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S T A T E  O F  A L A S K A  1987 L E G I SLA TIV E SESSION
FISCAL N O T E

RF.OUF.ST:

R e v is io n  D a t e : _______________________
T id e  An Act establishing a 
creating the Alaska State 
and establishing the arts 
b r o a d c a s t i  n 9- a c r . n n n i . , . . p - t x .
Sponsor: Rep. Boyer and Cato

B ill  V e r s i o n : 
P u b lis h  D a t e :

HB 236

.Dept, of Administrate
State lo t te ry , 
Lottery Coro . , 
.and, public .

rru^ A Ia“ ka' Public Broadcasting
 Commission_______________
Components :__A£R£_________________

R equestor: House Labor & Commerce Commit t e e  
EXPENDITURES/REVENUES: (Thousands of Dollars)

O P E R A T IN G F Y  87 F Y  88 F Y  89 F Y  9 0 F Y  91 F Y  9 2

PERSONAL SER V IC ES
TRAVEL
CONTRACTUAL
SU PPLIES
EQUIPMENT
LAN D &  STR U C TU R ES
G R A N TS, C L A IM S
M ISCELLANEOUS

0 0 D n n n
0 0 0 0 n n
0 n n n n n
0 0 .. 0 0 0 o

0 o . 0 n 0 0

T O T A L  O P E R A T IN G 0 0 0 0 0 0

CAPITAL ! o 1 o 0 0 1 . 2 . . . . 1 0

REVENUE j Estimate pf lo t te ry revenue should be obtained fronj Departmeit 
of Revenue .

F U N D I N G :  (T h o u s a n d s  o f  D o lla rs )

G E N E R A L  F U N D  

F E D E R A L  F U N D S  

o r i i E R  

T O T A L

0 0 0 0 0 0

0 0 0 0 0 0

0 . ....... \ Q ..........- 0 0 0 0
n _ P _________ .n n o , Q _ .  .

POSITIONS:
F U L L T IM E
PART-TIM E
TEM PORA RY

0 0 0 0 0 0
D • 0 0 0 0 0
0 0 0 0 0 0

A N A L Y S I S  :  (A tta c h  a  se p a ra te  p a g e  i f  n e ce ssa ry )

No additional expenditures o f any type are anticipated by the APBC as a 
resu lt of th is b i l l .

(

P re p a re d  by: Charles M. Northri p G L u L 465-2846
D i v i s i o n :_ Alaska Public Broadcasting D a t e : April 22. 1987

A p p ro v e d  by  C o m m is s io n e r : Garre.y Peska   p a ( e .
A g e n c y : Department of Administration '______________
D is tr ib u tio n  (b y  p re p a re r  ) :

L e g is la tiv e  F in a n c e  
L e g is la tiv e  S p o n s o r  
R eq u es to r

O ff ice  o f  M a n a g e m e n t a n d  B u d g e t 1 ..
Im p ac ted  A g e n cy t ies) PaSe ----------- o f  —
S e n a te  S e c re ta ry



POSITION PAPER 
B i l l #HB 236

This b i l l would establish an o f f ic ia l Alaska State Lottery, to be 
operated by an Alaska State Lottery Corporation. The net proceeds of the 
lo t te ry (a fte r expenses and prizes) would be deposited in an arts and 
public broadcasting account with in the State's general fund. The Alaska 
State Council on the Arts and the Alaska Public Broadcasting Commission 
would receive th e ir appropriations, via the regular appropriations 
process, on an annual basis, from the lo tte ry proceeds. The leg is la tu re 
would reta in authority to make annual appropriations and would also 
maintain authority to fund other a c t iv i t ie s of State government from 
proceeds remaining in the lo t te ry fund.

The major impacts o f an o f f ic ia l State lo t te ry , insofar as State 
government is concerned, would be fe l t  by the Department of Revenue, 
which would be required to administer the new Vottery corporation. The 
problems associated with establishing and policing a State lo t te ry are 
best le f t , therefore, to that department.

The impact on the Alaska Public Broadcasting Commiision, currently housed 
in the Department o f Administration, would be to change i ts  soi,vce of 
State revenue from regular General Fund monies to a specific accen t in 
the General Fund.

CommissrGjfeT"Gar fey Peska 
Department o f Administration
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STATE OF ALASKA 1987 LEGISLATIVE SESSION
FISCAL NOTE

REQU.ES.T_
R e v i s i o n  O a t e : _____________________________
T i t l e :  " E s t a b l i s h i n g  a  s t a t e  l o t t e r y ,  
c r e a t i n g  t h e  Ak S t a t e  L o t t e r y  C o r p . . -  
S p o n s o r :  B o v e r  & C a t o ____________________

B i l l  V e r s i o n :  HB 236 
P u b l i s h  D a t e : __________

Age nc y A f f e c t e d :  D e p a r t m e n t  o f  R e v en u e  
BRU: P u b l i c  S e r v i c e s  O o e r a t i n o ________

C o m p o n e n t s :  __________________________________
R e q u e s t o r :  L a b o r

EXPENDITURES/REVENUES: ( T h o u s a n d s  o f  D o l l a r s )
| OPERATING I FY 87  I FY 88  I FY 89  I FY 90 I FY 91 I FY 92 |

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS/CLAIMS
MISCELLANEOUS____I

I TOTAL OPERATING

I 0
0
0
0
0
0
0
0
0

169.8
80.8

238.3
4.0

71.6
0
0
0

564.5

I I I

I CAPITAL -  I

1-REVENUE

FUNDING: ( T h o u s a n d s  o f  D o l l a r s )

| GENERAL FUND 
j FEDERAL FUNDS 
1-QIH.LR___________
| TOTAL

0 | 564.5 |
0 | 0 |
0 I 0 |
0 | 564.5 |

POSITIONS:
| FULL-TIME 
j PART-TIME 
j TEMPORARY

ANALYSIS: See  a t t a c h e d

P r e p a r e d  b y :  S a l l y  S m i t h  
D i v i s i o n :  Pub!  i c S e r v i  ct<s

A p p r o v e d  by 
Commi s s i o n e r :  

A g e n c y :  Re v e n u e

D i s t r i b u t i o n  ( b y  A g e n c y  p r e p a r i n g  f i s c a l  n o t e ) :  

L e g i s l a t i v e  F i n a n c e  
L e g i s l a t i v e  S p o n s o r  
R e q u e s t o r

O f f i c e  o f  Ma n ag emen t  & B u d g e t  
I m p a c t e d  A g e n c y ( i e s )
S e n a t e  S e c r e t a r y

page _L of _fi

P h o n e :  4 6 5 - 2 3 9 2
D a t e :  A p r i l  2 4 .  1987

D a t e :



CONTINUATION OF FISCAL NOTE ANALYSIS

F o r  B i l l / R e s o l u t i o n  HB 236

T h i s  f i s c a l  n o t e  a s s u m e s  t h a t :

Assumptions:

1) t h e r e  w i l l  be  f o u r  s t a f f  members  f o r  p r e - p l a n n i n g ,  r e s e a r c h  c o o r d i n a t i o n  a nd  
t r a n s i t i o n  w i t h  t h e  c o n t r a c t o r s  a nd  t h e  b o a r d ;

2 )  t h e  s t a f f  w i l l  be  l o c a t e d  i n  A n c h o r a g e ;

3 )  r e s e a r c h  f o r  an a n a l y s i s  o f  i n - s t a t e  i m p l i c a t i o n s  w i l l  be  c o n t r a c t e d ;
4 )  m o v i n g  e x p e n s e s  f o r  t h e  e x e c u t i v e  d i r e c t o r  w i l l  be  p a i d ;

5 )  FY89 f i g u r e s  w i l l  be  d e t e r m i n e d  by s t a f f  a nd  t h e  b o a r d ;
6 )  t h e  b o a r d  w i l l  be  a p p o i n t e d  by S e p t e m b e r  a nd  w i l l  m e e t  m o n t h l y  d u r i n g  t h e  

d e v e l o p m e n t  p e r i o d  t o  d e v e l o p  p o l i c i e s  and  h o l d  p u b l i c  h e a r i n g s .

