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EXECUTIVE SUMMARY  

The Anderson Economic Group (AEG) has put forward a forecast on be-
half of the Grand Rapids Chamber of Commerce that purports to show that a 
Gun Lake Pottawatomi casino in Wayland would shrink the Michigan econ-
omy and destroy jobs.  Subsequently, the Senate withdrew its support for the 
negotiation of a tribal-state gaming compact to be signed under the auspices 
of the Indian Gaming Regulatory Act of 1988 (IGRA).   

This document analyzes the AEG methods and prediction, and it con-
cludes that AEG’s report is too badly flawed to be the basis for policy action.  
In summary:  

- AEG’s prediction of economic shrinkage resulting from casino introduc-
tions does not conform to common sense.  If it were true that casinos 
shrink economies, AEG could have cited ample in-state and out-of-state 
experience to make its case rather than resort to a complicated and vulner-
able forecasting method (see Section II, below). 

- AEG’s forecast contradicts neutral, comprehensive, and systematic research 
on the economic effects of casino introductions conducted under the di-
rection of the National Gambling Impact Study Commission.  That re-
search shows casinos to be associated with economic vitality not the reces-
sionary effects, which AEG forecasts (Section III). 

- AEG’s forecast is an amalgamation of sources, assumptions, data, and rela-
tionships.  As such, it is extremely vulnerable to the well-known garbage-
in-garbage-out weakness of computer models.  Despite this inherent limi-
tation, the AEG report contains no effective corroboration to demonstrate 
that it has avoided the pitfalls of its approach (Section IV). 

- The core of the AEG forecast is the modeling of competitive “harms” be-
tween a Wayland casino and other establishments across Michigan, as if 
those harms matter for public policy.  Not only does public policy encour-
age such competition, AEG’s modeling of it diverges widely from micro-
economic experience and research and thereby gives rise to the wide devia-
tion of its forecast from systematic research (Section V).  

More broadly, the effect of AEG’s work is hardly benign.  Long-standing 
opponents of Gun Lake commissioned and now use AEG’s forecast to obstruct 
the workings of IGRA’s framework for negotiating how Indian gaming pro-
ceeds.  And yet cannot be overstated: The AEG report is not robust enough to 
justify any public policy on gaming, let alone overturn policies that rightly 
promote competition and support Indian self-government.   
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I. INTRODUCTION 

The Anderson Economic Group has constructed a forecast of the 
effects of a Gun Lake Pottawatomi casino in Wayland that is too 
unreliable for making policy. 

The Anderson Economic Group (AEG) has produced a forecast of the 
economic effects on the State of Michigan of a casino proposed by the Match-
E-Be-Nash-She-Wish Tribe (a.k.a. Gun Lake Band of Pottawatomi Indians) in 
Wayland, MI (Anderson, et al., 2003).  Despite AEG’s claim to “refrain from 
taking a side for or against casino development or gaming”(p. 1), AEG’s analy-
sis on behalf of the Grand Rapids Chamber of Commerce finds that a Wayland 
casino would shrink the Michigan economy and destroy jobs (pp. 4-6).1   

To arrive at this purported effect AEG constructed forecasts of casino 
revenues under different competitive scenarios and then built a model in a 
“mathematical and simulation software environment” to assess how the fore-
casts would ripple through the Michigan economy (pp. 2, 22, Appendix C).  
The forecasts and the mathematical model are built of a varied collection of 
assumptions, data sources, and mathematical relationships, yet the report de-
scribes none of the necessary effort to connect the calculations to real-world 
experience, to existing research on casino introductions, or to relevant policy 
questions.   

The result is a prediction that a Wayland casino operated by the Band 
would bring economic growth to Allegan County and “Southeast Michigan,” 
but it would shrink the economy of Grand Rapids (Kent County) and every 
other region in Michigan, too—from “Northern” and “Middle Michigan” to 
Ottawa County (p. 4).   AEG asserts that from Traverse City to Ann Arbor, con-
sumers would withdraw their spending from movie theaters, boat marinas, 
other casinos, and the like so that they could play the slots in Wayland.  
What’s worse, according to the AEG report, the total losses in the rest of 
Michigan exceed the gains in Allegan County and southeast Michigan (p. 4).   

