow Commissioners, thank you for the opportunity to serve the

American people.
2 g

Kay C. James
Chairman
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Since the m1d-1970%5, America has evolved from a country in which
gambling was a relatively rare activity—casinos operating only in the
distant Nevada desert, a few states operating lotteries, and pari-mutuel
gambling relatively small scale and sedate—into a nation in which
legalized gambling, in one form or another, is permutted in 47 states
and the District of Columbia. Commercial gambling has become an
rmmense industry. Governments are now heavily involved and
increasingly active in pursuit of gambling revenues, either directly
through state-owned lotteries and Native American tribal gambling
or through the regulation and raxation of commercial operators.
Tribal governments, in particular, have become the pacesetters for

the rapid growth of gambling activities. Yielding more than $50 billion
1n gross revenues and still growing, and with little end in sight to the
proliferation of gambling, our country stands at a crossroads. Do we
allow gambling to continue to expand, or do we halt its growth until
we more fully understand its effects on individuals, communities, and
the nation?

There was no single, overarching national decision to turn
the United States into a world leader in gambling. Rather, games of
chance spread across the map as a result of a series of limited, incrernental
decisions made by individuals, communities, states, and businesses.
Little by little, lotteries expanded, aided by increasingly sophisticated
advertising campaigns. Over time, Las Vegas-style casinos multiplied,
first in Atlantic City, then on riverboats and Indian reservations.
Often with little notice, so-called “convenience” gambling, including
such games as video poker, cropped up 1n corner stores, in gas stations,
and on main streets in towns across America. And today the Internet—
an unlimited frontier in the proliferation of gambling—beckons millions
of existing and would-be gamblers from around the world.

In the next 25 years, gambling could, at its present rate of growth,
become more and more like other common and legal, but somewhat
restricted, business activities, such as the sale of alcohol or cigarettes.
Of course, over time, the basic rules of our economic system would be
expected to play a greater role in shaping the pattern of gambling, as
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the quasi-monopolistic circumstances of the present are replaced by
more routine competition. But with little stretch of the imagination,
1t 1s concetvable that someday gambling enterprises may be franchised
and, at least in parts of the country, become as common as fast food
outlets are today.

The rapid acceleration in the growth of gambling begs a host
of questions. How much do we know about the social and economic
impacts of gambling? Do 1ts benefits outweigh 1ts costs? Will bringing
in gamblimg help struggling local economues, or will 1t sap the very citizens
it 15 intended to help? To what extent, if any, does gambling create jobs?
Cut welfare rolls? Raise or lower crime rates? How widespread 1s problem
and pathological gambling? Does more gambling automarically mean
more problem and/or pathological gambling? No one has definitive
answers to these and other questions about gambling, least of all our
policymakers, who are now caught short and, in some cases, may be flymg
blind as they attempt to formulate rational, informed gambling policies

In 1996, Congress responded to the urgent need for more infor-
mation about gamblings impact on people and places by mandating
the National Gambling Impacts Study Commussion (NGISC). Congress
instructed the NGISC, within a 2-year period, to “conduct a compre-
hensive legal and factual study of the social and economic impacts of
garabling in the United States.” This Executrve Summary provides an
overview of the Final Report of the NGISC. It describes the size, scope,
and nature of the gambling industry as well as gambling’s most prob-
lematic issues. It also presents recommendations on gambling to the
President, Congress, governors, tribal leaders, and a broad range of
individuals within the public and private sectors.

GROWTH OF GAMBLING IN AMERICA

The gambling industry in the United States has grown tenfold since
1975. Today a person can make a legal wager of some sort in every state
except Utah, Tennessee, and Hawaii. Thirty-seven states and the
Dustrict of Columbia have lotteries, 28 states authorized casino gam-
bling (including both commercial casinos and Class 11 Indian casinos),
and 43 states have pari-mutuel betting. Between 1976 and 1997, rev-
enues from legal wagering grew nearly 1,600 percent, and gambling
expenditures more than doubled as a percentage of personal income
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from 0.30 percent to 0.74 between 1974 and 1997. Especially striking is
the increase over time in states with lottery and/or casino gambling.
In 1982, gross gambling revenues (dollars wagered minus pay-
outs) totaled $10.4 billion. In 1997, gross gambling revenues had
increased to more than $50 billion! The amount of money spent on
gambling compared with amounts spent on other leisure activities 1s
noteable. In 1997, Americans spent $495.9 billion on leisure goods, ser-
vices, and activities; more than $1 in $10 ($50.9 billion) was spent on
gambling, not including monies spent by gamblers on hotels, food,
transportation, and other expenses. In terms of “destination leisure”

"These numbers must be vie wed with caution For a fair and accurate understanding of the actual size and potantial profitabiiy of
ihe entire industry or any o s segments, 1 s Grtical o note the difference batween the figures for “fotal money wagared,* known
the trade as “handie.” and gross gambiing revanue * The two terms are not interchangeable The ratio betwaen them (s on the
order of 1010 1 for the entire mdustry and 25 1o 1 Jor casino gambling 1 55 easy 10 see how. taken out of contex!, hgures fos
“money wagered” and for “gross gambiing revenue” might be aasily mismterpreted, especially by the layman

INCREASE IN STATES WITH 1 SINO GAMBLING:
1973 VERS

1973 1999

- States with lottenes - States with authorized casinos - States with lottenes and authonzed casinos

“Excludes pan-mutuel gambin
SOURCES Gross Annual Wager, international Gambiing and Wagenng Busmess Magazine, August 1998 p 8 Gambing in Amenca Finai Report
10 Congress, 1975 pp 78, 144 Casino Business Directory, Reno, Nevada Nevada Gaming Publshing 1998 and other sources
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(e.g., spectator sports, cruise ships, theme parks, concerts), the 1997 fig-
ure is $81.8 billion, with “destination” gambling accounting for $30.1
billion, or more than one-third of those revenues.

Before the beginning of this decade, legalized casinos operated
in just two jurisdictions: Nevada and Atlantic City. Currently, casinos
are authorized in 28 states and have created over 700,000 direct and
indirect jobs with wages of approximately $21 billion With the multipli-
cation of locations, there was a metamorphosis of the types of casinos:

2The 1997 Gross Annual Wager, International Gambling and Wagenig Businass Magazine, August 1996, p 33
A Adhur Andersen, Economic impacts of Casing Gaming i the United States Volume 1 Macro Study, Decembor 1996, p 8

COMPARISON OF AMOUNTS SPENT IN 1997 ON GAMBLING VERSUS

OTHER LEISURE ACTIVITIES

Movie
Spectator  tickets
! 62

Chartable
binge Video, audio,
o . and computer
" equipment
B4

Pan-mutuet
betag
a8

Larteries
165 ~—

S
e
b 263 <

¢
Pubiications
519

Dollars in billions

SOURCE Gross Annual Wager, Intemational Gambling and Wagenng Business Magazine, August 1998, pp 13, 17-18
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In addition to “destination” casinos in Nevada and Atlantic City,
there are nearly 100 riverboat and dockside casinos in 6 states and
approxtmately 260 casinos on Indian reservations. The expansion of
gambling to these new sites is seen by one leading researcher as “the most
significant development” in the industry in the 19905%.

The number of state lotteries—the second largest type of gambling
in terms of revenues—has expanded rapidly during the last quarter
century. In 1973, seven states had lotteries, with total sales of $2.0 hillion.
By 1997, state lotteries operated in more than five times as many states
and garnered $34 billion 1n sales, not including money from the new
and fast-growing electronic gambling devicé (EGD) segment. Perhaps
most dramatic, per capita lottery sales climbed from $351n 1973 to
$150 in 1997.

PER CAPITA LOTTERY SALES IN STATES WITH LOTTERIES:
1973 VERsus 1997%

1973 1997

Dollars per year

*Per capita based on totai [attery sales/population of alf states with lottenes
NOTE Safas in billons stated 1 curvant doliars

SOURCES Charles T Clottelter, ot ai State Lottenes at the Tum of the Century Repor to the Natiora Gambiing mpact Study
Gommssion, 1999, p 2
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Pari-mutuel gambling—horse racing, dog racing, and jat-alai—
has not enjoyed the high level of growth that many other segments of
the industry have, and its percentage of total gambling revenues has
dechined significantly over past decades. Of the three segments, horse
racing 1s by far the largest component and has performed the best
financially. Legal in 43 states, with over 150 racetracks in the United
States, pari-mutuel horse racing generates annual gross revenues of
approximately $3.25 billion, based on a “handle” or wagers of $15.3 bil-
lion. While comparatively small in terms of revenue, the industry has
an extensive network of connections throughout the economy, with
hundreds of thousands of individuals owing their jobs to the industry.

From informal, illegal office pools to legal bookmaking in
Nevada, wagering on sports events 1s a pervasive activity in our culture.
Many gamblers are avid and knowledgeable followers of sports, tracking
point spreads on major, and even minor, sporting events by consulting
newspapers, radio talk shows, television programs, on-line services,
and other sources. There 1s growing concern regarding increasing levels
of sports wagering by adolescents in high school and by young adults
on college campuses. A 1996 study sponsored by the National Collegiate
Athletic Association found that of the over 2,000 student athletes sur-
veyed 1n Division | basketball and football programs, 25.5 percent
admutted betting on college sports events while 1n school.

The terms “convenience gambling” and “retaill gambling” have
been used to describe legal, stand-alone slot machines; video poker; video
keno; and other EGDS that have prohiferated in bars, truck stops, con-
venience stores, and a variety of other locations across several states.
However, these terms do not adequately convey the range of locations
at which EGD gambling takes place, nor do they describe the spectrum
of laws and regulations that apply (or fail to apply) to EGD%s. Some
states, including Louisiana, Montana, and South Carolina, permit private
sector businesses to operate EGD; in other states, such as Oregon and
California, this form of gambling 1s operated by the state lottery. In
South Carolina, this form of gambling is increasingly widespread, with
34,000 licensed video poker machines operating at some 7,500 locations.

In 1988, Congress passed the Indian Gaming Regulatory Act
(IGRA), providing a regulatory framework for casino gambling on
Indian reservations. From 1988, when IGRA was passed, to 1998, tribal
gambling revenues grew more than thirtyfold, from $212 million to
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$6.7 billion. As of 1998, approximately 260 facilities were operating in
31 states. It is important to note that over two-thirds of Indian tribes
do not have any gambling at all and that not all gambling tribes benefit
equally. In fact, the 20 largest revenue generators in Indian gambling
account for 50.5 percent of the total revenue.

The Internet represents a new frontier in the spread of gambling,
with the number of on-line bettors continuing to grow every year.
The gross revenues of Internet gambling doubled between 1997 and
1998, when they reached an estimated $651 million. One estimate predicts
that Internet gambling will exceed $2 billion by 2001. Adding to the
concern regarding Internet gambling 1s the issue of access by adolescents
and the recent licensing of Internet gambling operators by several foreign
governments, including Antigua and Australia, with sites accessible to
users worldwide.

INCREASE IN NUMBER OF INDIAN CASINOS AND INDIAN BINGO
HaLL FACILITIES: 1988 VERSUS 1998

260 (31 states)

70 (16 states)

1988 1998

SOURCES See charts entitied "States with Tnbal Gaming in 1988 and "States with Tnbat Gaming In 1008 ~ For 1988, there was
o centralzed nforation source, 0 the data were compied from uetercus soures, incling e Natkn Ingan
Commisson, the Burosy ofincat A, newspaper and magazne arbdles. an e indian Garning Magazins, Dirsctoy of North

rming, 1999 For 1998, 50 Nat ﬁomllmmaamngc«mmn,'ﬁapmmmomdhmm
Lorianca wivina indien Gaming Feguiatory Act” June 30, 1958
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Wath the sharp increase of legal gambling in the past 20 years, there

1s increased concern about problem and pathological gambling. Clearly,
more people are gambling, and they are wagering more. Problem and
pathological gamblers are distinct from recreational or social gamblers:
They cannot control their impulse to gamble and often bring ruin on
themselves and their families. Problem and pathological gamblers
often lose their jobs, their savings, their relationships, and their digni-
ty. Researchers estimate that between 2.5and 3.2 million adults in the
United States have met the criteria in their hifetime for pathological
gambling. Between 1.7 and 2.6 million adults have met the criteria in
the past year. Especially troubling, 1.1 million adolescents between the
ages of 12 and 18 are also estimated to be pathological gamblers.+

“This figure should be viewad with caution, however. since adolescent measures of pathological gambiing are not always compara-
be to aduit measuras and diferent thrasholds for adolescent gambing may exist

6.7 billion

212 mitlion
1988

Dollars per year

SOURCES See chart antitied “Trends in Trbat Casino Gaming Revenuos, 1988-1937 * Amounts are In constant 1997 dollars
tased on the CPI-U-X1 index In the Econamic Fleport of the Prasxient, Fabruary 1989, p 398 For Indian gamng revenues from
1988 and 1595, 500 U S General Accounting Ofice. TnxPohcy A Profie of the Inchan Gamng Industry, May 1997, p 8 Forindan
gaming revenues in 1996 and 1997, see g gering . August, 1998, p 9
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1976 FEDERAL REPORT ON NATIONAL
PoLicy TOWARD GAMBLING

It has been 23 years since the gambling industry and the gambling
behavior of Americans have been reviewed by a federal commission.
In 1976 the Commission on the Review of the National Policy Toward
Gambling 1ssued its Final Report, “Gambling in America.” At the
time, only 13 states had lotteries, 2 states (Connecticut and New York)
had approved off-track wagering, and there were no casinos outside of
Nevada. The 1976 Report marked the first time that a national commus-
sion had sought to provide methodologically sound research and rec-
ommendations on gambling. In 1ts efforts, the Commussion conducted
and oversaw 3 years of in-depth research and extensive hearings.