EEBSflML SEBHCES

The E x e c u t i v e  D i r e c t o r  w i l l  h a n d l e  a d m i n i s t r a t i v e  i m p l e m e n t a t i o n  o f  r e g u l a t i o n s  o f  t h e  
c h a p t e r  a nd  a d m i n i s t r a t i o n  o f  t h e  l o t t e r y  c o r p o r a t i o n .  A R e s e a r c h  A n a l y s t  IV w i l l  
c o o r d i n a t e  t h e  d i r e c t i o n  o f  t h e  c o n t r a c t e d  r e s e a r c h  a nd  g a t h e r  d a t a  a nd  i n f o r m a t i o n  f r om 

o t h e r  s t a t e  l o t t e r i e s .  The A n a l y s t / P r o g r a m m e r  w i l l  r e v i e w  p r o p o s e d  c o m p u t e r  s o f t w a r e  
r e q u i r e d  f o r  i m p l e m e n t a t i o n .  A c o n t r a c t o r  may be  s e l e c t e d  t o  i m p l e m e n t  t h e  c o m p u t e r  

s y s t e m  and  t h e  o p e r a t i o n a l  e nd  o f  a  l o t t e r y .  T h i s  o p t i o n  o f f e r s  l o w e r  s t a r t u p  c o s t s  b u t  
d o e s  n o t  p r o v i d e  a  s t r u c t u r e  f o r  s t a t e - s e l e c t e d  e x p a n s i o n .

P e r s o n a l  s e r v i c e s  a s s u m p t i o n s :  The A d m i n i s t r a t i v e  A s s i s t a n t  w i l l  be  h i r e d  a s  a
t e m p o r a r y  b e g i n n i n g  J u l y  1 t o  p r o v i d e  r e s e a r c h  a s s i s t a n c e  a nd  c l e r i c a l  b a c k - u p .  The 
R e s e a r c h  A n a l y s t  w i l l  be  a p p o i n t e d  by t h e  b o a r d  on a t e m p o r a r y  b a s i s  b e g i n n i n g  i n  

S e p t e m b e r .  The E x e c u t i v e  D i r e c t o r  w i l l  be  a p p o i n t e d  by J a n u a r y  a n d  w i l l  s e l e c t  t h e  
A n a l y s t / P r o g r a m m e r .

1 E x e c u t i v e  D i r e c t o r  
1 R e s e a r c h  A n a l y s t  IV 

1 A d m i n i s t r a t i v e  A s s i s t a n t  I I  
1 A n a l y s t / P r o g r a m m e r  IV

6 , 6 6 2 6 mos. 3 9 , 9 7 2

4 , 9 6 1 9 mos. 4 4 , 6 4 9
3 , 1 6 0 12 mos. 3 7 , 9 2 0
4 , 2 9 1 5 mos. 2 1 . 4 5 5

$ 1 4 3 , 9 9 6

B o a r d  c o m p e n s a t i o n  a s s u m p t i o n s :  The b o a r d  w i l l  be  c o m p e n s a t e d  a t  $150 p e r  d a y  f o r
m o n t h l y  m e e t i n g s ,  w h i c h  b e g i n n i n g  i n  S e p t e m b e r  w i l l  b e  two d a y s  e a c h ,  p l u s  o ne  day 

t r a v e l  t i m e .  B e g i n n i n g  i n  J a n u a r y ,  m e e t i n g s  w i l l  b e  c o m b i n e d  w i t h  p u b l i c  h e a r i n g s  a s  

p o l i c i e s  d e v e l o p  and  w i l l  be  t h r e e  d a y s  i n  l e n g t h ,  p l u s  o n e  d a y  t r a v e l  t i m e .  T h r e e  
m e e t i n g s  w i l l  b e  h e l d  i n  r u r a l  a r e a s  n e c e s s i t a t i n g  a n a d d i t i o n a l  d a y  o f  t r a v e l  t i m e .

4 members  4  m e e t i n g s ,  3 d a y s  e a c h ,  1 5 0 . 0 0 / d a y  7 , 2 0 0
3 m e e t i n g s ,  4  d a y s  e a c h ,  1 5 0 . 0 0 / d a y  7 , 2 0 0

3 m e e t i n g s ,  5 d a y s  e a c h , . 1 5 0 . 0 0 / d a y  9 . 0 0 0

$ 2 3 , 4 0 0

The b o a r d  w i l l  a l s o  be  t r a v e l i n g  o u t  o f  s t a t e  f o r  f a m i l i a r i z a t i o n  w i t h  o t h e r  l o t t e r y  
o p e r a t i o n s .  T h e s e  t r i p s  w i l l  r e q u i r e  f o u r  d a y s  o f  c o m p e n s a t i o n .

4 members  4  d a y s  t r a v e l  $ 2 , 4 0 0

Total personal se rv ices  S169.796.
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I

TRAVEL

I n - s t a t e  t r a v e l  w i l l  be  n e c e s s a r y  f o r  c o o r d i n a t i o n  o f  s t a r t - u p  o f  l o t t e r y ,  m o n t h l y  b o a r d  

m e e t i n g s  d u r i n g  d e v e l o p m e n t  p e r i o d ,  a n d  p u b l i c  h e a r i n g s .  O u t - o f - s t a t e  t r a v e l  i s  

r e q u i r e d  f o r  s e m i n a r s  a nd  o n - s i t e  t r a i n i n g  i n  l o t t e r y  s t a t e s .

I n - s t a t e

B o a r d  m e e t i n g s  a s s u m p t i o n s :  The b o a r d  w i l l  m e e t  m o n t h l y  b e g i n n i n g  i n  S e p t e m b e r .  

T h e s e  m e e t i n g s  w i l l  b e  c o mb i ne d  w i t h  p u b l i c  h e a r i n g s  a s  p o l i c i e s  a r e  d e v e l o p e d .  The 
i n i t i a l  b o a r d  m e e t i n g s  f r om S e p t e m b e r  t h r o u g h  O e ce m b e r  w i l l  be  h e l d  i n  A n c h o r a g e .  
P u b l i c  h e a r i n g s  w i l l  be  h e l d  i n  c o n j u n c t i o n  w i t h  t h e  m e e t i n g s  f ' o m  J a n u a r y  t h r o u g h  

J u n e  i n  A n c h o r a g e ,  F a i r b a n k s ,  J u n e a u ,  K o t z e b u e .  8 e t h e l  a nd  K e t c h i k a n .  One b o a r d  
member  w i l l  r e s i d e  i n  A n c h o r a g e ,  o n e  i n  F a i r b a n k s ,  o n e  i n  K e t c h i k a n  a nd  one  i n  
Nome. The C o m m i s s i o n e r  o f  R e v e n u e  w i l l  r e s i d e  i n  J u n e a u .