The authors repeatedly assert their bona fides to be “rigorous”(pp. 1, 2, 
7, 8),  “sophisticated” (pp. 2, 22), and “analytically thorough” (pp. 1, 8, 17), 
yet AEG’s predictions are not reproducible in any meaningful sense of the 
word that would relate to science or policy.  “Believe our 500-equation, 500-
assumption model,” the report would seem to say, “because we really are bet-
ter at doing this than any one else.”  Never mind that the essentials of AEG’s 
forecast and model could be used to show that virtually any consumer-

                                                        
1 Numbers and document section references in parenthesis without reference to author, here 
and henceforward refer to (Anderson, et al., 2003). 
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oriented business whose profits go out of state would shrink the Michigan 
economy.  Take, for example, the very profitable and privately held In-N-Out 
Burger, which has locations in California and other western states.  Michigan 
citizens can only consume so many lunches; so “letting” In-N-Out Burger into 
Michigan will cannibalize the sales of Michigan suppliers of meals.  AEG’s im-
plicit inference is that the Michigan legislature should bar the gates to insidi-
ous firms who would employ Michigan residents while providing customers 
with goods and services that they prefer to what they are currently consum-
ing.  If not, such firms will take their ill-gotten gains with them to foreign 
lands at the expense of Michigan businessmen and women who are deserving 
of protection from competition.  By this logic, AEG would also apparently ad-
vise the Governor against recruiting Toyota to build a plant in Michigan be-
cause to do so would send profits out of state at the expense of the Michigan 
economy. 

The Michigan Senate has taken the bait.  In contravention of principles 
of sound policymaking with regard to economic competition and Indian self-
determination, the Senate is now picking winners and losers in the economy 
of southwestern Michigan.  It has withdrawn its prior support for a Gun Lake 
gaming compact under the guise of advancing the aims of the recently passed 
Proposal 1 (which would freeze gaming development) despite that initiative’s 
explicit exemption for Indian tribes.  The Senate reversal is not only an affront 
to the reading skills of the Michigan voter, but it undermines the self-
governance rights of Indians.   

The Supreme Court of the United States, the US Congress, the Michigan 
government, and the Michigan voters have concluded that Indian tribes by 
reason and right ought to have casino compacts executed under the balancing 
frameworks of the Indian Gaming Regulatory Act of 1988 (IGRA).  AEG has 
not provided evidence that any past compact or casino introduction has 
shrunk the Michigan economy, and their forecast that Gun Lake will do so 
goes against common sense and systematic research.  The forecast is not credi-
ble in its construction.  It is wrong in its conclusions.  More importantly, it is 
misguided in its implied application.  The AEG report provides insufficient ba-
sis to justify the “not-in-my-backyard” (NIMBY) position of the Grand Rapids 
Chamber.  Because AEG’s forecast is unsupported by real-world corroboration 
and verification—indeed it contradicts such evidence—the report does not 
warrant withdrawal of Senate support for a compact either. 
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II. AEG’S FORECAST GOES AGAINST COMMON SENSE 

If AEG’s forecast that the Michigan economy will shrink with ca-
sino introductions is generally true, why have scores of states re-
peatedly introduced and expanded casino gambling? 

Before even delving into the forecasting assumptions and models, the 
lay reader can readily see the need to approach AEG’s work with a skeptical 
eye.  If the AEG predictions were generally true, the other Indian casinos in the 
state clearly must have had a recessionary effect on the Michigan economy.  
Chambers of Commerce from Cheboygan to Jackson must have raised a hue 
and cry about jobs departing for the Indian casinos and related attractions 
across the state in Traverse City, Mount Pleasant, and Sault Ste. Marie.  Surely 
there must have been after-the-fact empirical studies showing Michigan’s 
economy shrinking with casino introductions.  Is there a reason the “analyti-
cally thorough” AEG did not cite them?   

Likewise by AEG’s forecasts, numerous states as diverse as Iowa, Indi-
ana, Illinois, and Mississippi must have damaged their economies with casi-
nos.  But they approved (and in many cases expanded) casino options at no 
risk of being hoodwinked by Indians (because they lack in-state tribes).  How 
could that be?  What about the voters of Arizona who passed an initiative 
loosening the restrictions on the size and scope of Indian gaming after almost 
a decade of first-hand experience with its allegedly recessionary effects?  How 
did they get duped?  Clearly by now somebody like the National Council of 
State Legislatures must have a white paper on how not to shrink your state 
economy with casinos, but again, why did the “analytically thorough” AEG 
not cite them?  Would the Nobel Laureates in Economics not also be decrying 
the shrinking US economy as the share of personal income spent on gambling 
has more than doubled and legal gambling revenues have increased 1600% 
between national commission reviews in 1975 and 1999? (Gerstein, et. al., p. 
3) 

In short: No.   