An excerpt from the Commussion’s 1976 Report reveals that
gambling was then, as it remains today, a controversial and divisive
subject:

“Gambling is an tssue so fraught with ingrained
moral and philosophical dichotomies and unre-
solved social questions that no disposition of the
subject can ever come close to being universally
accepted. Attitudes toward gambling encompass the
most sincere and high-minded ethical beliefs as well
as the basest kinds of acquisitive instincts and
exploitation.”

The Commussion’s 1976 Final Report adhered to a pragmatic
approach. Theirs was primarily a single question: Since gambling is
inevitable, who should regulate gambling and how? Furthermore,
masmuch as gambling was also recognized as a social issue, the Commission
determined that “gambling policy is the proper responsibility of the
government entity closest to the lives of citizens—the State.” The 22
key recommendations of the Commission focused on the enforcement
of state and local gambling statutes, the regulation of legal gambling
industries, and the issues surrounding illegal gambling industries.
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NATIONAL GAMBLING IMPACTS
STUuDY COMMISSION: 1996-1999

The NGISC was established on August 3,1996, when President Clinton
signed Public Law 104-169. The nine members of the Commussion
were appointed by the President, the Speaker of the House, and the
Senate Majority Leader. They represent diverse backgrounds, regions
and, indeed, viewpoints.

By the time that the NGISC was created in 1996, legalized
gambling had grown nationally to a multibihon-dollar-per-year indus-
try with $50 billion in gross revenues. Indeed, as the NGISC was
launching its il efforts, the gambling 1ssue was playing an increasingly
prominent role in political elections and preelection spending wars.
More than ever before, policymakers, business executives, and voters
needed reliable information about the benefits and costs of all forms
of gambhng.

Congress charged the NGISC with the task of “conductinga
comprehensive legal and factual study of the social and economic
impacts of legalized gambling in the United States.” The study was to
include the impacts on communities, social institutions, and individu-
als, as well as the role of government.

The following excerpt from Public Law 104-169 outlines the
NGISC's six mandated toprcs of inquiry:

A review of existing federal, state, local, and Native
American tribal government policies and practices
with respect to the legalization or prohibition of
gambling, including a review of the costs of such
policies and practices;

An assessment of the relationship between gam-
bling and levels of crime, and of existing enforce-
ment and regulatory practices that are intended to
address any such relationship;
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An assessment of pathological or problem gambling,
mncluding 1ts impact on individuals, families, bust-
nesses, soctal institutions, and the economy;

An assessment of the impact of gambling on indi-
viduals, families, businesses, social institutions, and
the economy generally, including the role of adver-
tising 1n promoting gambling and the impact of
gambling tn depressed economic areas;

An assessment of the extent to which gambling
provides revenues to state, local, and Native
Amercan tribal governments, and the extent to
which possible alternative revenue sources may
exist for such governments; and

An assessment of the interstate and international
effects of gambling by electronic means, including
the use of interactive technologies and the Internet.

The NGISC officially began 1ts 2-year study on June 20,1997. A
research agenda based on 42 specific policy questions was unanimous-
ly adopted in October 1997, and major research tasks were contracted.
A key research task was a National Survey of Gambling Behavior, the
first since 1976. At the Commission’s request, approximately $2.5 mullion
of research on gambling was conducted. (Copies of all research reports
are available in CD form to be distributed with the Fina/ Report.)

In addition to their regularly scheduled meetings, the
Commussion also conducted site visits in Atlantic City, Boston, Chicago,
San Diego, Tempe, Biloxi, New Orleans, and Las Vegas. The Commussion
listened to presentations on gambling from the federal, state, and local
perspectives. It met with experts on state lotteries, casinos, pari-mutuel
gambling, sports wagering, and many other forms of gambling. It
heard from mayors, senators, city council members, police of ficers,
hotel union representatives, gambling commissioners, problem
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gambling treatment counselors, and others. The Commusstion toured
the Atlantic City boardwalk and interviewed casino and non-casino
vendors. It was briefed by leading researchers on pathological gam-
bling by youth and adults The Commussion also visited two Native
American casinos and heard testimony from the representatives of
more than 50 Indian nations. And in a live demonstration of interactive
technology, they learned of the most current Internet gambling prac-
tices and their law enforcement implications. Finally, the Commuissioners
heard passionate testimonies from individuals whose lives had been
affected dramatically, both positively and negatively, by the gambling
industry. {Individuals who provided testimony to the NGISC are list-
ed in the Acknowledgments Appendix of the Final Report )

From the outset, the Commussioners saw their primary
obligation as a civic one: to carry out a fair and objective review of
the gambling industry’s economic and social impacts. Second, the
Commussioners felt that the facts of the mandated research reports
should stand on thetr own merit and that the public’s right to draw
its own conclusions should be preserved Third, despite a range of
perspectives among (gommissioners on how the gambling industry
mught best evolve over the next quarter century, all members of the
Comuussion agreed that every sector of the industry must remain
bound by fair and honest practices, including truth in advertising,
accurate disclosure of odds, reliable machines, guaranteed payments
to winners, training of employees, responsible use of credit availability,
and corporate accountability.

MAJOR ISSUES IN GAMBLING TODAY

The following section of the Executrve Summary presents overviews of
each of the key chapters of the Fina/ Repors Major 1ssues within the
current public debate on gambling were introduced. For a complete
understanding of gambling’s complex 1ssues, readers are referred to
the Commussion’s full Fimal Report Clearly, each of the many discrete
segments of the industry-—"destination” castnos, riverboat casinos,
Indian casinos, lotteries, pari-mutuels, “convenience” gambling,
sports wagering, keno, chantable gambling, and Internet gambling—
has 1ts own distinct set of 1ssues, communmties of interests, and bal-
ance sheets of assets and liabilities



118

Regulating Gambling

Most citizens agree that the gambling industry needs to be regulated.
Simply allowing market forces to guide the growth and direction of
gambling 1s seen as a dangerous course of action. Most people also
agree that the government is best suited to protecting the integrity of
gambling games, including keeping organized crime out of gambling
and limiting the number of gambling sites. The key question 1s not
whether the government should regulate gambling but, rather, to
what extent are individual states succeeding in their attempts to regu-
late various forms of gambling and are the “best practices” being
shared and adopted by others?

Gambling 1s regulated primarily at the state level Such regula-
t1on 1s generally in the hands of an appointed independent bedy,
sometimes called a “gambling commuission” or “lottery board ™ Most
state statutes specify the qualifications of the members, their powers,
the scope of their oversight, and regulations to be administered. In
general, gambling regulation 1s designed to protect people’ income, to
preserve the quality of hife for the communuty, to keep the games honest,
and to ensure that citizens are free from criminal activities. It usually
involves licensing of gambling, standards for Licensing, public accessi-
bility, operation of devices and facilities, use of funds, and protection
of employees. Some states also incorporate a starement of the need for
strict regulation as a matter of public policy for the public good.

Government-sponsored gambling includes both state lotteries
and tribal government gambling. (The latter is discussed in the section
below under “Native American Gambling”) Lottery slates are free to
determine for themselves what the administrative oversight for thetr
lotteries will be. Currently, 14 of the 38 government-sponsored lotreries
have placed their operations within the existing administrative structure
of the state. In the remaining 24 jurisdictions, states have established a
separate agency bound by rules different from the rest of the state
government. In some of these jurisdictions, the lottery 1s an independent,
quast-public entity, not bound by the states’ civil service requirements
or their rules for procedure. And in some cases, this independence allows
the lotteries to operate more like independent businesses, with some
of them choosing to conduct full-blown, ghtzy advertising campaigns.
Clearly, as lottery activities have continued to expand over the past two
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decades, the line between the state as regulator and the state as gambling

franchise has grown increasingly nebulous. Indeed, those states running
their own lotteries may be subject to a conflict of interest between the
desire to maximize revenue and the need to promote the public good. The
NGISC views this conflict as a key 1ssue to be resolved by policymakers.

Lotteries have become as much a part of the American scene
as apple pte—and they are marketed as just as benign and wholesome.
State governments—free of the advertising constraints imposed on
commercial gambling—use many forms of media to tout ever-larger
jackpots and to celebrate successful gamblers. The beneficial effects
of the proceeds from lotteries are sumularly oversold. The truth about
lotteries recetves scant attention from most governors and state legisla-
tors. Lotteries, 1n fact, are highly regressive sources of revenue. Players
with household incomes under $10,000 bet nearly three times as
much on lotteries as those with incomes over $50,000. And although
half the adult population plays the lottery in any given year, the
degree of involvement 1s highly heterogeneous. Among those who
played m the last year, the top 5 percent of players accounted for 51
percent of total saless Moreover, the states’ pay-out to players repre-
sents the smallest “win” percentage of any major legal form of betting.
And, since money is fungible and regular taxes are unpopular, research
indicates that lotteres fall far short of their promuse of extra spend-
ing for desirable programs. Close studies of spending in such areas as
education and senior citizens' programs suggest no increase due to
the existence of lotteries.

Like government-sponsored gambling, commercial gambling—
including casino, convenience, pari-mutuel, and sports wagering—1s
also subject to regulation. Casino gambling, in fact, 1s the most highly
regulated component of the industry. Each state gambling commussion
1s authorized to investigate the operation of the casinos in that state,
including the employee work conditions, the conditions for gambling,
the amount of money generated, the legal disposition of the money,
and proper payment of relevant taxes. State gambling commuissions
operate under the presumption that ownership of casinos and man-
agement of gambling operations will be conducted by those surtable
for licensure or other involvement. Regulators usually ate authorized
to conduct background checks and routine oversight of gambling

Charles T Ciotfelter and Phiilp § Gook, State Lottenes at the Tum of the Century Report fo the National Gambling impact Study
Commassion, Apnil 1, 1999
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establishment operations In addition, a state regulatory authority
may extend to oversight of suppliers, distributors, and others who are
involved with gambling enterprises. In Nevada, the State Gaming
Commission plays an important role in every aspect of legalized gambling,
and many states have used Nevada’ regulatory structure as a model.

The regulation of “convenience” gambling—primarly an “elec-
tronic device form” of wagering that ranges from slot machines and
video keno to video poker—has proven difficult. Such regulation
involves licensing, regulation of the placement of machines within an
establishment, age restrictions, regulation of operations, and taxation
of revenues. Most convenience gambling machines, however, are not
located in concentrated spaces, as ts the case with casinos. Instead,
convenience gambling occurs in locations that exist primaridy for
other purposes, such as markets, gas stations, truck stops, bars, taverns,
and even arcades frequented by adolescents, and there appears to be a
gross under-reporting of machines by the owners of many such estab-
lishments. In addition, llegal and quasi-legal EGD%s offering a stmilar if
not identical gambling experience to legal EGDs are widespread in
the bars and fraternal organizations of many states, including West
Virginia, New Jersey, Alabama, lllinois, and Texas.

Sports gambling 1s legal in two states: Nevada, through casino
sports books, and Oregon, through a state lottery game based on games
played in the National Football League. Although sports wagering 1s
generally ilegal, it 15 nevertheless popular. Clearly, it 1s important to
distinguish between a sports bet between two friends and sports wager-
ing conducted as a business, as in the case of recent attempts to take
office pool betting onto the World Wide Web. The NGISC believes
that when wagening is used to alter the outcomes of games or when 1t
threatens the integrity of sports or becomes an illegal business, it
should be prosecuted to the fullest extent of the law.

A central debate within gambling regulation concerns advertising.
On one side of the debate, the American Association of Advertising
Agencies is arguing that in as much as gambling advertising 1s com-
mercial speech, it 1s protected by the First Amendment. Nevertheless,
the Clinton Administration 1s standing by a federal ban on commercial
gambling advertising, citing studies which indicate that gambling adver-
tising contributes to compulsive gambling. In addition, the NGISC
was very troubled by the recent upsurge in state lotteries that have




121

adopted the sophisticated promotional tools of commercial marketing.
In 1997 alone, state lotteries spent $400 million on advertising cam-
paigns, some of which targeted people in impovenished neighborhoods.

Problem and Pathological Gambling

Today, the vast majority of Americans either gamble recreationally and
experience no measurable side effects related to their gambling, or they
choose not to gamble at all. Regrettably, some of them gamble in ways
that harm themselves, thetr families, and their communities. The more
that Americans are presented with opportunities to gamble, the more
concern there 1s about problem and pathological gambling. While the
prevalence and causes of problem and pathological gambling are not
well understood, it 15 clear that millions of individuals fall into these
categories, For whatever reason, they cannot control their urge to
gamble, despite often horrific consequences. Commussion members
were frequently moved by the many testimonies from compulsive
gamblers. They shared heart-wrenching personal stories of the social,
legal, and financial damage they brought upon themselves and their
families. Problem and pathological gambling affects not only the
problem or pathological gambler and his or her family but also broader
soctety. Such costs include unemployment benefits, welfare benefits,
physical and mental health problems, theft, embezzlement, bankrupt-
cy, suicide, domestic violence, and child abuse and neglect.

Unfortunately, public awareness of pathological gambling is a
relatively new phenomenon. Only 1n recent years has the medical
communitys attention been drawn to the investigation and diagnosis
of this problem. Furthermore, treatment programs for problem and
pathological gambling are in their infancy.

Despite 1ts impact on millions of Americans, including young
people, very little research exists on pathological gambling. In response,
the NGISC funded top research organizations to gather evidence on
gambling and addictive behavior. One organization, the National
Opinion Research Center (NORC) at the University of Chicago, was
hired to collect new information on gambling behavior. They interviewed
2,417 adults via telephone, 530 adults in gambling facilities, and 534
adolescents via telephone. NORC collected information from 100
communities, contrasting those near gambling facilities with those
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far away. Additionally, NORC conducted case studies in 10 of these
communities in which they interviewed 7 or 8 community leaders
regarding their perceptions. Another organization, the National Research
Council (NRC) of the National Academy of Sciences, conducted a
review of the available literature, which covered 4,000 gambling-related
references, including 1,600 related specifically to problem or pathologi-
cal gambling. Taken together, the NORC and NRC studies provide
more hard research data and general information on pathological
gambling than have ever before been available.