M o n t h l y  m e e t i n g s  h e l d  i n  A n c h o r a g e ,  S e p t e m b e r  t h r o u g h  O e c em b er :

A i r  f a r e  ( c o a c h )
4 m embe rs  t r a v e l ,  4 t r i p s  5 , 8 0 8

P e r  d i e m ,  S80 p e r  d a y ,  5 members  
4 m e e t i n g s ,  2 d a y s  p l u s  1 d a y  t r a v e l  e a c h  4 , 4 8 0

M e e t i n g s  c o m b i n e d  w i t h  p u b l i c  h e a r i n g s ,  o n e  i n  e a c h  c i t y :

ANCHORAGE:
A i r  f a r e  ( c o a c h ) ,  4 members  t r a v e l  1 , 4 5 2

P e r  d i e m ,  $80 p e r  d a y ,  5 members

3 d a y s  m e e t i n g ,  1 d a y  t r a v e l  1 , 5 2 0

FAIRBANKS:
A i r  f a r e  ( c o a c h ) ,  4 members  and  d i r e c t o r  1 , 8 9 8
P e r  d i e m ,  $90 p e r  J a y ,  5 m em be rs ,  d i r e c t o r

3 d a y s  m e e t i n g ,  1 da y  t r a v e l  2 , 0 7 0

C a r  r e n t a l ,  $50  p e r  d a y ,  3 d a y s  150

JUNEAU:
A i r  f a r e  ( c o a c h ) ,  4  members  a nd  d i r e c t o r  1 , 9 7 0

P e r  d i e m ,  $80  p e r  d a y ,  4 me mb er s ,  d i r e c t o r

3 d a y s  m e e t i n g ,  1 d a y  t r a v e l  1 , 6 0 0

KOTZEBUE:
A i r  f a r e  ( c o a c h ) ,  5 members  a nd  d i r e c t o r  2 , 9 9 4
P e r  d i e m ,  S90 p e r  d a y ,  5 m emb er s ,  d i r e c t o r

3 d a y s  m e e t i n g ,  2 d a y s  t r a v e l  2 , 7 0 0

BETHEL:
A i r  f a r e  ( c o a c h ) ,  5 members  a nd  d i r e c t o r  3 , 1 2 7

P e r  d i e m ,  $85  p e r  d a y ,  5 m em be rs ,  d i r e c t o r
3 d a y s  m e e t i n g ,  2 d a y s  t r a v e l  2 , 5 5 0
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KETCHKAN:
A i r  f a r e  ( c o a c h ) ,  4  members  a nd  d i r e c t o r  

P e r  d i e m ,  $80 p e r  d a y ,  5 m em b e rs ,  d i r e c t o r
2,486

3 d a y s  m e e t i n g ,  2 d a y s  t r a v e l 2 , 2 4 0

I n - s t a t e  t r a v e l  t o t a l S-37-.0f»5.

Qut-of-state

Boar d a nd  s t a f f  t r a i n i n g  a s s u m p t i o n s :  The h o a r d  a nd  a l l  s t a f f  memb ers  w i l l  • j i r e  
f a m i l i a r i z a t i o n  w i t h  l o t t e r y  o p e r a t i o n s  i n  o t h e r  s t a t e s .  Two b o a r d  m embe rs  a nd  two 

s t a f f  members  w i l l  t r a v e l  t o  S a l e m ,  O r .  T h r e e  b o a r d  m em b er s  a n d  two s t a f f  members  
w i l l  t r a v e l  t o  O l y m p i a ,  Ha .  Each t r i p  w i l l  be  f o r  f o u r  d a y s .

SALEH, OR:
A i r  f a r e  ( c o a c h ) ,  f o r  f o u r  t o  P o r t l a n d  2 , 7 5 2
C a r  r e n t a l ,  t o  d r i v e  t o  S a l e m ,

$53 p e r  day  f o r  4  d a y s ,  p l u s  m i l e a g e  272
P e r  d i e m ,  $80 p e r  d a y ,  f o r  4 d a y s  1 ,.'180

OLYMPIA, HA:

A i r  f a r e  ( c o a c h ) ,  f o r  f i v e  t o  S e a t t l e  3 , 2 5 0
C a r  r e n t a l  t o  d r i v e  t o  O l y m p i a  

$54 p e r  d a y  f o r  4  d a y s ,  p l u s  m i l e a g e  2 7 6
P e r  d i e m ,  $80 p e r  d a y ,  f o r  4  d a y s  1 . 6 0 0

T o t a l  b o a r d  a nd  s t a f f  t r a i n i n g  t r a v e l  $ 9 , 4 3 0

E x e c u t i v e  d i r e c t o r  t r a i n i n g  a s s u m p t i o n s :  The e x e c u t i v e  d i r e c t o r  a nd  r e s e a r c h  a n a l y s t  
w i l l  r e q u i r e  a d d i t i o n a l  t r a i n i n g  i n  o t h e r  l o t t e r y  s t a t e s .  T r a i n i n g  w i l l  t a k e  p l a c e  

i n  C o l o r a d o ,  M o n t a n a ,  C a l i f o r n i a ,  B r i t i s h  C o l u m b i a ,  I l l i n o i s ,  a n d  M a s s a c h u s e t t s .
Two s t a t e s  w i l l  be  v i s i t e d  on e a c h  t r i p .

COLORADO, MONTANA:
A i r  f a r e ( c o a c h ) ,  f o r  two 2 , 5 0 0

P e r  d i e m ,  $80 p e r  d a y ,  7 d a y s  1 , 1 2 0
C a r  r e n t a l ,  5 d a y s ,  $ 5 4  p e r  d a y  270

CALIFORNIA, BRITISH COLUMBIA:

A i r  f a r e  ( c o a c h ) ,  f o r  two 2 , 0 1 6
P e r  d i e m ,  $80 p e r  d a y ,  7 d a y s  1 , 1 2 0

C a r  r e n t a l ,  5 d a y s ,  $5 5 p e "  d a y  2 7 5

ILLINOIS,  MASSACHUSETTS:
A i r  f a r e  ( c o a c h ) ,  f o r  two 

P e r  d i e m ,  $80 p e r  d a y ,  7 d a y s  

C a r  r e n t a l ,  5 d a y s ,  $60 p e r  day

2 , 7 5 6  

1,120 
- 300

T o t a 1 a d d i t i o n a l  s t a f f  t r a i n i n g  t r a v e l $ 1 1 , 4 7 7

page 4 of 6



I

D i r e c t o r  c a n d i d a t e s  a s s u m p t i o n s :  T h r e e  c a n d i d a t e s  w i l l  b e  t r a v e l i n g  f r om B a l t i m o r e ,

C h i c a g o  a n d  S a c r a m e n t o  f o r  f i n a l  i n t e r v i e w s .  The s u c c e s s f u l  c a n d i d a t e  w i l l  be  moved 
t o  A n c h o r a g e  a t  s t a t e  e x p e n s e .