The AEG report has the courage of its assumptions and stands as one of 
the most audacious kinds of economic forecasts—a forecast that does not look 
askance at history, at its own ability to “forecast” past events, at corroborating 
impact studies, or at after-the-fact data on its subject.  Since Michigan’s Indian 
casinos have not brought contraction to the Michigan economy over the last 
decade, even the lay reader can see that AEG ought to offer some corrobora-
tion from the real world to substantiate its unconventional claims.  They do 
not do so, and consequently their forecast should be treated with deep skepti-
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cism.  Indeed because AEG did not cite ample evidence from Michigan and out 
of state and chose instead to apply a complicated, vulnerable, and untested 
forecasting method, no reasonable person should make policy based on AEG’s 
predictions.   

III. AEG’S FORECAST DIVERGES FROM SYSTEMATIC RESEARCH 

Research chartered by an independent national commission 
shows that casino introductions are associated with economic vi-
tality, contradicting AEG’s forecast of recessionary effects. 

The National Gambling Impact Study Commission—a congressionally 
chartered body comprising a rough balance of gambling industry representa-
tives and gambling critics—solicited a meta-analysis of casino impact studies 
by Adam Rose and Associates.  That review of more than 100 impact studies 
concluded:  

Economic theory and the preponderance of evidence indicate 
that the aggregate direct and indirect impacts of the construc-
tion, operation, and taxation of casinos are significantly positive.  
Broader economic costs relating to such factors as the use of gov-
ernment services and changes in property values are not insig-
nificant, but they do not come close to canceling out the more 
conventional output, income, and employment gains (Rose, 
1998, p. i).  

That same Commission also contracted with the University of Chi-
cago’s National Opinion Research Center (NORC) to examine US communi-
ties over 16 years to measure changes in socioeconomic conditions associated 
with casino introductions.  NORC’s random-sample review of 32 indicators of 
socioeconomic health—covering 16 years in 100 communities, half of which 
witnessed a casino introduction—showed substantial socioeconomic gains 
and no discernible adverse effects. Relative to the control group, which ex-
perienced no casino introductions, communities within 50 miles of a casino 
introduction experienced: 

- A 12% decline in unemployment (roughly a one-point decline); 

- A 13% decline in income from welfare programs; 

- A 17% decline in income from unemployment insurance; 

- A 3% decline in income from other transfer payment programs;  



    

ECONOMIC CRITIQUE OF THE ANDERSON REPORT  7 

- No discernible change in total per capita income, notwithstand-
ing the declines in income derived from welfare programs; and  

- No discernible change in seven indicators of crime, three indica-
tors of bankruptcy, and one indicator of infant mortality.  (Gers-
tein, et al., pp. 70-71). 

This ex post review of a random national sample of government statis-
tics by a neutral academic party indicates that casino introductions are associ-
ated with regional economic vitality.  NORC arrived at these findings neither 
by failing to address gross vs. net effects (as AEG repeatedly complains of eco-
nomic studies, pp. 1, 8, 17) nor because NORC layered assumption upon as-
sumption in a constructive forecast as AEG did—see below).  When NORC 
found that unemployment declines and families depend upon welfare less 
when casinos are introduced, it uses standard-issue social science statistical 
techniques that are used to assess everything from cigarette smoking risk to 
the income benefits of college education.   

A further investigation of NORC’s dataset (not associated with the 
Commission’s review) found that when the introduced casino was an Indian 
casino, the positive effects on the non-Indian community were even more 
pronounced (Taylor, et al., n.d.).  In particular, that research found that non-
Indian communities proximate to Indian casinos experienced: 

- A narrowing of the income gap—total incomes rose;  

- A reduction in welfare dependence at an even more pronounced 
rate;  

- No discernible increases in social ills (e.g., bankruptcy); and 

- Decreases in some crimes (Taylor, et al. n.d, 21-26).  