The greatest challenge in crafting a set of recommendations in
response to the issue of pathological gambling concerns the debate on
the precise definition and prevalence of the problem. There are many
differences of opinion. The American Psychiatric Association (APA),
considered an authoritative source on mental problems, has attempted
to bring order to the labeling of gambling behaviors by creating diagnostic
criteria for pathological gambling. APA describes pathological gambling
as “persistent and recurrent maladaptive gambling behavior that disrupts
personal, famuly, or vocational pursuits. The gambling pattern may be
regular or episodic, and the course of the disorder is typically chronic.”
With regard to pinpointing problem and pathological gambling prevalence,
the core of the confusion stems from the timeline used in various
studies. Such timelines range from “lifetime” to “past-year” measures.
On the one hand, lifetime estimates run the risk of overestimating the
problem and/or pathological behavior, because those estimates will
include people who have gone into recovery and who no longer manifest
the symptoms. On the other hand, past-year measures may underestimate
the problem, because this number can include people who continue to
manifest pathological gambling behaviors but who may not have met
the APA diagnostic criteria within the past year. As a result, problem
and pathological gambling estimates in 17 states where surveys have
been conducted range from 1.7 all the way up to 7.3 percent of adults.

Perhaps most troubling to the NGISC was the challenge of
estimating the costs involved in problem gambling. Clearly, the extent
of personal consequences on the pathological gambler and his or her
family may be severe, including domestic violence, child abuse, and
financial hardships. The NORC study estimated that problem and
pathological gamblers account for 15 xpercent of the dollars lost gam-
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bling. But beyond dollar amounts, how does one quantify a divorce, a
loss of life savings, or worse, a gambling-induced suicide?

Despite their differences on the definition of pathological
gambling, its prevalence, and its costs, the members of the NGISC
were unanmmous n their conclusion that a serious pathological gambling
problem exists and that 1t must be addressed aggressively by policy-
makers at all levels. Current responses to the problem mclude efforts
by the National Council on Problem Gambling and ongoing research
at various universities. Perhaps surprising to some, the largest source
of funding for research on problem and pathological gambling is the
commercial casino industry. In addition, the pari-mutuel industry, as
well as several states and tribal governments, has made contributions
to gambling treatment programs and other organizations that deal with
mental health ssues and addiction.

The NGISC stands firm 1n 1ts conviction that further research
on problem and pathological gambling must be conducted and 1t 1s
important to aggressively seek to prevent and treat these disorders.
Finally, the Commission believes that a major portion of the responsi-
bulity for addressing the problem of pathological gambling must be
borne by the states that sponsor gambling.

Native American Tribal Gambling

The NGISC established a Subcommuttee on Indian Gambling to sup-
plement the full Commission’s work in this area. Six formal hearings
were held around the country and with the assistance of the National
Indian Gaming Association (NIGA), the Subcommittee received tes-
timony from 100 tribal members representing more than 50 tribes
across the nation.

Large-scale Indian casino gambling 1s barely a decade old. Its
origins trace back to 1987, when a landmark Supreme Court decision,
in effect, limited the ability of the states to regulate commercial gambling
on Indian reservations. In order to provide a regulatory framework
for Indian gambling, Congress passed in 1988 the IGRA. The IGRA
provides a statutory basis for the regulation of Indian gambling. It
specifies several mechanisms and procedures, including the requirement
that the revenues from gambling be used to promote the economic
development and welfare of the tribe. For most forms of casino gam-
bling—which the IGRA terms “Class III"” gambling—the IGRA requires
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tribes to negotiate a compact with the respective states. It 1s this leg-
wslative provision that has been a continuing source of controversy.

From 1988, when the IGRA was passed, to 1997, tribal gambling
revenues grew more than thirtyfold, from $212 million to $6.7 billion.
By comparison, the revenues from non-Indian casino gambling rough-
ly doubled over the same period. As was the IGR A5 intention, gam-
bling revenues have proven to be a very important source of funding
for many tribal governments, providing much-needed improvements to
the health, education, and welfare of Native Americans on reservations
across the United States. Nevertheless, Indian gambling has not been a
panacea for the many economic and soctal problems that many Native
Americans continue to face.

Under the U.S. Constitution and subsequent laws and treaties,
Native Americans enjoy a unique form of sovereignty. However, two
centuries of often contradictory federal court decisions and congres-
stonal legislation have kept the definition and boundaries of tribal
sovereignty in flux. Differing perspectives on the nature and extent
of that sovereignty—in particular, the relationship of Indian tribes to
the state governments in which they reside~lie at the heart of nearly
all disputes over Indian gambling. In the view of some observers, tribal
sovereignty is extensive and at least on par with that of states. Others
contend, however, that tribal sovereignty is far more restricted in scope.
(The complex historical roots of these differing perspectives are dis-
cussed in detal in the Commission’s Final Report.)

What is not disputed is the federal government’s responsibility
for the welfare of the Indian tribes and their members. The Supreme
Court articulated this relationship to be a “trust relationship,” like a
“ward to his guardian.” In this regard, the federal governments record
has been poor. According to U.S. government figures, rates of poverty
and unemployment among Native Americans are the highest of any
ethnic group in the United States, while per capita income, education,
home ownership, and similar indices are among the lowest.

Given the often-opposed viewpoints between tribes and state
governments, [IGR As requirement that the two parties negotiate com-
pacts for Class II] gambling has been the source of mounting tension
and stalemates. Many states complain that the federal government
does not actively enforce the IGRA on the reservations and that the
states are unable to enforce it on their own; that the IGRA requires
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states to negotiate in good faith, but does not place the same requuire-
ment on tribes; and finally, that the scope of permussible gambling
activities 1s not clearly defined under IGRA. And while many
acceptable tribal-state compacts have been successfully negotiated,
several tribes have opened Class Il casinos without compacts (e.g,
California, Florida, and Washington). States refer to such gambling
outlets as “illegal” gambling; the tribes rerm 1t “uncompacted” gambling.
In a recent attempt to resolve the tribal-state disputes regard-
ing compacts, the Bureau of Indian Affairs published an *Advance
Notice of Proposed Rulemaking” (ANPR) on May 10,1996 The key
element of the ANPR 15 a provision that would allow the Secretary
of the Interior to approve a tribe’s request to operate gambling facih-
ties, even if the state and tribe had been unable to agree on a compact.
At ts July 29,1998, hearing in Tempe, Arizona, the NGISC voted to
send a letter to the Secretary of the Interior requesting that he defer
1ssuance of a final rule, pending the completion of the Commussion’s
Final Report. However, on April 12,1999, shortly after the expiration of
a legislative ban imposed by Congress prohibiting the Secretary of
the Interior from approving any Class 11l compacts without the prior
approval of the affected states, the Department published its final
rule, in effect implementing the proposed procedures. This measure
was almost immediately challenged 1n federal court by the states of
Florida and Alabama, which sought to block the new rules from taking
effect. Absent congressional action, the resolution of this problem
will almost certainly become the responsibility of the federal courts.

Internet Gambling

Technology 1s revolutionizing the gambling industry as we know it.
As the Internet continues to grow, so too does the popularity of on-line
wagering. Seemingly overnight, all forms of gambling have become
accessible to every home and every individual 24 hours a day. But how
prepared is the nation for thiskind of evolution within the gambling
industry? How will children’ access to Internet gambling be monitored?
How will gambling regulators—indeed, how will any of our lawmakers—
keep pace, in theory and 1n practice, with the exponential growth of
EGD’s and on-ine betting? The recent explosion of Internet gambling
poses sertous legal, economic, and social concerns. One researcher
estimates that in 1997, there were approximately 6.9 million potential
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Internet gamblers and Internet gambling revenues of $300 million. By
1998, there were an estimated 14.5 million potential Internet gamblers
and Internet gambling revenues of $651 million. Today’s Internet gam-
bling sites feature dazzling interactive games. They broadcast races in
real-time video. They walk their customers through “virtual” tours of
casinos with music playing in the background. Most gambling sites of fer
casino-style gambling; others of fer lotteries and bingo. There are an esti-
mated 110 sports-related gambling sites offering on-line tournaments
and sweepstakes with a special attraction to young gamblers.

The legalities of gambling in cyberspace are unclear. Statute 18
U.S.C51084, the law most frequently cited in reference to Internet
gambling, was written before the World Wide Web was invented It
uses the phrase “wire communications ” But does the Internet, soon to
employ aspects of satellite technology, fall within the domain of wire
commurmcations! And does the word “contest,” also used 1n Statute 18
US.C51084, apply to Internet bingo, lotteries, and casino-style games?
What are the legal jurisdictions when it comes to Internet gambling?
Where are the bets and wagers actually taking place? At the point of
financial transaction? At the site where the person downloads a Web
page on a personal computer? Is gambling via the Internet protected
by the First Amendment as an act of free speech or 1s it primarnily a
commercial enterprise? These unanswered questions may lead some
Internet gamblers to believe that the traditional rules of honesty and
financial accountability no longer apply.

Gambling on the Internet 1s especially enticing to youth, patho-
logical gamblers, and criminals. There are currently no mechanisms in
place to prevent youths—who make up the largest percentage of Internet
users—from using their parents’ credit card numbers to register and
set up accounts for use at Internet gambhing sites. For pathological
gamblers, the Internet’s anonymity provides a shield from public scrutiny,
a ticket to traverse unchecked through scores of gambling web sites
24 hours per day. Dr. Howard }. Shaffer, director of addiction studies
at Harvard, likens the Internet to new delivery forms of addictive
drugs: “As smoking crack cocaine changed the cocaine experience,
think electronics 1s going to change the way gambling is experienced.”
Finally, Internet gambling can provide a nearly undetectable harbor
for criminal enterprises. Since Internet “servers” for gambling opera-
tions are physically located offshore, dishonest gambling operators can
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eastly steal the “winnings” by taking credit card numbers and money
from deposited accounts and then, within 2 matter of minutes, move
a gambling site or close it down altogether Computer hackers can
tamper with software and manipulate games to their benefit. And
money launderers need only to deposit their money into an offshore
account, use the funds to gamble, lose a small percentage of the onigi-
nal funds, then cash out the remaining funds.

Last year Congress introduced legislation to address Internet
gambling Efforts to regulate an industry whose parameters have yet
to be defined could be premature and unwarranted. Furthermore,
regulation of Internet gambling would likely involve large costly reg-
ulatory bodies within each state that would take away the anonymuty

of Internet users through registration
processes Alternatively, total prohibition
of gambling on the Internet, a proposition
unanimously endorsed by every member
of the NGISC, would provide law enforce-
ment with the addiional authority 1t
needs to prosecute dishonest operators In
addition, a total ban on Internet gambling
would prevent improper endorsements by
the U.S. government of what are often
questionable of fshore gambling operations

Gambling’s Impact on
People and Places

The proponents of gambling tend to stress
its economic benefits. Opponents tend to
point to 1ts soctal costs. In fact, there are
both significant benefits and significant
costs. Communities that embrace gambling,
and the areas that surround them, experr-
ence both gambling’s negative and positive
impacts The key question 1s this: How do
gambling’ benefits measure against its
costs’ Even after the NGISC's 2 years of
extenstve research, the question cannot be

When the casinos
came to Aflantic City
i gof employed as a
pantry person mak-
ing sandwiches.
Then the casino sent
me to school to fur-
ther my education in
the culinary field. |
became a cook,
shortly thereafter a
relief cook, making
money that I didn’t
imagine I could be
making and being
able to provide for
my family. ‘:; %
—Sydney Meadows
Cook

Atlantic City Showboat
Atlantic City, New Jersey



I’'m so glad to be
part of the union
gaming industry.
Thanks to it, | don’t
need fo depend on
welfare anymore,
and 1 can give my
family anything
they need. And | can
give them a better
life and a prosper-
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definitively answered. The overall amount of
high-quahity and relevant research 1n this area
is st1ll extremely himited. Indeed, much of the
previously existing research 1s flawed by insuffi-
ctent data, poor or underdeveloped methodology,
or researchers’ biases. However, even without a
complete range of measurements, the NGISC
has begun the process of determining the nez
tmpact of gambling, Policymakers at all levels of
government are urged to review the Commuission’s
analyses and to evaluate and critically test gam-
bling’s costs and benefits within their own
commumties 1o that end, the NGISC offers

policymakers a process as well as qualitative
and quanttative factors to consider as they
assess the true benefits and costs of gambling
The NGISC suggests that policymakers
consider a number of caveats First, social and
economic impacts are not easily severable.
Employment, for instance, 1s both an economic

ous future.

—Silvia Amador

Guest Room Attendant
Las Vegas Hilton Hotel
and Casino

“} have worked at the Hollywood Park Casino for the last four years. |
am married and I have a beautiful family. | am the father of six children.
1 came to California sixteen years ago, and 1 got o job at the International
House of Pancakes where | worked for twelve years as a cook for $7.00
an hour. In those twelve years I never received a raise; never hod a
wacation, and never was offered family health insurance. When my chil-
dren got sick, I had to take them to a local clinic and pay cash for all the
expenses. I never had time for my family. | worked 14 or 15 hours a
day, seven days a week just to be able to support them. But now I am
working at the Hollywood Park Casino, the first union casino in Southern
California. As a lead cook | make $12.00 an hour, $5.00 more an hour

than 1 used to make. And now I have affordable health insurance, and
I can count on having regular days off to spend with my family. Before,
1 had to worry about our future, but now I have job security and most
importantly | have respect and a voice on my job.”