C a n d i d a t e  t r a v e l :
A i r  f a r e  ( c o a c h ) ,  f o r  t h r e e  3 , 2 71
P e r  d i e m ,  $ 8 0  p e r  d a y ,  4 d a y s  460

4 , 2 3 1

Moving e x p e n s e s :
( a s s u m p t i o n :  4 f a m i l y  members  f r om B a l t i m o r e )

H o u s e h o l d  g o o d s  ( 1 0 , 0 0 0  l b s )  1 1 , 50 0
A i r  f a r e  f o r  4  a d u l t s  2 , 9 1 2
P e r  di em f o r  21 d a y s ,  $50 p e r  d a y ,  f o r  4 4 . 2 0 0

1 8 , 6 1 2
O u t - o f - s t a t e  t r a v e l  t o t a l  $ 4 3 . 7 5 0 .

TOTAL TRAVEL S 8 0 . 7 9 5 .

CONTRACTUAL

The c o n t r a c t u a l  f i g u r e s  i n c l u d e  d a i l y  o f f i c e  e x p e n s e  i t e m s  a nd  t h e  c o s t  o f  a  c o n t r a c t e d  

a n a y l s i s  o f  d e m o g r a p h i c ,  s o c i a l  a nd  m a r k e t i n g  p o s s i b i l i t i e s .  A l l  f i g u r e s  a r e  b a s e d  on a  
s t a f f  o f  f o u r  o v e r  a  12 mo nth  p e r i o d .

O f f i c e  c o m m u n i c a t i o n s :

Long d i s t a n c e :  a s s u m i n g  10 c a l l s  p e r  d a y ,
22 w o r k i n g  d a y s  p e r  m o n t h ,

a t  $ 4 . 5 0  p e r  c a l l  1 1 , 880

Local  s e r v i c e :  $70 p e r  m o n t h ,
f o r  12 m o n t h s  8 4 0

T o t a l  o f f i c e  c o m m u n i c a t i o n s  12 , 72 0

Copy c o s t s :  i n c l u d e s  e q u i p m e n t  l e 3 s e ,  1 , 600
. p a p e r  a n d  t o n e r

P r i n t i n g  a nd  m a i l i n g  o f  p r o p o s e d  r e g u l a t i o n s :

10 p a g e s ,  2  s i d e d ,  3 0 , 0 0 0  c o p i e s  2 5 , 7 0 0

A d v e r t i s i n g  o f  r e g u l a t i o n s  a nd  p u b l i c  h e a r i n g s  2 0 , 0 0 0

Word p r o c e s s i n g  work  s t a t i o n  m a i n t e n a n c e :

$600 p e r  w o r k  s t a t i o n ,  4 work s t a t i o n s  2 , 4 0 0

O f f i c e  s p a c e :  F i g u r e s  a r e  b a s e d  on s p a c e  a t  E n s e a r c h  P l a z a  w h i c h  h o u s e s  t h e  c u r r e n t  
00R o f f i c e s .  T h i s  w i l l  a l l o w  a  s i m p l i f i e d  l i n k  t o  t h e  e x i s t i n g  c o m p u t e r  s y s t e m  
a l r e a d y  i n  u s e  i n  t h e  DOR A n c h o r a g e  f i e l d  o f f i c e .

850 sq f e e t  o f  s p a c e  @ $ 2 . 0 5  p e r  s q .  f o o t
o r  $ 1 , 7 4 2 .  2 0 , 9 1 0
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M a r k e t  r e s e a r c h :  T h e s e  f i g u r e s  w e r e  d e r i v e d  f r o m  an e s t i m a t e  o b t a i n e d  i n  19 86 .  The 

I n s t i t u t e  f o r  S o c i a l  a nd  E c on om i c  R e s e a r c h  w ou l d  p e r f o r m  an i n d e p t h  s t u d y  o f  s o c i a l  
i m p a c t s ,  p o t e n t i a l  m a r k e t s ,  a nd  a  d e m o g r a p h i c  a n a l y s i s .

155 ,00 0
T o t a l  C o n t r a c t u a l  S 2 3 8 . 3 3 0 .

SUPPLIES

O f f i c e  s u p p l i e s  a r e  e s t i m a t e d  a t  $ 1 . 0  e a c h  f o r  f o u r  s t a f f .

O f f i c e  S u p p l i e s  $ 4 . 0 0 0 .

EQUIPMENT

O f f i c e  f u r n i t u r e  a nd  e q u i p m e n t  c o s t s  a r e  f i g u r e d  f o r  f o u r  e m p l o y e e s .  A Wang V . S .  90 i s  
c u r r e n t l y  i n  u s e  i n  DOR o f f i c e s ,  i n  E n s e a r c h  P l a z a ,  i n  A n c h o r a g e .

4 S y s t e m s  f u r n i t u r e ( $ 3 , 0 0 0  p e r  u n i t )  1 2 , 000

4 Leg al  s i z e  f i l e  c a b i n e t s  1120
4  c a l c u l a t o r s  540
4 Wang 4230  wor k  s t a t i o n s  ( $ 2 , 0 7 0  e a c h  ) 8 , 2 8 0

The e x i s t i n g  V . S .  90 c o m p u t e r  s y s t e m  i n  A n c h o r a g e  i s  n o t  c a p a b l e  o f  h a n d l i n g  t h e  

i n c r e a s e d  m e m o r y / s t o r a g e  r e q u i r e d  t o  a c c o m m o d a t e  f o u r  new work s t a t i o n s .  The f o l l o w i n g  
e q u i p m e n t  i s  n e c e s s a r y  f o r  a d d i n g  t o  t h e  c o m p u t e r ' s  c a p a c i t y .

1 s e r i a l  i n p u t - o u t - p u t  p r o c e s s o r  3 , 6 0 0
1 390 m e g a - b y t e  d i s k  d r i v e  2 2 , 0 0 0

1 d i s k  i n p u t - o u t p u t  p r o c e s s o r  1 0 , 5 0 0
1 f i e l d  u p g r a d e  o f  e x i s t i n g  V . S .  90  1 2 , 0 0 0

T e l e p h o n e  s y s t e m :  B e l l  P a c i f i c  TIE 612 s y s t e m  w i t h  f o u r  e x t e n s i o n s  a n d  two l i n e s .  T h i s  
s y s t e m  h a s  e x p a n s i o n  c a p a c i t y  t h a t  w i l l  a l l o w  a  t o t a l  o f  t w e l v e  e x t e n s i o n s  a nd  s i x  l i n e s .  

F o u r  e x t e n s i o n s  1 , 5 0 6
I n s t a l l a t i o n  o f  two l i n e s  ___ 65

T e l e p h o n e  s y s t e m  t o t a l  S I .571

T o t a l  e q u i p m e n t  S 7 1 . 6 1 1 .