The effect is particularly visually apparent in the data on welfare.  Figure 1 
shows that relative dependence upon welfare started higher and finished 
lower in non-Indian communities that were close to Indian casino introduc-
tions. 
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Figure 1 
Casino Introductions and Welfare Dependence in Non-Indian Communities  
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Taylor, et al. (n.d.), Fig. 1. 

Yet despite its repeated claims to be “analytically thorough,” AEG’s re-
port does not examine or evaluate any of the above research, let alone recon-
cile its forecast with the demonstrated positive economic experience of scores 
of communities that witnessed casino introductions within fifty miles.  (Way-
land is twenty-five miles from Grand Rapids, making NORC’s research directly 
relevant to AEG’s forecasting project.)  Because the Commission’s systematic 
and neutral research of after-the-fact consequences directly contradicts AEG’s 
forecast, public policy should not be founded on AEG’s predictions. 

IV. AEG’S CONSTRUCTION OF THE FORECAST GENERATES ERROR 

AEG’s forecast connects a host of data sources, methods, and as-
sumptions whose combined reliability is never tested to deter-
mine how far it might be from reality. 

Forecasting involves a certain degree of imprecision, of course, but the 
way AEG has constructed its forecast is particularly prone to error.  Applying 
AEG’s method to a more familiar industry will make clear why.  Suppose again 
that a formidable competitor like California’s In-N-Out Burger enters the 
Michigan food market.  Further suppose that the laws of Michigan constrain 
how many fast-food franchises there are such that In-N-Out Burger makes 
profits that are quite above what most businesses make selling soups, sand-
wiches, and groceries.  And finally suppose that out-of-state investors own In-
N-Out Burger. 
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The AEG recipe for simulating the impact of In-N-Out Burger on the 
State of Michigan would run something like this:   

1. Assume every dollar In-N-Out Burger makes is a dollar lost to someone 
else—particularly from another burger restaurant but also from another 
industry altogether (i.e., “redirected expenditures” or “revenue from 
expenditure shifted from other industries”, p. 3).   Do this without ana-
lyzing whether consumers might be better off with more options, more 
geographically dispersed. 

2. Assemble GIS and local demographic data, and add to that, KPMG data 
on how frequently people attend fast food restaurants (but do so with-
out verifiable citation that would aid in testing reproducibility per fn. 
8).   

3. Apply data from a neighboring state study regarding how far people are 
willing to travel to restaurants (fn. 2).   

4. Assume (wholly without foundation) how geographic competition be-
tween burger restaurants works (per the discussion of Table 2 on p. 14).   

5. Insert these data and assumptions into a “mathematical and simulation 
software environment” where they will generate economic relation-
ships between firms and consumers over a geographic region in rela-
tionships that appear to bear little connection to how other economists 
think about the problem (see the discussion at Figure 4 below).   

6. Take the resulting forecast of revenue losses to all burger restaurants 
and subtract them from the prediction of In-N-Out Burger’s revenue, 
and assume from there that the remaining revenue to In-N-Out came 
from other industries.   

7. Insert the burger restaurant losses and the other industry losses into a 
“mathematical and simulation software environment” to yield multi-
plier effects across every industry in the state.  

8. Weigh the job and revenue losses and their associated multiplier effects 
against the gains. 

9. When it shows a net loss conclude:  

To support one job, it requires more expenditure at [an In-N-Out 
Burger] than at the average non-[In-N-Out Burger] establishment. 
This is because a large portion of the [In-N-Out Burger] expenditure 
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is directed (1) out of state, and (2) to uses that have a lesser spin-off 
effect on the economy (p. 6).  

The risk that a forecast with so many moving parts wanders away from 
reasonable estimates is considerable.  If a link or two in the chain of estimation 
is sufficiently deformed, the error will propagate through the calculations, 
rendering the whole approach unfit for any policy use.  The fact that AEG con-
structed this model with so many unverified relationships, un-cited sources, 
assumed behaviors, and mixed-and-matched data means that the report bears 
an extremely high burden to corroborate its intermediate and final predictions 
with reality.   

The adage “Garbage in, garbage out” is a warning about “mathematical 
and simulation software environments” like AEG’s.  The weakness of such 
constructive models of economies explains the core failings of planned 
economies—economies where governments would ascertain, among other 
things, which competitors should be in which markets.  To be realistic, fore-
casts like AEG’s must be verified against historical experience, out-of-state ex-
perience, empirical literature, and other forecasting approaches.  AEG does not 
provide even the most minimally adequate verification of its techniques.  On 
that basis alone, its conclusions cannot be trusted and certainly should not be 
the basis for policy. 
 