~Carlos Alvarenga
Hollywood Park Casino, Eglewood, California
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In 1994 Ellen Cantor experienced a mid-life crisis of sorts. She was at
the top of her field, earning $90,000 a year as a controller for a home
care agency. But Cantor, a self-described “nice Jewish girl from New
York,” wanted a change. She cashed in her 401K plan, withdrew her
substantial savings, and she and her soon-to-be husband packed up
everything and headed to “the land of opportunity”—lLas Vegas. Once
there, they visited the casinos frequently—he played the horses, and she
played blackjack. They both found jobs they enjoyed. For two years, life
was good. Then Cantor discovered video poker. Before then, Cantor used
to chuckle at the people playing video poker in the convenience stores
and supermarkets. “Don’t they have a life?” she wondered. Her husband
tried to warn her. “That stuff is video crack. You are never going to get
away from it.” He was right; she couldn’t. Cantor “won” over $1 mil-
lion af one casino on video poker—but of course losing far more there and
at the other casinos she frequented. She began stealing from her com-
pany. Her husband finally left. Cantor sought help at Gamblers Anonymous
meetings, but the opportunity to gamble remained ever present. The pull
was too strong. Cantor knew she had to get away. She left her clothes,
furniture—everything—in the apartment and drove back to New York
City. She was so broke she had to write hot checks to cover expenses on
the trip. The support of family and « GA group in New York has seen her
through recent months. She thinks often of the hundreds of others she
met in Las Vegas whose lives were similarly destroyed by a gambling
addiction. She worries, though, about the rapid spread of gambling across
America. What if video poker was to come to New York? “I know I don’t
have another recovery left in me,” she says. “I will never set foot in
Vegas again, because | know I’'m not strong enough not to gamble.”
~—fllen Cantor
New York City

and social benefit. Likewise, crime 1s both an economic and social
cost. Second, it is extremely difficult to quantify social costs and ben-
efits. For example, a casino job mught not be considered a true bene-
fit, because other jobs may be available. Likewise, bankruptcy muight
not be considered a true cost, because in the eyes of economusts, the
dollars are merely transferred. But in the context of real people lead-
ing real lives, the lens through which policymakers must view the
gambling issue, a casino job, complete with benefits, might be an indi-
vidual family’s saving grace. And to the individual famuly that must



I would like to tell
[the advocafes of]
video poker what it
has done for me, |
am now a “single’
parent with one
small income and
two small children,
one of who doesn‘t
even remember ever
seeing his daddy
outside of prison
gates. Anyone who
thinks that video
poker isnt addictive
or harmful needs

to walk a mile, or
even a step, in my
shoes.

~Susan”
Greenville, South
Carolina

| was a good family
man, a good man in
my church and o
good businessman
but after gambling
in Atlantic City, 1
turned into o thief
and a bum. & =

—Dominick Fiorese
New Jersey
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endure 1t, bankruptcy 1s indeed a crisisand a
cost to be borne Third, what society terms
“the gambling industry” actually involves seg-
ments that are quute different from one another.
“Destination” casino resorts, for example, bear
little resemblance to “convenience” gambling.
The former provides numerous jobs, restau-
rants, shopping, and entertainment as well as a
number of games in a highly regulated setting.
The latter tnvolves a relatively small number
of games, creates few or no jobs, 1s far less regu-
lated, and fails to create significant beneficial
economic tmpact.

Legalized gambling has unquestionably
had certain positive economic effects in some
of the communtties tn which it has been intro-
duced. Hundreds of employees in several cities
enthustastically described to the Commussion
the new and better jobs they had obtained
with the advent of casinos. They described the
homes and cars they had been able to purchase
and the health and retirement benefits that they
had obtained by going to work for the casinos.
In other locations, tribal members testified
that the advent of casinos on tribal lands had
provided jobs where none had existed before and
that casinos had made possible improved hospital
and chinic factlities and schools for the benefit
of their children. Several tribal representatives
testified that gambling revenues are providing
tribes with enough resources to make mvestments
in other industries and enterprises.

Regarding the quantifiable economic
benefits of legalized gambling, the Commusston
heard testimony that 1n 1995 the industry posted
revenues of between $22 bithon and $25 billion,
paid a total of $2.9 billion 1n taxes, directly
employed 300,000 people, and paid $7 3 billion




131

in wages and salaries In 1996, 83 percent of Atlantic City’s unionized
casino workers recerved employer-pard family health insurance,
almost twice the percentage of New Jersey and U.S. service workers
with family coverage. In 1993, 95 percent of Atlantic City’s unionized
casino workers were earning pension benefits, compared with 45 per-
cent of the private sector force nationally The pari-mutuel horse-rac-
ing industry reported revenues of $3 25 billton and employed approx-
imately 119,000 people

But there were other factors brought to the attention of the
NGISC. In Atlantic City and elsewhere, small business owners testi-
fied to the loss of their businesses when casinos came to town. Other
citizens testified to the lack of job security they had encountered in
tribal casinos as well as the absence of federal and state antudiscrimi-
nation laws and the lack of workers’ compensation benefits In one
of the surveys contracted by the NGISC, NORC conducted case
studies in 10 communtties in which they interviewed 7 or 8 community
leaders regarding their perceptions Respondents in five of the nine
communities cited new employment opportunities as a “very positive
advantage.” However, respondents in the other four communities
indicated that unemployment remained a problem despite former
hopes to the contrary

Much of the analysis of the economic effects of gambling s,
in fact, poorly developed and incomplete Almost all of the studies
have been conducted by interested parties. These typically have gone
no further than to estimate local jobs and income from the gambling
mdustry. But since the economic effect of an activity 15 11s value
added above what the same resources would be adding to value if
employed elsewhere, these studies are deficient and may mislead
readers to conclude that the introduction of gambling activities in
an area will result m significant benefits without attendant costs,
costs which may, in fact, overwhelm the benefits Without an esti-
mate of the opportunity cost of the resources used in gambling, the
NGISC can generate no meaningful estimate of its net effect.
Furthermore, the social costs of gambling are so important to regula-
tory decisions that even an accurate estimate of the net income gen-
erated by the gambling industry would constitute only the start of a
full cost-benefit analysis. No one—not tribal leaders, governors, may-
ors, or citizens—should make, or should be forced to make, a decision
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regarding gambling in rthetr community without a thorough and
accurate assessment of both econonue and soctal costs

The sad fact 1s that many policymakers have been forced to
make decisions about expanding gambling with virtually no credible
studies to rely on and, at best, only an assessment of the perceived
social impacts Indeed, the social impacts of gambling are even less well
documented than the economic impacts However, even it there were
not a lack of research in this area, Commissioners found themselves at
a loss when it came to quantifying the emotional damage suffered by
milhions of pathological gamblers and therr families How does one
quantify the tragic actions of the 16-year-old boy in Atlantic City who
slit his wrists after losing $6,000 on Jortery nickets? How does one cate-
gorize the deaths of the middle-aged couple from Joliet, llinos, whao
comnutted swctde afrer the wife accumulated $200,000 in casino
debt? How can one calculate the “cost™ of the two enildren that died
while locked 1n cars as their parents o caregivers ambled in nearhy
castnos’ [t was these hudden costs—the emotional costs of problem and
pathelogical gambling behavior—that concerned the NGISC far more
than the anrual dollar expense of problem and parhological gamblers

The NGISC recognizes that sume policymakers and citizens
have struggled and will continue to struggle with gambiing’s often
conflicting impacts. The net etfect of gambling on peuple and places
is clearly an immensely complicated 1ssue It demands not only consid-
erably more research but also the highest powers of judgment by both
citizens and leaders

Future Research Needs

To date, the NGISC’ congressionally mandated research program,
conducted by NORC, the Cook-Clotfelter team, and NRC, has
achieved two valuable goals. First, useful data have been developed
that will be immediately helpful to federal, tribal, and state officials.
Second, after careful reflection on the existing research, the
Commussion has set forth an aggressive agenda for future research
based on what we need to know about gambling’s impact on our lives.
The need for quality research on gambling 1s urgent, especially
because of profound changes now occurring within the gambling
industry. Chief among these s the blurring of the traditional lines
that once clearly defined each segment of the industry. States are
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granting horse-racing track owners the right to install slot machines
at tracks State-run lotteries are becoming more interstate 1n character.
The number of gambling venues continues to multiply. Today, eight
states allow betting on horse racing from home. And if gambling
conttnues to prohferate unchecked, every American in the immed:-
ate future will be able to play a high stakes game from anywhere over
the Internet. Secondly, the public, Congress, and tribal and state lead-
ers are debating gambling 1ssues, both within the political arena and
the private sector, without grounding their perspectives in an objec-
tive body of available knowledge. Policymakers, and indeed all
Americans, deserve to have access to impartial data from which to
develop sound judgments

To that end, the NGISC recommends that Congress and the states
set forth two comprehensive gambling research agendas The following
are summeries of the recommended agendas. (Complete detailed agendas
are presented within the “Future Research” chapter of the Fina/ Report )

The NGISC recommends that Congress adopt a general research
strategy to build a knowledge base of gambling behavior and 1ts con-
sequences on individuals and communities Such a strategy would
add “gambling components” to existing data sets being collected by fed-
eral agencies and national institutes on related areas. The Commussion
recommends, for example, that Congress direct the Department of
Justice and the Department of Health and Human Services to add
gambling components to rheir existing surveys, including the National
Household Survey on Drug Abuse and the Arrestee Drug Abuse
Monttoring System Such a strategy would also include the addition
of longitudinal and cross-sectional research on the general population
and major subgroup populations sumular to that being conducted m the
area of substance abuse Recommended research studies would focus
on the prevalence of gambling behaviors, including pathological gambling
and gambling by adolescents, as well as the prevention and treatment
of problem and pathological gambling In addition, the Commussion
recommends that Congress request the National Science Foundation
to establish a multidisciplinary research program on the social and
economic impacts of legal gambling i the United States, including
the benefits associated with legalized gambling as well as its costs

Although many aspects of the private sector gambling mndus-
try have become international, national, or regional, state-specific
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research on gambling is indispensable. The regulation of most legal
garnbling forms has been, and will continue to be, under the purview
of state governments. States must be fully informed by quality research
to make decisions as to whether gambling should be mitiated, expanded,
limited, or terminated. To that end, the Commission recommends that
governors and state legislatures: (1) authorize and fund every 4 years
an objective study of the prevalence of problem and pathological gam-
blers among therr states' residents; (2) fund research, public awareness
education, and prevention and treatment programs for those who are
or are likely to become problem or pathological gamblers among their
restdent populations; and (3) as a condition of the granting of a license
to operate a gambling factity or to sell goods or services to a gambling
facility, the licensee provides full cooperation in any research under-
taken by their states to fulfill the legislative intent of federal and state
statutory policy

Recommendations

CHAPTER 3. REGULATING GAMBLING

3-1 The Commuission recommends to state governments and the feder-
al government that states are best equipped to regulate gambling
withm their own borders with two exceptions—tribal and Internet
gambling. (See separate recommendations on tribal and Internet
gambling in thetr respective sections.)

3-2The Commuission recommends that all legal gambling should be
restricted to those who are at least 21 years of age and that those
who are under 21 years of age should not be allowed to loiter in aress
where gambling activity occurs

3-3The Commussion recommends that gambling “cruises to nowhere”
should be prohibited unless the state from which the cruise origi-
nates adopts legislation specifically legalizing such cruises consis-
tent with existing law.

3-4The Commussion recommends that warnings regarding the dan-
gers and 1isks of gambling, as well as the odds where feasible, should
be posted in prominent locations in alt gambling facilities.

3-5The Commussion recognizes the difficulty of campaign finance
reform in general and an industry-specific contribution restriction
in particular. Nonetheless, the Commussion believes that there are
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sound reasons to recommend that states adopt tight restrictions
on contributions to state and local campaigns by entities—corpo-
rate, private, or tribal—that have apphed for or have been granted
the privilege of operating gambling facilities.

3-6 The Commussion received testimony that convenience gambling,
such as electronic devices in neighborhood outlets, provides
fewer economic benefits and creates potentially greater social
costs by making gambling more available and accessible
Thertefore, the Commuission recommends that states should not
authorize any further convenience gambling operations and
should cease and roll back existing operations

3.7 The Commussion recommends that betting on collegrate and ama-
teur athletic events that 1s currently legal be banned altogether.

3-8 The Commussion recommends that in states where there 1s little
regulatory oversight for organizations contracted to help manage
or supply the lottery, states should put all individuals, entities,
and organizations involved with managing or supplying the lot-
rery through a rigorous background check and licensing process

3-9 The Commuission recommends to states with lotteries that the
states should publicly develop and review model regulations for
theur lottery 1n the form of “best practices,” designed to be adopt-
ed legislatively.

310 The Commussion urges states with lotteries to not allow instant
games that are simulations of live card and other casino-type
games. Generally, the outcome of an mstant game 1s determined
at the point of sale by the lottery termnal that 1ssues the ticket

3-11 The Comirmussion recommends that all relevant governmental gam-
bling regulatory agencies should ban aggressive advertising
strategies, especially those that target people in impoverished
neighborhoods or youth anywhere.

3-12 The Commusston recommends that states should refuse to allow
the introduction of casino-style gambling into pari-mutuel facili-
ties for the primary purpose of saving a pari-mutuel facility that
the market has determined no longer serves the community or
for the purpose of competing with other forms of gambling.
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3-13 The Comnussion recommends to state and tribal governments,
the NCAA, and other youth, school, and collegiate athletic organt-
zations that because sports gambling 1s popular among adolescents
and may act as a gateway to other forms of gambling, such organi-
zations and governments should fund educational and prevention
programs to help the public recognize that almost all sports gambling
is illegal and can have sertous consequences. The Commussion
recommends that this effort should include public service announce-
ments, especially during tournament and bowl game coverage.
The Commussion recommends that the NCAA and other ama-
teur spotts governing bodies adopt mandatory codes of conduct
regarding sports gambling education and prevention. The
Commussion also calls upon the NCAA to organize America’s
research universities to apply their resources to develop scientific
research on adolescent gambling, sports gambling, and related research.

3-14 The Commuisston recommends that each gambling operation,
state lottery, tribal government, and associations of gambling organ-
1zations voluntarily adopt and then follow enforceable advertising
guidelines. These guidelines should avoid explicit or implicit appeals
to vulnerable populations, including youth and low-income neigh-
borhoods. Enforcement should include a mechanism for recogniz-
ing and addressing any citizen complaints that might arise regard-
ing advertisements. Additionally, the Commission recommends
that Congress amend the federal truth-in-advertising laws to
include Native American gambling and state-sponsored lotteries.