T o t a l  O p e r a t i n g  B u d g e t  $ 5 6 4 . 5 3 2 .
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REQUEST:
B i l l  V e r s i o n :  H B  236 

____________________________ P u b l i s h  Date:

STATE OF ALASKA 10 8 7  LEGISLATIVE SESSION
FISCAL NOTE

R e v i s i o n  D a t e : _________________________________

T i t l e :  S t a t e  L o t t e r y .  A K  S t a t e  L o t t e r y  

C o r p . ,  A r t s  & P u b l i c  B r o a d c a s t i n g  A c c o u n t

S p o n s o r :  B o y e r ______________________________________

R e q u e s t o r :  H o u s e  L a b o r  & C o m m e r c e ___________

E X P E N D I T U R E S / R E V E N U E S :___ ( T h o u s a n d s  of D o l l a r s )

A g e n c y  A f f e c t e d :  D e p a r t m e n t  of R e v e n u e  

BRU: T r e a s u r y ____________________________________

C o m p o n e n t s :

O P E R A T I N G

I F Y  87 1 F Y  88 | FY  89 I F Y  90 I F Y  91 1 F Y  92

P E R S O N A L  S E R V I C E S 1 - 1 - 1 - 1 - 1 - 1
T R A V E L 1 - 1 - 1 - 1 - 1 - 1 —

C O N T R A C T U A L 1 - 1 - 1 - 1 - 1 - 1 —

S U P P L I E S ! -  1 - 1 - 1 - 1 - 1 —

E Q U I P M E N T 1 - 1 - 1 - 1 -  1 - 1 -

L A N D S  & S T R U C T U R E S 1 - 1 - 1 - 1 - 1 - 1 —

G R A N T S ,  C L A I M S 1 - 1 - 1 - 1 - 1 - 1 —

M I S C E L L A N E O U S 1 - 1 - 1 - 1 - 1 - 1 —

T O T A L  O P E R A T I N G 1 -  1 - 1 - 1 - 1 -  1 -

1 C A P I T A L  1 -  1 -  1 - 1 - 1 -  1 -

1 R E V E N U E  1 -  1 - 1 - 1 - 1 - 1 -

F U N D I N G :  ( T h o u s a n d s  o f  D o l l a r s )

| G E N E R A L  F U N D  | - 1 - 1 - 1 - 1 - 1 -

| F E D E R A L  F U N D S - 1 - 1 - 1 - 1 - 1 -

| O T H E R  i - 1 - 1 - 1 - 1 - 1 -

1 T O T A L  1 1
t - 1 -  1 - 1 - 1

P O S I T I O N S :

| F U L L - T I M E  | - 1 - 1 - I -  1 - 1 -

| P A R T - T I M E - 1 - 1 - 1 -  1 - 1 -

1 T E M P O R A R Y  ! - 1 - 1 - 1 - 1 - 1 -

A N A L Y S I S : A t t a c h  a s e p a r a t e  p a g e  f o r  a n a l y s i s .

P r e p a r e d  By: M i l t  B a r k e r  m  
D i v i s i o n :  T r e a s u r y

P h o n e :  4 6 5 - 2 3 5 0

A p p r o v e d  b y  C o m m i s s i o n e r : 

A g e n c y :  D e p a r t m e n t  of R e v e h u e

Date: A p r i l  7. 198 7  

Date: * ) / /  / f
~ 7  /

7
D i s t r i b u t i o n  (by p r e p a r e r ) :  

L e g i s l a t i v e  F i n a n c e  

L e g i s l a t i v e  S p o n s o r  

R e q u e s t o r

O f f i c e  of M a n a g e m e n t  a n d  B u d g e t  

I m p a c t e d  A g e n c y ( i e s )

S e n a t e  S e c r e t a r y

p a g e o f  1



(VS- 'w.- JF.’. Tv.'. K p W  '

Position  T i t l e No. of P os it ions
-Executive .DireclflX.

Rango/Step
 m __

B a r g .  U n i t  

 X_______
Time S t a t u s  

 EH__
S t a f f  M onths 

 6 _
L o c a t i o n  

_________E M .
Elec tion  D is tr ic t .

Type o f  E x p e n d i t u r e Amount

1 2 3

S a l a r y 3 1 , 2 5 4

Be n e f  i t s 8 , 7 1 8

Premium Pay

O t h e r

T o t a l  P e r s o n a l  S e r v i c e s 3 9 , 9 7 2

T r a v e l 3 2 , 7 7 7

C o n t r a c t u a l 600

Co m m o d i t i e s 1 , 0 0 0

E q u i p m e n t 1 7 , 9 0 3

O t h e r

T o t a l  C o s t 9 2 , 2 5 2

-.t, . t— i___ i...I. ,i

F u n d i n g  S o u r c e  f o r  T o t a l  C o s t

Fe d e r a l  R e c e i p t s J M2.
G. F.  Match 1003

J.ene.r.fli_JFun.d S- 1004
I-A R e c e i p t s J J Q 5 -
Program Receipts. JLQ2.8_

_ CIP Receipts. J M L
-Q.the.r_

0 2 . 2 5 2

J u s t i  f i c a t i o n

The  E x e c u t i v e  D i r e c t o r  w i l l  a d m i n i s t e r  t h e  a c t i v i t i e s  o f  t h e  l o t t e r y  

c o r p o r a t i o n  a n d  s u p e r v i s e  i t s  d a i l y  o p e r a t i o n s ,  a t t e n d  m o n t h l y  b o a r d  
m e e t i n g s  a n d  a c t  a s  t h e  b o a r d ' s  s e c r e t a r y .  The e x e c u t i v e  d i r e c t o r  

w i l l  a c t  on a d v i c e  a n d  r e c o m m e n d a t i o n s  f r om t h e  b o a r d  and  w i l l ,  i n  
t u r n ,  a d v i s e  t h e  b o a r d  o f  c o r p o r a t e  a c t i v i t i e s  a nd  p r o v i d e  

s t a t i s t i c a l  r e p o r t s ,  i n f o r m a t i o n  on t h e  p r o g r e s s  o f  t h e  l o t t e r y  a s  
a  r e v e n u e - g e n e r a t i n g  e n t e r p r i s e  a n d  i n f o r m a t i o n  on a c t i v i t i e s  i n  

o t h e r  s t a t e s .  The E x e c u t i v e  D i r e c t o r  w i l l  h o l d  p r e s s  c o n f e r e n c e s  

t o  k e ep  t h e  p u b l i c  i n f o r m e d  a nd  s u p e r v i s e  t h e  R e s e a r c h  A n a l y s t  IV,  

A n a l y s t / P r o g r a m m e r  IV a nd  A d m i n i s t r a t i v e  A s s i s t a n t  I I .

The  E x e c u t i v e  D i r e c t o r  w i l l  a l s o  v i s i t  o t h e r  s t a t e s  f o r  t r a i n i n g  

i n  t h e i r  l o t t e r y  o p e r a t i o n s .  T r a v e l  may a l s o  i n c l u d e  m o vi ng  e x ­
p e n s e s  f r om o u t  o f  s t a t e .

REQUEST FOR 

NEW POSITION

Agency D e p a r t m e n t  o f  Re v en u e
BRU P u b l i c  S e r v i c e s  -  O o e r a t i n a P ag e  1 o f 1

Component
R e v i s e d  D a t e

FY 88



Position  T i t le
Research Analys t IV

No. of P os i t io n s
______ ]______L_

Range/Step
21A____

Barg. Unit
X

I ime S t a t u s  
Pf T

S t a f f  Mont hs  

 2__
L o c a t i o n  

_________EBA
E lection  D i s t r i c t

—I 1 X I ! L I 1 X 1----1----1----:----1----X----1----1----1----1----X----X----L

Type o f  E x p e n d i t u r e

1

S a l a r y

B e n e f i t s

Premium Pay

O t h e r

T o t a l  P e r s o n a l  S e r v i c e s

3 4 , 4 7 9

1 0 , 1 7 0

■1 I I I I I I x_
T r av e l

C o n t r a c t u a l

Commodi t i e s

E q u i p m e n t

O t h e r

T o t a l  C o s t

-I 1-1-!-X--1-1-1_I_L

Amount

-J X X J I I I I L.