V. THE COMPONENTS OF THE AEG FORECAST ARE UNRELIABLE 

Certain critical individual elements of the AEG forecast are fa-
tally wrong and explain in significant part how AEG’s conclu-
sions diverge from common sense and systematic research. 

 Not only is the architecture of the AEG forecast flimsy, but also many of 
its critical building blocks are fatally unreliable.  The cornerstone of the AEG 
forecast is the modeling of competition between the Wayland facility and 
other spending opportunities in Michigan (including casinos).  If this compo-
nent of the forecast is incorrect (it is), the whole structure crumbles (hence the 
deviation from common sense and systematic research).   

 Recall that AEG forecasts economic shrinkage everywhere in Michigan 
except Allegan County and “Southeast Michigan” (p. 4).  These losses arise, 
according to AEG, from competition between the proposed Gun Lake casino 
in Wayland and the spending opportunities available in those regions—both 
gambling and non-gambling spending.  However, competition at the dis-
tances used by AEG is unlikely to be damaging to the Michigan economy. 
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 First of all and most important, such competition (whether at a distance 
or not) is not properly grounds for policy intervention blocking Gun Lake.  
Self-professed neutrality aside (p. 1), AEG’s explicit aim is to forecast inter- and 
intra-industry competitive “harms,” as if such harms ought to matter.  Perhaps 
they matter to AEG’s client, but AEG has not shown why they should reasona-
bly matter for policy.  Our governments generally do not (and should not) of-
fer protection to, for example, IBM’s market share from Dell’s encroachment 
simply because the economy of Armonk, NY (home of IBM’s headquarters) 
would shrink without it.  Longstanding US and state policies, ranging from 
antitrust to procurement, recognize the benefits of competition and encour-
age it.  AEG’s explicit framework invites policymakers to jump into markets 
because one party is competing with another.  It cannot be stressed enough: 
lawmakers should not take this bait. 

Second, even if AEG had demonstrated that such competitive “harms” 
somehow mattered for public policy, it is not a foregone conclusion that ca-
sino-on-casino competition has a negative effect on competitor revenues, as 
AEG would assume (per Item 1 in the recipe above).  Some of the largest casi-
nos in the world have opened in southeast Connecticut and in Detroit, and 
because they did not open simultaneously, their experience sheds light on the 
casino-on-casino competition that AEG forecasts.  Monthly revenues show 
that even monumental relative capacity additions at very close range do not 
necessarily appreciably nor permanently alter the total revenues of incumbent 
casinos. 

Figure 2 shows twelve years of data from eastern Connecticut where 
some of the largest and most abrupt capacity additions in the industry have 
been made (dotted lines and right-hand scale).  Foxwoods began operating in 
the early 1990s, first as a bingo operation, then as a compacted casino with no 
regional casino competition.  Less than 14 miles away in October 1996, Mo-
hegan Sun opened and thereby increased the slot machine capacity of the re-
gion by nearly 60%.  Five years later in October 2001 Mohegan Sun opened a 
major expansion and added another 20% to the existing capacity in that 
month alone, bringing the total combined Foxwoods and Mohegan Sun ca-
pacity increase from March to October of that year to 40%.  In neither event 
does Figure 2 show a significant and permanent decline in Foxwoods revenues 
(solid lines and left-hand scale).   
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Figure 2 
Monthly Slot Machine Capacity and Net Revenue 
Connecticut, 1993-2004 
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State of Connecticut, Division of Special Revenue, 2005a, 2005b. 

The same basic behavior of revenue data is evident in Detroit.  Figure 3 
shows the evolution of Detroit casino revenues over a half decade.  Recall that 
when they entered, the Detroit casinos were immediately competing in a re-
gion that had been served by the nearby Windsor facility for some time, so 
presumably, their revenues would have been under more competitive pressure 
from the beginning than in eastern Connecticut. Notwithstanding their mu-
tual close proximity of about one-and-a-half miles, precipitous and perma-
nent declines in revenues are not apparent upon entry of competitors here ei-
ther.  Compare the Connecticut and Detroit evidence to AEG’s forecast that 
assumes revenue encroachments of between 5% and 36.5% (depending upon 
distances—more below) for casinos that are no closer than a hundred miles 
from Wayland, most of which are considerably further. 
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Figure 3 
Detroit Casinos’ Monthly Net Revenue  
July, 1999 – December, 2004 
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Michigan Gaming Control Board (2004). 