3-15 The Commisston recommends that Congress should delegate to
the appropriate federal agency the task of annually gathering data
concerning lottery operations in the United States, including volume
of purchase; demographics of lottery players and patterns of play
by demographics; nature, content, accuracy, and type of advertis-
ing spending regarding problem and pathological gamblers;
spending on regulation; and other relevant matters.

316 The Commission recommends that states and tribal governments
should conduct periodic reassessments of the various forms of
gambling permitted within their borders for the purpose of deter-
mining whether the public interest would be better served by
himiting, eliminating, or expanding one or more of those forms.
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317 The Commussion recommends that federal, state, and tribal gambling
regulators should be subject to a cooling-off period that prevents them
from working for any gambling operation subject to their juris-
diction for a pertod of 1 year. Federal, state, or tribal lottery employees
should be subject to a cooling-off period that prevents them from
working for any supplier of lottery services for a period of 1 year.

3-18 The Commussion recommends that jurisdictions considering the
mtroduction of new forms of gambling or the significant expan-
sion of existing gambling operations should sponsor comprehen-
sive Gambling Impacts statements. Such analyses should be con-
ducted by qualified independent research organizations and
should encompass, 1n so far as possible, the economuc, social, and
regional effects of the proposed action.

319 The Commission recommends that states with lotteries reduce
their sales dependence on low-income neighborhoods and heavy
players in a variety of ways, including imiting advertising and
number of sales outlets in low-income areas.

320 The Commission recommends that states with lotteries create a
private citizen oversight board. The board would make data-
based policy decisions on types of games to offer, marketing
strategies to follow, etc.

3-21 The Commission recognizes that lotteries and convenience gambling
may play a significant role in the development of youth gamblers.
Further, with respect to all forms of legal and illegal gambling, the
Commusston recommends that all relevant governmental gambling
regulatory agencies enact and enforce harsh penalties for abuse
1n this area involving underage gamblers. Penalties and enforcement
efforts regarding underage gambling should be greatly increased.

3-22 Heavy governmental promotion of lotteries, largely located in
neighborhoods, may contribute disproportionately to the culture of
casual gambling in the United States. The Commussion, therefore,
recommends that states curtail the growth of new lottery games,
reduce lottery advertising, and limit locations for lottery machines.

CHAPTER 4. PROBLEM AND PATHOLOGICAL GAMBLING
The Commission respectfully recommends that all governments

take every step necessary to implement all relevant components
of the recommendations listed here before lotteries or any other
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form of legalized gambling is allowed to operate or to continue to
operate. Such requirements should be specifically itemized ina
state statute as applicable to a state-run lottery. Similarly, such
requirements should also be specified and made applicable for
inclusion in tribal government law and tribal-state compacts.

The Commission respectfully recommends that all relevant gov-
ernmental gambling regulatory agencies require, as a condition of
any gambling facility’s license to operate, that each applicant
adhere to the following:

- Adopt a clear mission statement as to applicant’s policy on
problem and pathological gambling.

— Appotnt an executive of high rank to execute and provide
ongoing oversight of the corporate mission statement on
problem and pathological gambling.

— Contract with a state-recognized gambling treatment profes-
sional to train management and staff to develop strategies for
recognizing and addressing customers whose gambling behavior
may strongly suggest they may be experiencing serious to
severe difficulties.

— Under a state “hold harmless” statute, refuse service to any
customer whose gambling behavior convincingly exhibits
indications of a gambling disorder.

— Under a state “hold harmless” statute, respectfully and confi-
dentially provide the customer (as described above) with written
information that includes a state-approved list of professional
gambling treatment programs and state-recognized self-help groups.

— Provide insurance that makes available medical treatment for
problem and for pathological gambling facility employees.

4.2 The Commission recommends that each state and tribal govern-

ment enact, if it has not already done so, a gambling privilege tax,
assessment, or other contribution on all gambling operations within
its boundaries, based upon the gambling revenues of each operation.
A sufficient portion of such monies shall be used to create a dedicat-
ed fund for the development and ongoing support of problem
gambling-specific research, prevention, education, and treatment
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programs. The funding dedicated for these purposes shall be suf-
ficient to implement the following goals:

— Undertake biennial research by a nonpartisan firm expeni-
enced 1n problem-gambling research to estimate the preva-
lence of problem and pathological gambling among the gener-
al adult population. Specific focus on major subpopulations
mecluding youth, women, elderly, and minority group gam-
blers should also be included. An estimate of prevalence
among patrons at gambling facilities or outlets 1n each form
of gambling should also be included.

— Initiate public awareness, education, and prevention pro-
grams aimed at vulnerable populations. One such purpose of
such programs will be to intercept the progression of many
prablem gamblers to pathological states.

— Identify and maintain a hist of gambling treatment services
avatable from hcensed or state-recognized professional providers,
as well as the presence of state-recognized self-help groups

— Estabhish a demographic profile for treatment recipients and
services provided, as state and federal laws permit. Develop a
treatment outcome mechanism that will compile data on the
efficacy of varying treatment methods and services offered,
and determine whether sufficient professional treatment s
available to meet the demands of persons in need.

— When private funding 1s not available, subsidize the costs of
approved treatment by licensed or state-recognized gambling
treatment professionals for problem and pathological gamblers
as well as adversely affected persons. Additionally, such funds
shall ensure that persons 1n need of treatment can recerve neces-
sary support based upon financial need. Treatment cost reim-
bursement levels and protocols will be established by each state.

4-3 Despite the fact that pathological gambling 15 a recognized medical
disorder, most insurance companies and managed care providers
do not retmburse for treatment. The Commussion recommends
to states that they mandate that private and public insurers and
managed care providers identify successful treatment programs,
educate participants about pathological gambling and treatment
options, and cover the appropriate programs under their plans
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4-4 The Commusston recommends that each gambling facility must
implement procedures to allow for voluntary self-exclusion,
enabling gamblers to ban themselves from a gambling establish-
ment for a specified period of time.

4-5 The Commuission recommends encouraging private volunteerism
of groups and associations working across America to solve problem
gambling, especially those involving practitioners who are trying
to help people who are problem gamblers. This should include strate-
gically pooling resources and networking, drawing on the lists of
recommendations these organizations have presented to the
Commission, and working to develop uniform methods of diagnosts.

4-6 The Commussion recommends each state-run or approved gambling
operation be required to conspicuously post and disseminate the
telephone numbers of at least two state-approved providers of
problem-gambling information, treatment, and referral support services.

CHAPTER 5. INTERNET GAMBLING

51 The Commussion recommends to the President, Congress, and the
Department of Justice (DOJ) that the federal government should
prohibit, without allowing new exemptions or the expansion of
existing federal exemptions to other jurisdictions, Internet gambling
not already authorized within the United States or among parties
in the United States and any foreign jurisdiction. Further, the
Commussion recommends that the President and Congress direct
the DOJ to develop enforcement strategies that include, but are
not limited to, Internet service providers, credit card providers,
money transfer agencies, makers of wireless communications systems,
and others who intentionally or unintentionally facilitate Internet
gambling transactions. Because 1t crosses state lines, 1t is difficult
for states to adequately monitor and regulate such gambling.

52 The Commuission recommends to the President, Congress, and
state governments the passage of legislation prohibiting wire
transfers to known Internet gambling sites or the banks who rep-
resent them. Furthermore, the Commuission recommends the pas-
sage of legislation stating that any credit card debts incurred
while gambling on the Internet are unrecoverable.

5-3 The Commission recognizes that current technology is available
that makes 1t possible for gambling to take place in the home or
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the office without the participant physically going to a place to
gamble. Because of the lack of sound research on the effects of
these forms of gambling on the population and the difficulty of
policing and regulating to prevent such things as participation
by minors, the Commisston recommends that states not permit
the expansion of gambling into homes through technology and
the expansion of account wagering.

The Commission recommends to the President and Congress
that because Internet gambling is expanding most rapidly
through offshore operators, the federal government should take
steps to encourage or enable foreign governments not to harbor
Internet gambling organizations that prey on U.S. citizens.

CHAPTER 6. NATIVE AMERICAN TRiBAL GAMBLING

61

62

63

The Commission acknowledges the central role of the NIGC as
the lead federal regulator of tribal governmental gambling. The
Commussion encourages Congress to assure adequate NIGC
funding for proper regulatory oversight to ensure integrity and
fiscal accountability. The Commission supports the NIGC’s new
Minimum Internal Control Standards, developed with the help
of the National Tribal Gaming Commissioners and Regulators,
as an important step to assure such fiscal accountability. The
Commission recommends that all tribal gaming commissions
work to ensure that the tribal gambling operations they regulate
meet or exceed these minimum standards and the NIGC focus
spectal attention on tribal gambling operations struggling to
comply with these and other regulatory requirements.

The Commission recommends that IGR A classes of gambling
must be clearly defined so that there is no confusion as to what
forms of gambling constitute Class Il and Class Il gambling activi-
ties. Further, the Commission recornmends that Class Il gambling
activities should not include any activities that are not available to
other citizens, entities, or organizations in a state, regardless of
technological similarities. Indian gambling should not be incon-
sistent with the state’s overall gambling policy.

The Commission recommends that labor organizations, tribal
governments, and states should voluntarily work together to ensure
the enforceable right of free association—including the right to
organize and bargain collectively—for employees of tribal casinos.
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Further, the Commussion recommends that Congress should enact
legislation establishing such worker rights only if there 1s not substantial
voluntary progress toward this goal over a reasonable period of time.

6-4 The Commission recommends that tribal governments, states
and, where appropriate, labor organizations should work volun-
tarily together to extend to employees of tribal casinos the same
or equivalent (or superior) protections that are applicable to com-
parable state or private-sector employees through federal and
state employment laws. If state employee protections are adopted
as the standard for a particular tribal casino, then they should be
those of the state in which that tribal casino is located. Further,
the Comnussion recommends that Congress should enact legisla-
tion providing such protections only if there 1s not substantial
voluntary progress toward this goal over a reasonable period of time

6-5 The Commussion recognizes that under IGRA, Inchan tribes must
annually report certain proprietary and nonproprietary tribal
governmental gambling financial information to the NIGC
through certified, independently audited financial statements. The
Commussion recommends that certain aggregated financial Indian
gambling data from reporting tribal governments, comparable by
class, to the aggregated financial data mandatorily collected from
commercial casinos and published by such states as Nevada and
New Jersey should be published by the NIGC annually. Further,
the Commission recommends that the independent auditors
should also review and comment on each tribal gambling opera-
tion’s compliance with the Minimum Internal Control Standards
promulgated by the NIGC.

6-6 The Commussion recommends that upon written request, a
reporting Indian tribe should make immediately available to any
enrolled tribal member the annual certified independently audited
financial statements and compliance review of the MICS submitted
to the National Indian Gaming Commission. A tribal member
should be able to inspect such financial statements and compliance
reviews at the tribal headquarters or request that they be mailed.

6-7 The Commission recommends that tribal and state sovereignty
should be recognized, protected, and preserved.

68 The Commussion recommends that all relevant governmental gam-
bling regulatory agencies should take the rapid growth of com-
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mercial gambling, state lotteries, charitable gambling, and Indian
gambling into account as they formulate policies, laws, and regu-
lations pertaining to legalized gambling 1n their jurisdictions.
Further, the Commisston recommends that all relevant govern-
mental gambling regulatory agencies should recognize the long
overdue economic development Indian gambling can generate.

6-9 The Commussion has heard substantial testimony from tribal
and state officials that uncompacted tribal gambling has resulted
in substantial hitigation. Federal enforcement has, unti lately,
been mixed. The Commussion recommends that the federal gov-
ernment fully and consistently enforce all provisions of the
Indian Gaming Regulatory Act

610 The Commussion recommends that tribes, states, and local govern-
ments should continue to work together to resolve 1ssues of mutual
concern rather than relying on federal law to solve problems for them

6-11 The Commussion recommends that gambling tribes, states, and
local governments should recognize the mutual benefits that
may flow to communities from Indian gambling. Futther, the
Commussion recommends that tribes should enter into recipro-
cal agreements with state and local governments to mitigate the
negative effects of the activities that may occur in other com-
munities and to balance the rights of tribal, state, and local gov-
ernments; tribal members; and other citizens.

6-12 IGR A allows tribes and states to negotiate any issues related to
gambling. Nothing precludes voluntary agreements to deal with
1ssues unrelated to gambling erther within or without compacts.
Many tribes and states have agreements for any number of issues
(e.g, taxes, zorung, environmental 1ssues, natural resources manage-
ment, hunting and fishing) The Commussion recommends that the
federal government should leave these 1ssues to the states and
tribes for resolution.

6-13 The Commussion recommends that Congress should specify a
constitutionally sound means of resolving disputes between
states and tribes regarding Class 11l gambling. Further, the
Commission recommends that all parties to Class Il negotiations
should be subject to an independent, impartial decisionmaker
who 1s empowered to approve compacts in the event a state
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refuses to enter into a Class 11l compact, but only if the decision-
maker does not permit any Class 11l games that are not available
to other citizens of the state and only if an effective regulatory
structure is created.

6-14 The Commission recommends that Congress should adopt no law
altering the night of tribes to use existing telephone technology to
hink bingo games between Indian reservations when such forms
of technology are used in conjunction with the playing of Class Il
bingo games as defined under the Indian Gaming Regulatory Act.

6-15 The Commission recommends that tribal governments should be
encouraged to use some of the net revenues derived from Indian
gambling as “seed money” to further diversify tribal economies
and to reduce their dependence on gambling.

CHAPTER 7 GAMBLING’S IMPACTS ON PEOPLE AND PLACES

71 Because the easy availability of automated teller machines and
credit machines encourages some gamblers to wager more than
they intended, the Commussion recommends that states, tribal
governments, and pari-mutuel facilities ban credit card cash
advance machines and other devices activated by debit or credit
cards from the immediate area where gambling takes place.