4 4 , 6 4 9

7 , 1 6 9

600

1,000

1 7 , 9 0 3

7 1 , 3 2 1

—I X 1----1----X___ X____I___ I___ X____I___ X___ X____I____t____I____I___ X____L

F u n d i n g  S o u r c e  f o r  T o t a l  C o s t

F e d e r a l  R e c e i p t s
G. F ,  Match J 0 Q 3 -
G e n e r a l  F u n d s _1QQ4_
j - A Re ce i p t s -1.QQ5-
P ro o ra m  R e c e i p t s m

-C lP.. R e c e i p t s m
O t h e r

J X X X 1----1----1----1___ X____L

.71,321

—1 X 1----1----1----1----1----X____X_ _t X 1--- 1—I—1_

J u s t i f i c a t i o n

T h i s  p o s i t i o n  w i l l  be  r e s p o n s i b l e  f o r  c o o r d i n a t i n g  t h e  d i r e c t i o n  o f  

t h e  c o n t r a c t e d  m a r k e t  r e s e a r c h ,  g a t h e r i n g  v a r i o u s  p e r t i n e n t  d a t a  a nd  

i n f o r m a t i o n  f r o m s t a t e  l o t t e r i e s  i n  o p e r a t i o n  t h r o u g h o u t  t h e  U n i t e d  

S t a t e s ,  a n d  s u p e r v i s i n g  t h e  A d m i n i s t r a t i v e  A s s i s t a n t  I I .

The R e s e a r c h  A n a l y s t  IV w i l l  p r e p a r e  r e c o m m e n d a t i o n s  f o r  t h e  

E x e c u t i v e  D i r e c t o r  a n d  t h e  B o a r d  f r o m g a t h e r e d  d a t a  p e r t a i n i n g  t o  
i m p l e m e n t a t i o n  o f  a  l o t t e r y  i n  A l a s k a .

REQUEST FOR 

NEW POSITION

Agency D e p a r t m e n t  o f  R e ve nu e
BRU P u b l i c  S e r v i c e s  -  O n e r a t i n a P a g e  1 o f 1

Component
R e v i s e d  D a t e

FY 88



Position  T i t le
Analyst Programmer IV

No. of Posit ions
 1_______

R a n g e / S t e p
19A

Barg. Unit
X

t im e  S t a t u s

 m __
S t a f f  Mont hs  

 6 _
L o c a t i o n  
_________EBA

E lec tion  D i s t r i c t

_ : ____i____ t____l .

Type o f  E x p en d i  t u r e

1

S a l a r y

B e n e f i t s

Premium Pay

O t h e r

T o t a l  P e r s o n a l  S e r v i c e s

1 6 ,7 6 5

4 , 6 9 0

 1--1--1--1--I—
T r a v e l

C o n t r a c t u a l

C o m m o d i t i e s

E q u i p m e n t

O t h e r

T o t a l  C o s t

- i  t  :____ x— :___i . . i  -  I .  i

Amount

x—i—i—x—:—:_i_t_i_
2 1 , 4 5 5

970

600

1,000

1 7 , 9 0 3

4 1 . 9 2 8

—I----!---- :---- I----1----1----1----1---- i-------X_____!____t____* t t -I I I I 1—
F u n d i n g  S o u r c e  f o r  T o t a l  C o s t

F e d e r a l  R e c e i p t s J..Q.QL
G. F.  Match 1003

G e n e r a l  Funds 1004

■ I - a . Rec e i p t s 1005

- P r o g r a m . Re c e i p t s  . -1Q2.8-
C1P Re c e i p t s J.Q 61-
O t h e r

—l 1---1---1__i__» —I— i

4 1 .9 2 8

—1— ■— i— i— i— •— ■— i— ■— i— i— i— i— i— i— t— i— i— i— i— i— i__i i i i i i i i i i . . ■ ■

J u s t i  f i c a t i o n

T h i s  p o s i t i o n  w i l l  r e v i e w / p l a n  d a t a  p r o c e s s i n g  r e q u i r e m e n t s  

f o r  a  s t a t e  l o t t e r y .  The A n a l y s t  P r o g r a m m e r  w i l l  v i s i t  a n o t h e r  

s t a t e  f o r  f a m i l i a r i z a t i o n  w i t h  l o t t e r y  o p e r a t i o n s .

REQUEST FOR 
NEW POSITION

Aqency D e p a r t m e n t  o f  Re ven up

BRU P u b l i c  S e r v i c e s  -  O p e r a t i n a  
Component

Page  1 o f  1

R e v i s e d  D a t e
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Posi t ion  T i t l e
Admini s t r a t iv e .A s s i  s t a nt I I

No. of P os it ions
 ]______

Range/Step
 m __

B a r g .  U n i t  

 &_______
1 ime S t a t u s  

PFT
S t a f f  Mont hs  
 12

L o c a t i o n  
_________ EBA

E lec tion  D i s t r i c t

Type  o f  E xp en di  t u r e

1

S a l a r y

B e n e f  i t s

Premium Pay

O t h e r

T o t a l  P e r s o n a l  S e r v i c e s

2 8 . 3 8 0

9 , 5 4 0

T r a v e l

C o n t r a c t u a l

Commodi t i e s

Equi pment

O t h e r

T o t a l  C o s t

Amount

—I I I— 1— .I r i t t
3 7 , 9 2 0

1 , 0 0 8

600

1,000

1 7 , 9 0 3

5 8 . 4 3 1

-i---- 1— t— >----1----:— i----1----1— i___i t t i i l

F u n d i n g  S o u r c e  f o r  T o t a l  C o s t

F e d e r a l  R e c e i p t s 1002
G. F.  Mat ch -LQQ.3-
G e n e r a l  Funds -LUM-
I - A R e c e i p t s J£Q5_

-Program.Receipts J 2 S _

-IIP— Re£.£.lp-ts- 1061
.Other

5 8 . 4 3 1

-1 1 1 1---1— —I---1--- 1--- 1---1— -I 1---1-- L_

J u s t i  f i  c a t i o n

T h i s  p o s i t i o n  w i l l  p r o v i d e  r e s e a r c h  a s s i s t a n c e  t o  a l l  s t a f f  a nd  w i l l  

p r o v i d e  f o r  o f f i c e  m an ag em en t  and  c l e r i c a l  a s s i s t a n c e .

The A d m i n i s t r a t i v e  A s s i s t a n t  w i l l  be  r e s p o n s i b l e  f o r  a n s w e r i n g  t h e  

p h o n e s ,  t y p i n g ,  h a n d l i n g  t h e  m a i l ,  a n d  m a i n t a i n i n g  f i l e s  i n  a d d i t i o n  

t o  p r e p a r i n g  t h e  b u d g e t  d o c u m e n t s .

The A d m i n i s t r a t i v e  A s s i s t a n t  w i l l  a l s o  v i s i t  a n o t h e r  s t a t e  f o r  

f a m i l i a r i z a t i o n  w i t h  l o t t e r y  o p e r a t i o n s .