Thus, the readers of the AEG report might reasonably ask: How is it that 
AEG forecasts revenue losses at casinos two, three, or even more hours’ driving 
time away from Wayland, when at much closer ranges, real-world observation 
of casino introductions and revenues shows little or no such encroachment.   
More to the point, if casinos offering virtually identical goods and services at 
close proximity are capable of maintaining revenues when new entrants ar-
rive, then should not distant boat marinas, movie theaters, and hunting 
lodges offering quite distinct leisure services also be able to withstand the sup-
posed statewide onslaught of competition from Wayland?  If so, then the 
negative effects in the AEG report for “Northern Michigan” and “Middle 
Michigan” (p. 4) drop toward zero, and AEG’s forecast quickly flips to the posi-
tive for Michigan.  And again, no policy should be made to block the Wayland 
casino on the basis of the AEG forecast. 

Third, the way AEG gets to its unusual predictions is by making assump-
tions that are, by all appearances, wholly ungrounded.  AEG’s Table 2 forecasts 
the behavior of consumers at various distances and under varying levels of ca-
sino-on-casino competition.  For example, when a group of people is in Ca-
sino A’s “secondary” trade area and in Casino B’s “tertiary” trade area, then 
63.5% of the customer base in that location is assumed to go to Casino A and 
36.5% assumed go to Casino B. (Note the precision of the assumption.)  Table 
2 is at the foundation of the rest of AEG’s forecast, yet Table 2 is apparently a 
whole-cloth creation of the Anderson Economic Group.  Its predictions of 
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corporate and human behavior have no apparent basis in empirical research, 
prior literature, visits to casinos, polls—nothing.   

Not surprisingly, the prediction deviates significantly from observed 
behavior.  The shaded step function in Figure 4 shows how the assumptions of 
AEG’s Table 2 predict attendance over distance (in conjunction with AEG’s 
primary, secondary, and tertiary market definitions and with KPMG’s un-cited 
participation rate).  Economists who have real-world data regarding the actual 
participation (and expenditures) of consumers at casinos do not use step func-
tions like AEG’s to describe consumer and company behavior over geography.  
Instead, they derive what are generally known as “gravity” models from actual 
data on customer behavior (see e.g., Cummings, 2003).  The black region in 
Figure 4 schematically displays the pattern of behavior observed directly in ca-
sino player club data and other actual visitation data.2  This empirically ob-
served relationship is dramatically different from AEG’s: the observed visita-
tion falls off very quickly with distance.  And since customers attend a casino 
with exponentially declining frequency the further away they are, competi-
tion between facilities at a distance must decline rapidly too.   

In fact, AEG’s failure to test (let alone implement) a much more empiri-
cally justifiable model of consumer behavior explains much of how AEG can 
arrive at the rather surprising and unusual finding that regions far from Way-
land (e.g., “Northern Michigan,” “Middle Michigan”) will be competitively 
vulnerable to Wayland.  AEG assumed what they wanted to prove: the step 
function assumes that competition will be significant at long distances.  More 
to the point, AEG’s failure at the micro level to accurately reflect experience 
(e.g., Figure 2 and Figure 3) and research (e.g., Cummings) explain the macro 
deviations of AEG’s forecast from the systematic research on casino economic 
consequences (i.e., Rose and Gerstein, et al.).  Recall also that this very compe-
tition is the objective of good economic policy in the first place, and AEG has 
not demonstrated how a Wayland facility would be a threat to it. 

                                                        
2 Note that the schematic gravity model function in black in Figure 4 is not empirically de-
rived from data in Michigan or anywhere else, as far as its height and its left-right position are 
concerned. Only in its curvature is empirically derived.  
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Figure 4 
Anderson Economic Group:  Annual Visits by Travel Time Assumption 
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Note: Gravity model represented schematically. 
Anderson, et al., p. 9. 