7-2 While the Commussion recognizes that the responsibility for chil-
dren and munors hies first and foremost with parents, it recommends
that gambling establishments implement policies to help ensure
the safety of children on their premises and to prevent underage
gambling. Policies that could be implemented include the following:

— Post local curfews and laws in public areas and inform guests
traveling with minors of these laws.

- Train employees working 1n approprnate areas to handle situa-
tions involving unattended children, underage gambling, and
alcohol and tobacco consumption or purchase.

7-3 The Commisston recommends to state, local, and tribal governments
that (when considering the legalization of gambling or the repeal
of gambling that is already legal) they should recognize that espe-
cially in economically depressed communities, casino gambling
has demonstrated the ability to generate economic development
through the creation of quality jobs.
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7-4 The Commission recommends to state, local, and tribal govern-
ments that (when considering the legalization of gambling or the
repeal of gambling that is already legal) they should recognize
that lotteries, Internet gambling, and non-casino EGD’s do not
create a concentration of good quality jobs and do not generate
significant economic development.

7-5 The Commussion recommends to state, local, and tribal governments
that (when they are considering the legalization of casino gambling)
casino development should be targeted for locations where the
attendant jobs and economic development will benefit communities
with high levels of unemployment and underemployment and a
scarcity of jobs for which the residents of such communities are
qualified.

7-6 The Commussion recommends to state, local, and tribal governments
that studies of gambling’s economic impact and studies contem-
plating the legalization of gambling or the repeal of gambling
that 1s already legal should include an analysis of gambling indus-
try job quality—specifically income, medical benefits, and retire-
ment benefits—relative to the quality of other jobs available in
comparable industries within the labor market.

7-7 The Commussion recommends to state, local, and tribal governments
that when planning for gambling-related economic development,
communities with legal gambling or that are considering the legal-
1zation of gambling should recognize that destination resorts create
more and better quahty jobs than casinos catering to a local chentele

7-8 The Commission recommends to state, local, and tribal governments
that communuties with legal gambling or that are considering the
legalization of gambling should look to cooperation between labor
unions and management as a means for protecting job quality.

79 The Commussion recommends that students should be warned
of the dangers of gambling, beginning at the elementary level
and continuing through college.

CHAPTER 8. FUTURE RESEARCH

81 The Commission recommends that Congress encourage the
appropriate institutes within the National Institutes of Health
{NIH) to convene a multidisciplinary advisory panel that will
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help to establish a broad framework for research on problem and
pathological gambling issues within its range of expertise.

The Commission recommends that Congress direct the
Substance Abuse and Mental Health Services Administration
(SAMHSA) or other appropriate agency to add gambling compo-
nents to the National Household Survey on Drug Abuse. To
understand the expanding dimensions of problem and pathologi-
cal gambling nationwide, gambling prevalence studies need to be
of sufficient volume and with annual updates to record changes
brought about by expanding legalization, greater accessibility,
technological advances, and increasingly sophisticated games.
This survey would examine not only the general population but
also sizable subgroups like youth, women, elderly, and minonty
gamblers if no other more appropriate longitudinal studies focus-
ing on each of these groups are available.

In any event, no data gathering pursuant to these recommendations
should violate any person’ right to medical privacy in seeking treat-
ment for problem or pathological gambling.

The Commission recommends that Congress direct all federal agencies
conducting or supporting longitudinal research panels to consider
the feasibility of adding a gambling component to such surveys
and, where appropriate, entertain applications to add such compo-
nents that are determined to be of high scientific merit through
scientific peer review. In addition to addressing gambling behav-
ior, these components should include questions about treatment-
seeking behavior in order to begin to address the issue of the
unmet need for treatment, which is currently unknown.

The Commission recommends that Congress encourage NIH to
issue a revision of the special research program announcement
for research applications on pathological gambling to foster research
designed to identify the age of initiation of gambling, influence
of family and correlates with other youth high-risk behavior such
as tobacco, alcohol, and other drug use, early sexual activity,and cniminal
activity evaluated separately for illegal and legal forms of gambling.

The Commission recommends that Congress direct the appropri-
ate institutes of NIH to invite, where appropriate, applications
for supplemental funds to add legal and illegal gambling compo-




86

87

147

nents of high scientific merit to appropriate and relevant exist-
1ing surveys and to 1ssue a revision of the special program
announcement for research applications on pathological gam-
bling to include the following areas:

—Effects on family members, such as divorce, spousal and/or
child abuse, severe financial instability, and suicide.

—Analysis of public awareness education and prevention pro-
grams offered at federal, tribal, state, or corporate levels.

—Analysis of the development of gambling dif ficulties associated
with electromic gambling machines and the risk factors that
accompany this evolution for customers most Likely drawn to
thus form of gambling.

—Effects on the workplace, such as economic losses arising from
unemployment, loss of productivity, and workplace acci-
dents.

—A study that would establish reliable instruments to measure
nonmonetary costs assoctated with legal gambling, including,
without limitation, divorce, domestic violence, child abuse
and chronic neglect, suicide, and the secondary effects of bank-
ruptcy and gambling-related crimes, and other outcomes of a
similar character.

The Commission recommends that Congress direct the appropriate
mstitutes of NIH to invite, where appropriate, applications for
supplemental funds to tssue a revision of the special program
announcement for research applications to commence a study of
American adult problem gamblers below the pathological gam-
bler threshold (APA DSM-IV). The gambling behavior of those
in this large group of 11 million adults and juveniles reveal warn-
ing signs that require thorough analysis. The gamblers in this
group could go either way—that 1s, toward diminishing risks or
toward pathological status.

The Commussion recommends that Congress direct SAMHSA
or other appropriate agency to add specific gambling questions
to its annual surveys of mental health providers, which are con-
ducted by the Center for Mental Health Services. The survey
should map the availability of both privately and publicly funded
treatment services for gamblers. This should include a count of
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treatment slots for gambling; how many, in a given period, are in
treatment for gambling problems alone or for multiple disorders
that include problem gambling; a demographic profile of those
receiving treatment, an assessment of the level of the gambling
disorder; and a description of the services they are receiving. It
would identify barriers to treatment, such as a lack of insurance
coverage, exclusion of treatment for pathological gambling from
HMO and other private insurance policies, stigmatization, or the
lack of availability of treatment (including a lack of qualified
treatment providers).

SAMHSA or another appropriate agency should initiate treat-
ment outcome studies conducted by scientists in the treatment
research field. Such studies should include formal treatment, self-
help groups (Gamblers Anonymous), and natural recovery processes.
These studies should encompass the general treatment population
and should specifically include youth, women, elderly, and minor:-
ty gamblers.

The Commission recommends Congress request the National
Science Foundation to establish a multidisciplinary research program
that will estimate the benefits and costs of illegal and separately
each form of legal gambling allowed under federal, tribal and/or
state law, particularly lottery, casino, pari-mutuel, and convenience
gambling. Further, the research program should include estimates
of the costs and benefits of legal and illegal Internet gambling, assuming
Congress prohibits this form of gambling with certain exemptions.
Such a program, at a minimum, should address the following factors:

-—Benefits associated with different kinds of legal and illegal
gambling, including increased income, creation of net new
jobs and businesses, improvement 1n average wages and bene-
fits, increased tax revenues, enhanced tourism and rising prop-
erty values, and reductions in unemployment, tf any.

—Costs associated with different kinds of legal and illegal gambling,
including problem and pathological gambling; increased
crime, suicide, debts, and bankruptcies; displacement of native
inhabitants; traffic congestion; demand for more public infra-
structure; and demand for more public services from the
courts {criminal, bankruptey, divorce) and from schools,
police, and fire departments.
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~The study should include benefits dertved or costs incurred
not only in “host” communaties or states in which gambling
facilities are located, but also 1n so-called feeder communities
or states in which a significant number of the gamblers hive
and work who patronize facilities in the host communities.

8-10 The Commission recommends that Congress direct NIj or other
appropriate agency to research what effect legal and illegal gam-
bling have on property and/or violent crime rates. Such research
should also examine whether gambling-related criminal activity is
increased 1n neighboring jurisdictions where the arrest/gambler
lives and/or works but does not gamble.

811 The Commussion recommends that Congress direct NIJ, the
Bureau of Justice Statistics (B]S), or other appropriate agencies to
add gambling components to ongoing studies of federal prison
inmates, parolees, and probationers who manifest disorders that
frequently coexist with pathological gambling.

8-12 The Commisston recornmends that Congress direct NI or other
appropriate agency to investigate and study the extent of adoles-
cent participation in illegal gambling and all forms of legal gam-
bling separately. Further, that NIj focus on sports betting in the
nation; work cooperatively with school authorities at high school
and college levels; and recommend what effective steps should be
taken by federal, state, and school authorities to avoid the corrup-
tion of collegiate and amateur sports and reverse steady increases in
adolescent gambling.

813 The Coramussion recommends that Congress direct the Department
of Labor or other appropriate agency to research job quality in the
gambling industry as measured by income levels, health insurance
coverage and affordability, pension benefits, job security, and
other similar indicators. The research should include a comparison
between gambling jobs in a variety of communities and regions of
the country. It should also compare job quality and availability in
the gambling industry versus other comparable industries with-
in those labor markets. Finally, it should also compare job quality
at casinos with distinguishing characteristics, such as those that
derive a significant part of their revenues from non-gambling
components—like hotels, food, and beverage service and shopping
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and entertainment {often referred to as destination resorts)—
versus those dependent almost wholly on gambling revenues

8-14 The Commussion recommends that if Congress acts to prohibit Internet
gambling that it also require NIj or other appropriate agency 12
months after the effective date of the enabling statute to measure
its effectiveness for a period of 1 year. An estimate should be made
of how much illegal Internet betting continues despite the statutory
prohibition. The factors contributing to successful evasion of the
prohibition should be described in detail. Recommendations to
Congress as to methods of closing the channels used to evade the
prohibition should be made.

815 The Commussion recommends that Congress direct the appropriate
nstitutes within NIH to invite, where appropriate, applications
for supplemental funds to 1ssue a revision of the special program
announcement for research applications to commence a study of
prevalence of problem and pathological gambling among gam-
bling industry employees 1n all forms of legal gambling, including,
without limiration, pari-mutuel, lottery, casino and, where feasi-
ble, convenience-stop employees.

8-16 The Commussion recommends that the appropriate institutes con-
duct research to determine if an analysis of available gambling
patron data derived from banks and other credit agencies can
assist in the identification of problem and pathological gamblers.

8-17 The Commussion respectfully recommends to state and tribal
governments that they should authorize and fund every 2 years an
objective study of the prevalence of problem and pathological
gamblers among their state’ residents by a nonpartisan research
firm whose wotk meets peer review standards. Specific focus on
major subpopulations including youth, women, elderly, and
minority group gamblers should also be included. An estimate of
prevalence among patrons at gambling facilities or outlets in each
form of gambling should also be included.

818 The Commussion recommends to state and tribal governments
that they should authorize and fund research programs for those
who are or are likely to become problem or pathological gamblers
in their resident population.
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8-19 The Commussion recommends to state and tribal governments
that they should require, as a condition of the granting of a
license to operate a gambling facility or to sell goods or services in
a gambling facility, full cooperation 1n any research undertaken
by the state needed to fulfill the legislative intent of the federal
and state statutory policy

820 The Commussion recommends that state and tribal governments
consider authorizing research to collect and analyze data that
would assess the following gambling-related effects on customers
and their families resident 1n their junisdictions:

~The extent to which gambling-related debt 15 a contributing
factor to personal bankruptces.

—The extent to which gambling problems contribute to
diverce, domestic violence, and child abuse and neglect.

—The extent to which gambling problems contribute to inci-
dents of suicide (or suicidal behaviors)

—The number, types, and average monetary values of gambling-
related crimes perpetrated for the primary purpose of gaining
funds to continue gambling or to pay gambling debts.

—The extent to which practices of some gambling facilities to
provide free alcohol to customers while gambling, the placement
of cash advance credit machines close to the gambling area,
and the offer of similar inducements are likely to be significant
factors i magnifying or exacerbating a gambling disorder.

THE SIGNIFICANCE OF THIS REPORT

In the preceding pages, the Commuission has presented an overview
of the current state of gambling in the Umited States. The Commussion
has of fered findings and recommendations for federal policymakers,
state and tribal of ficials, government regulators, research organiza-
tions, advocacy groups, treatment facilitators, operators of gambling
establishments, and individual citizens. And since legalized gambling
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15 a complex, fluid, and fast-changing policy issue, the Commission has
also suggested further areas of study to supplement available knowledge.
Cleatly, there 1s a need to know more about gambling, especially about
its economic and social impacts. The Commission has found that the
more they explore the terrain, the more work they determine remains
to be done.

Given the size and range of the gambling industry, there 1sa
need for an informal national debate about gambling. Some advocates
for the gambling industry believe that gambling has reached a saturation
potnt—that more gambling cannot be sustained 1n this country. Yet
every such prediction to date has proven to be wrong. Regardless of
the truth of either view, the wisdom of widespread gambling, much of
1t government owned and operated, needs to be examined.

The members of the Commussion agree that there 1s a need for
a “pause” 1n the growth of gambling. The purpose of the pause 15 not
to watt for definitive answers to the subjects of dispute, because those
may never come. Instead the purpose of this recommended pause 1s to
encourage governments to do what, to date, few, if any, have done to
survey the results of their decisions and to determine if they have
chosen wisely; to ask 1f their decisions are in accord with the public
good, if harmful effects could be remedied, if benefits are being
unnecessarily passed up. Because the search for answers takes time,
some policymakers may wish to impose an explicit moratorium on
gambling expansion while awaiting further research and assessment.