REQUEST FOR 
NEW POSITION

Agency D e p a r t m e n t  o f  R ev en u e

BRU P u b l i c  S e r v i c e s  -  O o e r a t i n a P a ge  1 o f  1
Component

R e v i s e d  D a t e

FY 88



S T A T E  O F  A L A S K A
1983 L E G I S L A T I V E  S E S S I O N

BILL VERSION : HC 236

PUBLISH D A T E : ___________

R E Q U E S T :
F I S C A L  N O T E

R e v is io n  D a te : ______ _
T i t l e :  A n A c t  e s t a b l i s h i n g  a S t a t e

c r e a t i n g  t h e  A l a s k a  S t a t e  L o t t e r y  C o r p . ,  
a n d  e s t a b l i s h i n g  t h e  a r t T l n d  p u b l i c "
hroadcastina account, etc._____________

S p o n s o r : R e p .  B o y e r  a n d  C a t o ________
R e q u e s t o r : H o u s e  L a b o r  & C o m m e r c e  Commi t t e e

  A g e n cy  A f f e c te d : D e p t ,  o f  Ad mi  n i  s t r a  t i o n
l o t t e r y . Alaska Public Broadcasting

Commi s s i o n
C o m p o n e n t s : A P E C

E X P E N D I T U R E S / R E V E N U E S :  (T h o u sa n d s  o f  D o lla rs )

O P E R A T I N G FYS8 FY 89 FY 90 FY 91 FY 92 FY 93
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND &  STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS

0 0 0 0 0 0
0 0 0 0 0 0
n . n n 0 0 0
n 0 0 0 0 0

n n 0 0 0 0
n . . .  0. 0 0 U 0
0. o (J (J U 0
0 0 0 0 D — u

T O T A L  O P E R A T I N G 0 0 0

oo

0

CAPITAL 0 0 0
1 0

0 I 0

R E V E N U E E s t i m a t e  r j f  l o t t e r y  R e v e n u e  s h l u l d  b e  o b t l i n e d  f ro ml  D e p a r t m e r  t

F U N D I N G :

o f  R e v e n u e  
(T h o u sa n d s  o f  D o lla rs )

GENERAL FUND 
FEDERAL FUNDS 
OTHER 
TOTAL

n 0 0 0 0 0

n 0 0 n 9 0

0 0 n 0 0 0

,„Q . . . n o 0 0 n

P O S I T I O N S :

FULL-TIME

PART-TIME

T E M P O R A R Y

0 0 . .  o 0 o o

. 0 . 0 0 c 0  1 0

Q.„ n n 0 0  1 9

A N A L Y S I S  : (A tta c h  a  se p a ra te  p a g e  i f  n e c e ssa ry )

Mo a d d i t i o n a l  e x p e n d i t u r e s  o f  a n y  t y p e  a r e  a n t i c i p a t e d  b y  t h e  A P B C  a s  a 
r e s u l t  o f  t h i s  b i 1 1 .

t& f+ tL  A .  y f » ( f L 7 / p ____________________ Phnne: .465-2345 ..
D iv is io n  ; A l a s k a  P u b l i c  B r o a d c a s t i n g  C o m m i s s i o n _______  D a t e : J a n u a r y  1 5 ,  1 9 o S

A p p ro v e d  b y  C o m m is s io n e r : J o h n  A n d r e w s  D a t e :  ' / ^ _________ _________

A g e n c y :  O e o a r t m e n t  o f  A d m i n i s t r a t i o n _____________________________

D is tr ib u tio n  (b y  p r e p a r e r ,

L e g is la tiv e  F in a n ce  

L e g is la tiv e  S p o n s o r  

R e q u es to r
O ffice  o f  M a n a g e m e n t a n d  B u d g e t ^ o

Im p ac te d  A gency! ies) P a Se -----------  o f  — -



POSITION PAPER 
B i l l rrHB 236

This b i l l would establish an o f f ic ia l Alaska State Lottery , to be operated 
by an Alaska State Lottery Corporation. The net proceeds o f the lo t te ry 
(a fte r expenses and prizes) would be deposited in an arts and public 
broadcasting account w ith in the State 's general fund. The Alaska State 
Council on the Arts and the Alaska Public Broadcasting Commission would 
receive the ir appropriations, via the regular appropriations process, on an 
annual basis, from the lo t te ry proceeds. The leg is la tu re would reta in 
authority to make annual appropriations and would also maintain au thority 
to fund other a c t iv i t ie s of State government from proceeds remaining in the 
lo t te ry fund.

The major impacts o f an o f f i c ia l State lo t te ry , insofar as State government 
is concerned, would be fe l t by the Department of Revenue, which would be 
required to administer the new lo t te ry corporation. The problems associated 
with establishing and polic ing a State lo t te ry are best le f t , therefore, to 
that department.

The impact on the Alaska Public Broadcasting Commission, curren tly housed 
in the Department o f Administration, would be to change i ts  source o f State 
revenue from regular General Fund monies to a spec ific account in the 
General Fund.

Department of Administration
Date



T O  H H i O M T F M
LEGISLATIVE AFFAIRS AGENCY

M E M O R A N D U M  A p r i l  27, 1987

POUCHY SIAIECAPIIOE 
JUNEAU. AlASKA 990 II 

907 -165-3000

SUBJECT: Section -by-section  analysis of HB 236

TO: Representative Dave D onl ey

FROM: George U t e r m o h l e ^ / ^
Legisla tive Counsel

The following is a s e c tion-b y-section analysis of HB 236, A n  
A c t  establishing a state lottery, cre ating the A l a s k a  State 
L o t t e r y  Corporation, and establ ishing the arts and p u b l i c  
broadc a s t i n g  account in the general fund; and p r o v idi ng for 
an effective date.

A  section-by-section analysis or summary of a bill shou ld 
not be considered an authoritative inte rpretation of a bill. 
The bill itself is the best statement of its contents.

Section  1 . Section 1 of the bill states the Findings and 
Purpose  of the bill.

Section 2 . Section 2 of the bill amends AS 05 by a d d i n g  a 
n e w  chapter.

CHAPTER 18. State L o t t e r y  
A R TICLE 1. Admi nistration.

Sec. 05.18.010 creates the A l a s k a  State L o ttery C o r p o r a t i o n  
as a public corporation w i t h i n  the D e p a r t m e n t  of Revenue.
The corporation is established for the pur pose of g e n e r a t i n g  
r e venue for the support of the A l a s k a  State Council on the 
Arts and the Alaska Public Broa dc a s t i n g  Commission and for 
other expenses of the state.

Sec. 0 5 . 18.020 establishes the b o a r d  of directors of the 
corporation.

The board consists of five members, one of w h o m  is the 
commissioner of revenue, one of w h o m  has experience in 
public broadcasting, one of w h o m  has experience in arts or 
arts administration, and two of w h o m  are public members.
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A p p o i n t e d  members of the b o a r d  shall qualify  under 
AS 39.05.100. The gover n o r  appoints the chair of the board.

The members appoi n t e d  b y  the g o v ernor are a p p o i n t e d  to 
staggered terms of four years. A  v a c a n c y  on the b o a r d  does 
not impair the auth ority of the board.

The governor m a y  remove a m e m b e r  of the b o a r d  p r o v i d e d  
certain procedures are followed.

A p p o i n t e d  m e m bers of the b o a r d  r e ceive  $150 per day for 
each day they are engaged in the duties of the board.