The report also fails on a number of occasions to adequately describe 
significant and relevant economic attributes of the facility it models.  For ex-
ample, the likelihood that Gun Lake’s casino payments to out-of-state inves-
tors will continue on forever (or even for all of AEG’s decade of analysis) is 
near zero.  Indian tribes all across America let their management contracts ex-
pire (the terms are capped by IGRA at seven years), and they even buy them 
out ahead of expiration.  By whatever means they reach the point of full con-
trol, the tribes continue at that point investing in regional economic diversifi-
cation, government services, socioeconomic investment, and a host of other 
on-reservation and in-state activities—probably with even more vigor.  In the 
same vein, there is also no risk that Gun Lake will move its headquarters and 
operations to Mexico or China.  

AEG also glosses over the revenues that the Wayland facility will pay to 
Michigan governments.  Under the terms of Michigan-tribal compacts 2% of 
revenues flow to local governments to address impacts and 8% flow to the 
State general fund.  Most of the tribes in Michigan no longer pay the 8% funds 
under an exclusivity clause that does not require them to pay after the open-
ing of the Detroit casinos.  The Gun Lake facility will grandfather the Detroit 
casinos, thus making the 8% transfer to Michigan a requirement from the be-
ginning.  AEG skirts discussion of what the ebb and likely new flow of Michi-
gan tribes’ 8% funds means for the alleged shrinking of the Michigan econ-
omy.  Those dollars are cannot be taken out of state and probably matter to 
Michigan taxpayers. 
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VI. CONCLUSION 

Public policy should not be influenced by AEG’s forecast. 

Simulation and forecasting are not everywhere unreliable or unhelpful, 
but AEG has demonstrated their essential weakness.  Detached from on-the-
ground data, from other research, from empirical tests of assumptions, and 
from a multitude of other possible verifications, simulations and forecasts eas-
ily wander astray.  Despite its self-described sophistication, rigor, and thor-
oughness, the AEG report blithely ignores the risks of forecasting.  Ample in-
state experience of casino introductions exists, yet the AEG report does not 
search for it.  More damaging still, the AEG report also fails to put itself to the 
premier test of such models:  to forecast the past accurately.  The introduction 
of Soaring Eagle, Kewadin, MGM, Greektown, or any other casino in Michigan 
(or elsewhere) offers the acid test of AEG’s approach.  The forecast ignores 
them, and it is no wonder their results do not correspond with common sense 
or empirical research. 

At best, AEG’s failure to pull away from their “mathematical and simu-
lation software environment” to explore even the most easily accessible data 
and research on casino competition and impacts belies AEG’s repeated self-
description as “sophisticated” and “analytically thorough.”  More likely, the 
fact that the AEG forecast goes so clearly against common sense, systematic 
research, and the Michigan experience, implies AEG has bought into the long-
standing NIMBY intransigence of its client, the Grand Rapids Chamber of 
Commerce. 

The effect of AEG’s “neutral” work is hardly benign public policy re-
sults.  Long-standing opponents of Gun Lake commissioned and now use 
AEG’s work to obstruct the workings of IGRA’s framework for negotiating how 
not whether Indian gaming proceeds.  Gun Lake seeks to exercise its legal pre-
rogatives as a federally recognized Indian government by opening a casino in 
Wayland.  The Band has found an investor willing to stake its capital on the 
market opportunity in the Tribe’s region.  Various environmental and other 
reviews have been undertaken to assess the effects of the facility.  Likewise 
various discussions, meetings, and negotiations have taken place to ensure 
that traffic intensity, law enforcement needs, and other external impacts are 
addressed.  The research cited above from the National Gambling Impact 
Study Commission demonstrates that now that these public infrastructure is-
sues are resolved, there is nothing for the region to fear.  

Per Congress, Indian gaming policy is predicated on the good faith ne-
gotiation of compacts between tribes and states over a) regulation and b) scope 
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of games.  Nothing in IGRA gives states veto power over whether gaming pro-
ceeds on a reservation.  If the Michigan Senate rescinded its support for a 
compact with Gun Lake on the basis of the AEG report, perhaps it has failed to 
examine the issue in good faith.  Perhaps it did not walk through the layper-
son’s skeptical examination of AEG’s results.  Perhaps it did not retrieve the 
readily available and plainly contradictory independent and credible eco-
nomic research.  If so, the Senate has fallen victim to special-interest proclivi-
ties in contravention of Indian self-determination and the explicit Indian ex-
emption of Proposal 1.  Moreover, it has done so on behalf of narrow Grand 
Rapids interests touting junk science.  The AEG report is not robust enough to 
justify any public policy on gaming, let alone overturn policies that rightly 
promote competition and support Indian self-government.   
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