While some communities may ultimately decide to restrict or
even ban existing gambling, there is little prospect of 1t being out-
lawed altogether. It 1s clear that the American people want legalized
gambling, and 1t has already sunk deep economic roots in many com-
munities. Its form and extent may change, but gambling 1s here to stay.
However, the balance between gambling’s benefits and costs 1s not
fixed. That lies within our power to determine. We live in a democracy,
and in a democracy 1t 1s the people who are responsible for shaping
the world they live in. As Thomas Jefferson wrote more than two
hundred years ago, “I know of no safe repository of the ultimate power
of society but the people themselves.” It is in this spirit that the
Commussion’s Final Report 1s offered.
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Statement of William A, Bible

As a former Chairman of Nevada’s Gammng Control Board and as a Member of the
National Gambling Impact Study Commussion, I have had the umique opportunity of
bemng mvolved with, and becoming knowledgeable about, gambling 1n the United States.
This Commission, like 1ts predecessor Commuisston n 1976, observed that gambling has
widespread public support and that most Americans, whether or not they agree or
disagree with gambling as a form of recreation, feel strongly that government should not
attempt to regulate their own individual conduct. While most Americans would agree that
gambling must be closely regulated to exclude criminal elements and to provide fair
games, collection of tax revenues, protection from adolescent involvement and location
suitability, they would also agree that each individual, and not the government, is best
able to decide for himself or herself about engaging in gambling for recreation and
entertainment. I would endorse this viewpomnt and would likewise agree with those who
argue that decisions concerning the legalization of gambling are best implemented locally
and that government’s role in gambling should be limited to regulatory activities and the
provision of assistance to those compulsive individuals who do not deal with gambling
responsibly.

This Commission’s recommendations wisely leave untouched the historic Federal-
State relationship where the authorization, taxation and regulation of gambling is
primarily a State, and not a Federal, matter. The two exceptions, which in my view are
appropriate exceptions, are gambling operated by Native American governments and
gambling over the Internet. Because of the unique nature of tribal sovereignty and the
Federal government’s trust obligations to Native Americans, there is a clear Federal
responsibility in tribal gambling. And while Native American gambling has
accomplished, for some tribes who possess well situated lands, the economic
development goals articulated in the Indian Gaming Regulatory Act, the provisions of the
Act need to be clarified to make it crystal clear that a tribe cannot engage in gambling
activities that are not available to other citizens of the state and to provide an arbitration
process in the event a State is unwilling to compact for the same types of games that are

available to other citizens. Because of the nature of the Internet’s technology, Federal
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involvernent is both appropriate and necessary to assist the states in enforcing their policy
determinations on the types of gambling that are lawfully available within their borders.

This Commission less wisely recommended, by only a one vote majority, that the
gambling industry be excluded from financial participation in state and local elections
and that all legal wagering on intercollegiate athletic events be prohibited. The
Commission’s record simply does not support a recommendation to ban campaign
contributions by the gambling industry. While I strongly support campaign finance
reform, singling out one industry, in this manner, is fundamentally unfair. Also, there is
no support in the Commission’s record for further extending the Federal prohibition on
intercollegiate sports wagering. Not one college sports scandal is the result of legal
sports wagering. To the contrary, legal sports wagering in Nevada has assisted athletic
leagues in their enforcement activities aimed at preventing game fixing and point
shaving. Instead of further restricting legal sports wagering, the Commission would have
been better served to recognize sports wagering’s overwhelming participatory acceptance
by the American people and to recommend, instead, further legalization and strict
regulation.

It is my earnest hope that this Commission’s legacy will be its recommendations
calling for identification and treatment of, and research about, those individuals who do
not deal with gambling responsibly and who, in many cases, manifest other forms of
compulsive behavior such as drug and alcohol abuse. Even if only partially implemented,
the Commission’s far reaching research recommendations will lead to a much-needed
expansion of the body of knowledge about problem and pathological gambling. The
recommendations that deal with the identification and treatment of problem and
pathological gamblers, who are a small percentage of the population but a large number
of troubled people, address a societal problem that has gone unrecognized and neglected

for far too long.
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Summary Statement by Commissioner James C. Dobson, Ph.D.

The central mission of the NGISC was to study the various implications of gambling
and to assess the scope of problem and pathological gambling and its effects on
individuals and families. The Commission’s findings, from any reasonable perspective,
depict a depth of pain and devastation in this country that compels a change in the way
betting activity is regarded.

Clearly, gambling is a destroyer that ruins lives and wrecks families. A mountain of
evidence presented to our Commission demonstrates a direct link between problem and
pathological gambling and divorce, child abuse, domestic violence, bankruptcy, crime
and suicide. More than 15.4 million adults and adolescents meet the technical criteria
of those disorders. That is an enormous number—greater than the largest city in this
country. When other activities, such as smoking, have been shown to be harmful, the
hue and cry for regulations to warn and protect the public has been loud and long.
Today, the silence of most of our leaders about the risks of gambling is deafening. It is
well past time for a Paul Revere to sound the alarm. Gambling is hazardous to your—
to our—health!

There can be no doubt from the evidence that gambling—like many compulsive
behaviors—is addictive and progressive in nature. It is especially dangerous to the
young, who are enticed by exciting and risky behaviors. Eighty-five percent of our
young people are already gambling on everything from card games to sports teams to
casinos and lotteries. Worse, more than 15 percent have been shown to be problem or
pathological gamblers. These statistics forewarn of even more serious gambling-related
problems in the future.

Some of the most troubling evidence received by the Commission concerned the
manner in which the gambling industry and its allies in government work together to
cultivate betting habits in the next generation. In South Carolina, children have ready
access to 30,000 video poker machines located in convenience stores, pizza parlors and
bowling alleys. South Carolina law does not prevent children from playing; it only
prohibits them from collecting any winnings. Casino complexes appeal to children with
amusement rides and arcades that offer virtual copies of adult casino games. At the
same time, states promote lottery tickets in virtually every corner store while
inundating the airwaves with get-rich-quick fantasies. What kind of message are we
sending to our children?

One of the most scandalous features of the gambling industry, engaged in by many of
our state governments, is the vigorous promotion of gambling among the poor, less-
educated and senior populations. Gambling is touted as the “ticket out of poverty,”
offering a last chance to riches. As such, it overtly preys on the desperation of the poor
by peddling false hope.

DEDICATED TOQ THE PRESERVATION OF THE HOME

danEs C BDoasSoN, Pu D , PRESIDENT
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The gambling industry pours vast sums into the campaign coffers of gambling-friendly
politicians. It is time for the public to scrutinize those who are regularly jetted off to
Las Vegas and other gambling centers to pick up these enormous contributions. We
must ask, what service is being provided in return for this generosity? Republicans have
been given $6.1 million and Democrats $7.6 million in recent years. During the last
election in California, nearly $100 million was spent by casino interests to influence the
outcome of various races and measures.

In summary, the illusion of pain-free riches promoted by the gambling industry has
been exposed. The very appeal of gambling belies the claims of the gambling industry,
which 1s sown in greed and the exploitation of human weakness. It robs from the poor
and exploits the most vulnerable. It undermines the ethic of work, sacrifice and
personal responsibility that exemplify the best qualities of American society. And if
you scratch beneath the veneer of gambling-induced prosperity, the pain, despair and
hopelessness of problem and pathological gamblers is recognized as a stark tragedy.

The Commission has adopted numerous important—indeed--critical recommendations
for further research into the effects of gambling and for corrective action to be adopted
by state and tribal governments. Among the most important are a moratorium on
further expansion, a ban on neighborhood gambling operations, restrictions on political
contributions, curbs on lotteries targeting the poor and their deceptive advertising
practices, and raising (and enforcing) the gambling age limit to 21 universally. It is
mmperative that our government leaders immediately embrace these recommendations

This Commission’s greatest legacy will be to change the way the American public
thinks about the harms associated with gambling. We must reject the fantasy that
wagering is innocuous entertainment and deal earnestly with the destruction and pain
that it causes to individuals, families and society.

1 would like to thank my colleagues on the Commission, including our gifted Chair,
Mrs. Kay James, for having the courage to tackle this difficult social problem. My
prayer is that our effort will not have been in vain.

ur
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Personal Statement of
J. Terrence Lanni

Most of my professional life has been spent i the casino mdustry, roughly paralleling the time frame
between the Jast federal Comnussion to study legal gambhing in 1976 and the National Gambling Impact
Study Commusston. on which I have recently had the honor to serve. Dunng those 20-plus years. | have
managed commercial casinos from Nevada to Atlantic City, and watched the industry’s expansion nto the
river towns of the Midwest and the South. On behalf of MGM Grand, Inc., I am now mvolved in the
newest jurisdiction to legalize commercial casinos - Detroit, Michigan. My participation on this
Commission has given me the opportunity to reflect on that period of growth, and raised my awareness of
the challenges this industry will face in the future. In my view, however, much of what this Commission
learned about commercial casinos over the course of two years only confirms what I have come to know
throughout my career.

With a budget of $5 million, the Commission conducted extensive research, traveled to numerous gaming
destinations throughout the U S., and heard from scores of local officials and residents in jurisdictions
where casinos are located in an effort to comprehensively study the social and economic impacts of gam-
ng. Although the views of my fellow Commissioners included those of strong anti-gaming advocates as
well as strong gaming advocates such as my own, the vast majority of the recommendations approved by
the Commission received our unammous support. Moreover, most of the Commission’s recommendations
were either suggested or supported by the commercial casino industry, or are already being implemented
by that industry today.

The final report of that two-year effort reconfirms what the first federal gambling Commission said in 1976
and what the casino industry has been saying for some time. Specifically, decisions regarding the legaliza-
tion and regulation of gaming are matters for the states to decide. Moreover, commercial casinos are cred-
ited by the Commission as being a well-regulated, responsible segment of the mdustry. Of the 19 recom-
mendations regarding gaming regulation adopted by the Commussion, 14 address perceived deficiencies in
other aspects of gaming, such as the Internet and so-called convenience or neighborhood gambling. In my
view, this confirms what we in the industry already know - the public has great confidence in the integrity
of this form of entertai t - and that gaming is best left to the states to decide. (In that context, I recom-
mended that future expansion of pari-mutuel account wagering be left to state determination. It is also why
I voted against a Commission-adopted recommendation to prohibit casino-style gambling at racetracks.)

The Commission’s examination also highlighted clearly discernible differences among the various forms of
gaming in other ways. Although the gaming industry is often mistakenly viewed as a monolith, this
Commission draws clear distinctions among its various segments. One of those important distinctions was
the Commission’s conclusion that, especially in historically impoverished, underdeveloped communities,
casinos have had a net positive economic impact. This conclusion was reinforced firsthand by the hun-
dreds of individuals who testified before the Commission about the good jobs casinos provide.

In addition, I strongly endorse and support the Commission’s recommendations with regard to pathological
gambling. The research clearly shows that the vast majority of Americans who gamble do so for entertain-
ment and with no measurable negative side effects related to their gambling. Unfortunately, some individu-
als gamble in ways that harm themselves or their families. Congress charged the National Research
Council (NRC) of the National Academy of Sciences to report to this Commission on the issue of patho-
logical gambling. The findings of the NRC - which the commercial casino industry accepts - indicate that
an estimated one percent of the population are pathological gamblers in any given year. This percentage is
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consistent with a study completed in 1997 by Harvard University and funded by the commercial casino
industry. The research also indicates that the impacts of pathological gambling are significantly smaller
than the impacts of other health problems such as alcohol abuse.

The casino industry recognizes that, although the percentage is small, pathological gambling affects a sig-
nificant number of individuals. Many of the Commission recommendations in this area were based on
steps we in the commercial casino industry have already undertaken. For example, commercial casinos
created the first and only foundation to date dedicated to funding research in the area of pathological gam-
bling - the National Center for Responsible Gaming. I also believe that more needs to be done, and that all
segments of the legalized gaming industry, including lotteries, convenience gambling, charitable gaming,
tribal gaming and pari-mutuels, should join the work in which we are currently engaged to help those who
are in need.

While I am supportive of the majority of the Commission’s recommendations, I am disappointed in some
of the rhetoric that doesn’t represent our findings, and will no doubt be used in the future by critics to dis-
tort what actually was found. One example is relative to the issue of research. Although the report states
repeatedly that there was not enough research to draw conclusions, the record clearly shows that at least on
the issue of commercial casino gambling that is not the case. The Commission’s emphasis on this point
implies that states and communities have not given their decisions to legalize commercial casinos full con-
sideration. The record before us was quite to the contrary. and this impression does a grave disservice to
the community and state leaders as well as the voters who have made those decisions.

In conclusion, | believe that any important decision affecting communities should be fully researched to
consider all of its possible impacts. The Commission has done a great service for the states and communi-
ties that have legalized gaming, as well as those that may consider the legalization of gaming in the future
by adding to the store of knowledge on this industry.

B

i
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PERSONAL STATEMENT OF RICHARD C. LEONE
JUNE 7, 1999

1 beheve that, on balance, the American people are net losers in a society of pervasive gambling.
This judgment 1s based on the ravages caused by pathological gambling and the hypocnsy of
government sponsored games. I also am troubled by the message embedded 1n many familiar lottery
advertisements: the notion that, for most Americans, the only hope of big time financial success--the
kind celebrated in the news every day--is a ticket in a multi-million-to-one Powerball game. We
need to ask ourselves: do we promote the pursuit of the American Dream through hard work and
diligence--or through a roll of the dice?

This report will be criticized, by some, for going too far, and by others, for not going far enough.
Our work is far from perfect, and none of the commissioners is completely satisfied. Still, we have
made an important start in the process of reassessing and, I hope, reforming the nation's policies
toward gambling.

Our report now goes to the President, the Congress, the governors, and the state legislatures. Its fate,
however, depends not on their reaction, but rather on the response of the Amencan people. Without
a shift in public opinion, we cannot expect much leadership on these issues from our elected
officials. That 1s why I devote my last and personal statement to considering the prerequisites for a
sea change 1n public policy toward widespread legalized gambling.

First, we have to be realistic about the extent to which modern politics and many policy decisions
are dniven by fund raising. Campaigns are outrageously expensive and candidates and office holders
must engage in a relentless--some would say shameless--pursuit of campaign contributions.
Gambling interests, like other businesses that are heavily dependent on governmental decision-
making, have become high rollers in the campaign money game. These interests are sure to be a part
of any conversation about change and to resist proposals to curtail gambling's growth.

Second, the same cause--the high cost of campaigns--will continue to give gambling's supporters an
advantage m referenda about gambling. California 1s only the most recent example of this
phenomenon 1n action. More grass roots participation, itself dependent on more public education, is
the only practical antidote to this imbalance.

Third, we must recognize that, to politicians, gambling revenues often seem like free money--taxes
without the downside of public disapproval. And, as long as govemnment leads the way on
gambling, it is folly to hope that private interests will be restrained. It may be no coincidence that
the surge in legal games of chance fits neatly with the fact that, starting in the 1970s, campaigns
mcreasingly became dominated by anti-government and anti-tax rhetoric. In this context, is it any
wonder that gambling, a source of revenue that takes advantage of public weakness and the myth
that no tax is involved, has become increasingly important? While we hear little from most public
officials about the human cost of gambling addiction and the destructive psychology of state-
sponsored get-rich-quick schemes, we hear lots about the economic advantages and revenue
enhancements from more gambling.
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Lotteries, especiaily, seem to bring out the worst in politicians. They are heavily and misleadingly
advertised; they pay back to bettors the smallest share of the take of any legal game; and they are an
extremely regressive form of taxation, hitting hardest those with least ability to pay. Yet, lotteries
have proven to be catnip for elected officials who fear taxation. Sure, some political leaders
sincerely disapprove of gambling. But, like gamblers themselves, they appear to believe that they
can have it both ways. Convinced that elections depend on 2 combination of opposing taxes without
making painful choices, they are now trapped. So, they hope to get lucky and put off tough choices
about taxes and spending by chasing increased gambling revenues. For them and for us, it's a
sucker’s bet.

The situation, however, is far from hopeless. Our system can be marvelously responsive to the
public will-when that will is informed and manifest. But the public needs help. It needs the media
to report more than jackpots, and it needs leaders of every type--conservative and liberal, business
and non-profit--to join hands in a public education effort. There are, as well, recommendations in
the report that would force governments to disclose more information about state-sponsored
gambling. Getting the facts out will make a real difference here, as was the case with information
campaigns about smoking,

I am confident that an informed public can and will effect a change of direction on gambling. Our
elected officials, after all, do not suffer from a lack of polling information. They may lack courage
or foresight, but they can't be beat for marching to the pulse of the public. I wish that it were
realistic to ask more of them, but, in the absence of an interested and aroused citizenry, the odds
favor more gambling, not less.

So the task for those of us who would change the current course is clear: we must find ways to reach
all sorts of people and help them to understand the complex issues generated by gambling's spread
and incite their interest in reform proposals--including those put forward by this commission. If we
make a beginning on this task, then the work of the commission will be well remembered as a
turning point. It won't be easy, but, after two years of work on this subject, I am convinced that it
can and must be done.

“
-1
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Statement of
Commissioner Robert W. Loescher
Of the National Gambling Impact Study Commission
June 7, 1999

President Clinton appointed me to serve as the only Native American on the Nauonal Gambling
Impact Study Commission. The Commission was charged by Congress to study, among other
things, the status of tribal governmental sponsored gaming in the United States. The
Commission came to realize that this was a complex task and appomnted a Tribal Gambling
Subcommuttee. The Subcommittee had six field hearings in addition to the full Commission
hearings. It sought the views of tribal leaders throughout Indian Country. Over 100 tribal lead-
ers came to testify at their own expense and their views influenced the tone and texture of the
final report.

In further recognition of the importance and complexity of the task, the Subcommittee sought
and received concurrence by the Commission to have its own separate chapter in the final report.
The report on Indian gaming is simply a snapshot of the status of Indian gamuing in America
today. The Commission concluded that the right of tribal governments to operate gaming is
deeply entrenched in the tribes’ special relationship with the federal government in the United
States Constitution  And this distinguishes Indian tribal governmental gaming from all other
gamung in the United States. Congress created a second critical distinguishing attribute of Indian
gaming 1 the Indian Gaming Regulatory Act (IGRA) of 1988 — the revenues from Indian gam-
ing must be used for the social and economic benefit of tribal members who desperately need it.
In my view, the benefits from Indian gaming are just a iny downpayment on the deficit of stu-
pendous social and economic needs facing the vast majonty of Native American citizens. The
Commission record strongly supports the conclusion that the economic benefits under IGRA are
being realized.

Indian gaming furthers Indian Self Determination through tribal ownership and control of its
gaming operations. It furthers economic benefit to the surrounding communities by employing
at least 100,000 people regardless of race, color or creed.

Tribal governments were some of the first to recognize that gaming has social costs and did
something about it. The Commission’s record shows that tribal governments made the first real
financial commitments to help identify and alleviate problem and pathological gambling.

I was very disappointed that the Commission declined to include a narrative that objectively and
clearly described the structure, operation and implementation of the regulation of Indian gaming.
For all of its early weaknesses, Indian gaming is increasingly well regulated by a partnership of
the tribal, state and federal governments. The National Indian Gaming Commission (established
by IGRA) has ordered the implementation of Minimum Internal Control Standards (MICS) that
provide a uniform standard of Indian gaming regulation throughout the United States. The
Commissioners indicated that Indian gaming regulation was extremely complex and legalistic
and wouldn’t deal with it. At the same time, it is my view that Indian gaming is increasingly
viewed as a threat and viable competitor to commercial gaming. The severe criticism of the
Indian Gaming Regulation was one way to slow it down. In my view, the Commission was
obligated to objectively describe the status of Indian gaming regulation and it did not do so.
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Two of the most contentious issues between tribes and states are the scope of gaming and the
compacting procedures. The Commission’s report has not shed any new light on these issues. |
strongly object to limiting tribal gaming rights under existing law as the second recommendation
on scope of gaming suggests.

My goal as a Commissioner was to review all aspects of gaming in America, with strong empha-
sis on Indian gaming. The overall report is weighted heavily to a small percentage of the
American public that are burdened with very real problem and pathological gambling. The
report does little to acknowledge the fact that millions of Americans participate in and enjoy
gaming as entertainment without any problems. This report and recommendations should help
educate the American public on the positive role tribal governmental gaming has played in
Indian Country. It has given hope and provided new economic resources to help aileviate long
neglected social and economic problems. It also suggests positive recommendations to improve
Indian gaming regulation.

In pursuing gaming, tribal leaders have done the best that they could do with very limited
resources and opportunities, and at this point in history I believe they should be commended for
what they have accomplished.
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Personal Statement of Leo T. McCarthy

As one not connected to the gambling industry, nor driven by a desire to ban all forms of gam-
bling as morally reprehensible, I have formed some opinions after two years work on the
NGISC.

I learned gambling has some redeeming qualities, especially these three: (1) Some impoverished
Native Amencans have or will have a much better quality of life; (2) About 100,000 Americans,
mainly union members, have much better jobs in the gambling industry than their former jobs
other sectors; and (3) Some economically depressed communities in which gambling facilities
have been located are better off, because neither government nor the private has have chosen to
economically develop such communities in order to create jobs, profits and a better life for the
families trying to survive there.

There is a heavy price to pay for gambling’s up side. Our Final Report reveals that about 15.4
million American adults and adolescents are problem or pathological gamblers. Multiply that

number several times to include serious negative consequences to family members, employers,
and the general taxpaying public and you begi to get an idea of the downside.

The gambling industry has reminded our Commussion many times that the overwhelming num-
ber of adults who gamble, do so only occasionally without harming themselves or others. They
are right on the numbers. About 125 million American adults gambled during a 12 month period
1n 1997-1998. In 37 states they bought lottery uckets, in almost 40 states they played slot
machines, in exght states they bet from home on horseraces. They gambled in many other ways
m venues now available almost everywhere,

The big problem for all of us are those 15.4 million adult and adolescent problem and pathologi-
cal gamblers. They are the source of immense pain and cost.

So far, most state and tribal officials and gambling facility owners are refusing to share responsi-
bility for developing solutions to this problem. Fortunately, there is a small number of tribal and
state leaders, as well as some gambling facility owners, willing to take some serious steps.

The Commission has made numerous recommendations that will have as much impact as the
Congress, President, and State and Tribal leaders decide they should.

If acted upon, many of these recommendations could effectively address the downside of gam-
bling in America.

Among the most important to come out of this Commission’s two years of work is a group of 15
research recommendations to Congress and to four the States supported by all nine Commissioners,
including three who have been closely associated with the gambling industry. If most of that
research is undertaken, policymakers and the public will be much better informed and will ulti-
mately fight for serious answers.
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Government-run gambling, such as lotteries, should be the first to aggressively address negative
consequences they help create. For example, Commission research found that about 5% of lot-
tery players buy around 51% of the value of lottery products sold. I could place a safe bet that
many 1n this category are problem or pathological gamblers. The general response of State lot-
tery regulators was that this research was flawed. The spokesmen for State officials were implic-
1tly suggesting that lotteries are not responsible for producing problem or pathological gamblers.

As the Commission has recommended, each State should immediately undertake its own legiti-
mate prevalence study and let the public weigh the facts.

Every State Legislature could ban gambling by anyone less than 21 years of age, as our
Commission proposes. That would be a positive contribution to reducing the alarming rate of
problem adolescent gamblers in many States.

There are many other important recommendations. In the final analysis, it is the political will of
elected officials at federal, tribal and State levels that will decide many of these issues, in the
face of an accelerating number of political campaign contributions from various stakeholders in
the mdustry. Just as important will be the decision of many gambling industry leaders to actively
cooperate with efforts to tackle the negative consequences of gambling.

I don’t want my eight grandchildren to grow up in a society in which gambling advertising rein-
forces the notion that upward mobility is more likely to be achieved by random chance than by
diligent study and hard work. I'm betting most American families share that sentiment.
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Statement of John W. Wilhelm
Member, National Gambling Impact Study Commission

A mother of two fled Cuba for a job at $3.25 an hour with no benefits, in the
Florida fields. Eventually, she found her way to a Union hotel casino job. She glowed
with pride as she told this Commission about her ability, as a guest room attendant, to
support her family with decent wages, excellent benefits, and a good pension.

A cook in a non-union restaurant worked long hours, with no benefits, and fell
prey to alcohol abuse. He told this Commission how his life changed when he got a job
cooking in a Union hotel casino. Because he has a decent wage, he only has to work an
8-hour shift, so he has time for his family. He left alcohol behind and became a
committed Christian. He is a Union Steward, is registered to vote for the first time, and
serves on the Republican National Cc i

In an America whose stability is threatened by a widening economic gulf between
our wealthiest citizens and the great majority of us, we must meet the challenge of
providing secure, family-friendly jobs, with good benefits, as we shift to a service-sector
economy.

These two American success stories, and dozens like them, provided this
Commission with eloquent proof that Union gaming jobs are part of the answer to that
challenge. These compelling human stories moved every Commissioner, no matter their
views on gambling.

Those who oppose legal gambling have a moral obligation to answer: If they
would deny a good Union job to a family trapped in poverty because they oppose
gambling, what alternative will they offer that family?

Those who call for analyzing the economic and social costs of gambling have a
moral obligation to consider the economic and social costs of low-wage, no-benefit, high-
turnover jobs that are becoming the norm for Americans.

Another inspiring message leaps from this Commission’s record: The vital role of
tribal gaming in long-overd ic develop on Indian reservations, where the
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Statement of Commissioner John W. Withelm (Cont’d)

legacy of abject poverty and enduring social problems are America’s shame. Those who
seek to deny this economic tool to Native Americans have a moral obligation to provide
an economic alternative. Gambling opponents offered no such alternative to this
Commission.

1 also believe that this Commission’s work will result in collective bargaining
rights for tribal gaming employees (most of whom are not Native Americans), and pave
the way for an enduring alliance between Indian Country and the American labor
movement.

This Commission has done an important public service by spotlighting problem
and pathological gambling. Most Americans gamble, and do so responsibly. But we
heard tragic stories from some of the millions of people, some of them gaming
employees, whose lives are fractured by problem gambling. The gaming industry has a
moral obligation to provide the primary response to this growing problem.

Another Commission conclusion is worth highlighting. Destination resorts —
which include hotel, restaurant, entertainment, and shopping options in addition to
garnbling — produce greater economic benefits, and fewer downsides, than other forms of
gambling. The Commission record confirms that the greatest economic benefits come
from unionized destination resorts.

[ am deeply grateful to House Democratic Leader Richard A. Gephardt for his
belief that gaming employees deserved representation on this Commission.

Our Chair, Kay Coles James, willed us to a unanimous report by the strength of
her talent, brains, skill, inclusiveness, and grace. She is a distinguished American. I am
grateful to each of my fellow Commissioners for their dedication and open-mindedness.
Robert W. Loescher, the able and persi tribal repr ive, gave me the opportunity
to collaborate with him on the Native American Tribal Gambling chapter. J. Terrence
Lanni provided exemplary representation for his industry by the force of his character,
integrity, fairness, and courtesy. Dr. James C Dobson went out of his way to listen to
gaming employees, in spite of his sincere opposition to gambling. Dr. Paul H. Moore and
Leo T. McCarthy did yeoman work as Chairs of the Indian Gambling and Research
Subcommittees, on both of which I was privileged to serve. William A. Bible's wealth of
regulatory experience and integrity were invaluable. Richard C. Leone’s knowledge,
experience, and insi: on chail conventional wisdom were crucial.

Finally, I personally, and this Commission, owe an overwhelming debt of
gratitude to Eric P. Altman, Senior Research Analyst for the Hotel Employees and
Restaurant Employees International Union. 1 could not have functioned without his able,
tireless, and congenial service. He was vital to this Commission’s success, and to giving
gaming employees the chance to tell their stories.
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