A p p o i n t e d  mem bers of the b o a r d  also receive travel 
expenses and per diem.

Sec. 05.18.030 provides that the b o a r d  shall meet q u a r terly 
and at other times de term i n e d  b y  the chair or the members of 
the b o a r d  or at other times schedul ed b y  the board.

A t  least three m e mbers  of the b o a r d  m u s t  be present and 
vote in favor of the a ct ion for an a c t i o n  of the b o a r d  to be 
effective.

Sec. 05.18.040 sets out the duties and powers of the board. 
The board is responsible  for the m a n a g e m e n t  of the c o r p o r a­
tion but shall delegate c e rta in powers and duties to the 
executive director.

Sec. 05.18.050 sets out the r egulati ons that the b o a r d  m u s t  
a d o p t .

Sec. 05.18.060 provides for the e x e c utive director and 
employees of the corporation.

The executive director shall supervise and direct the 
corporation. The b o a r d  shall appoint the exec utive director.

The executive director  m a y  appoint deputies and other 
employees n e c e ssary to p e r f o r m  the duties of the corporation.

The executive director and other employees of the c o r­
por ation are in the exempt service, h o w e v e r  the employees 
are covered b y  those prov is i o n s  of A S  23 that are applicab le 
to state employees.

The corporation m a y  n o t  employ persons w ho have been 
convicted of certain crimes.

Sec. 05.18.070 sets out the duties of the e xecutive director.

Sec. 05.18.080 provides  that executive director or the b o a r d  
m a y  compel produ c t i o n  of pers ons and documents b y  subpoenas. 
The executive director and the b o a r d  m a y  enforce c ompl iance 
w i t h  a subpoena b y  applying to the superior court.
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A R T I C L E  2.

Sec. 05.18.100 relates to lottery r e tail sales agents.
The executive director m a y  c o n t ract w i t h  persons to act 

as lottery retail sales agents for the corporation.
The lottery retail sales agent m a y  sell lottery products 

and a wa rd certain lot tery prizes. The lottery retail sales 
agent m a y  employ persons to sell lottery products and to 
award certain .lottery p r i z e s .

The lottery r etail  sales agent shall supervise each 
e mployee authorized to sell lottery products and to award 
lottery prizes.

Sec. 05.18.110 sets out the q u a l i f i c a t i o n s  necessary for a 
lottery retails sales agents.

Persons who want to be lott ery r e t a i l  sales agents m u s t  
apply to the executive director of the corporation and pay 
the applic a t i o n  fee c h arged by the corporation.

In awarding contracts to l o t tery r etail sales agents 
the executive director shall consi der several factors 
including

(1) the financial r e s p o n s i b i l i t y  and security of the 
applicant and the applicant's business;
(2) accessibility of the applic a n t ' s  place of 
b u s i n e s s ;
(3) the ability of the a p p l i c a n t  to promote the sale 
of lottery products;
(4) the need for a ddi tional sales agents;
(5) the volume of expected sales; and
(6) other relevant factors.
The executive direct or m a y  n o t  contrac t w i t h  a p e r s o n  

if the person
(1) is not a resident of the state or is not a
corporation, partnership, or a s s o c i a t i o n  licensed to 
conduct business in the state;
(2) does not conduct a business;
(3) is under the age of 18 years; or
(4) has been c onvicted of c e r t a i n  felonies.

Sec. 05.18.120 provides that the t e r m  of a contract w i t h  a
lottery retail sales agent m a y  not e x c e e d  two years but the
contr a c t  m a y  be renewed.

Sec. 05.18.130 provides for the r e v o c a t i o n  and suspension of 
contracts w i t h  lottery r e t a i l  sales agents.
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Sec. 05.18.140 provides for the c o m p e n s a t i o n  of lottery r e t a i l  
sales agents and establishes the c r i teria  that the e x e c u t i v e  
director must consider i n  setting c o mpe nsation for l o t tery 
r etail sales agents.

Sec. 05.18.150 establishes requ ir e m e n t s  for payment of p r o ­
ceeds and for reports b y  lott ery retail sales agents.

Each lottery retail sales agent shall deposit l o t t e r y  
proceed s in banks d e s i g n a t e d  b y  the exec u t i v e  director.

Each lottery retail sales agent shall report on the 
sales of lottery products every two weeks.

The executive d i r e c t o r  m a y  impose a service charge o n  a 
lottery retail sales a g e n t  for dishon o r e d  checks and e l e c­
tronic fund transfers.

The executive d i r e c t o r  m a y  charge a lottery retail 
sales agent interest and service charges on anj* amount t h a t  
is 10 days past due.

The amount owed to the c o r p o r a t i o n  is a lien against 
the p r o p e r t y  or the l o t t e r y  retail sales agent at the t i m e  
that the corporation fil es a cl aim of lien in the r e c o r d i n g  
office w h e r e  the p r i n c i p l e  plac e of bus iness of the agent is 
located.

Sec. 05.18.160 requires the lottery re tail sales agent to 
p o s t  a bond in the amount dete rm i n e d  b y  the board of d i r e c­
tors in order to protect the state.

The b o n d  remains in effect u n t i l  cancelled by the 
surety, the principal, o r  the corporation.

A n  action to collect from a b o n d  m u s t  be brought w i t h i n  
three years after the b o n d  is cancelled.

A R T I C L E  3. PRIZES

Sec. 05.18.200 prohibits the a s s i g n m e n t  of a lottery prize.
A  lottery prize may be p a i d  to a p e r s o n  other than a p r i z e  
w i n n e r  if the payment is m a d e  under a court order, if the 
p a y m e n t  is made  to the p r i z e  w i n n e r ' s  estate, or if the 
p a y m e n t  is made to the D e p a r t m e n t  of R e venue to satisfy a 
j u d g m e n t  in favor of the state.

Sec. 05.18.210 provides for the p a y m e n t  of prizes to p e r s o n s  
u n d e r  18 y e a r s .

A  prize of $5,000 o r  less shall b e  paid to an adult 
m e m b e r  of the minor's f a m i l y  or the m i n or's guardian. A  
prize of m o r e  than $5,000 shall be d e p o s i t e d  in a bank to 
the credit of an adult m e m b e r  of the m i n o r ' s  family or a 
g u a r d i a n  of the minor, as a c u s t odian for the minor. T h e  
p e r s o n  name d as a c u s t odi an is subject to AS 45.60.
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The state is discharged of liability for payment of 
prizes to a m i n o r  by p a y m e n t  u n d e r  this section.

The terms "bank", "guardian", and "member" of a "minor 's 
family" are defined.

Sec. 05.18.220 provides for the d i s t r i b u t i o n  of unclaimed 
p r i z e s .

ARTICLE  4. M I S C E L L A N E O U S  PROVISIONS.

Sec. 05.18.300 establishes the arts and p u b l i c  broad c a s t i n g  
a c count in the general fund. The proceeds  r e c eived from the 
sale of l o ttery products shall be c r e dited to the account.
The a n n ual estimated b a l a n c e  in the acc ount shall first b e  
u s e d  to m a k e  appropriations to the A l a s k a  State Council o n  
the Arts and the Alaska P u b l i c  B r o a d c a s t i n g  Commission.
That p o r t i o n  of the annual e s t i m a t e d  b a l a n c e  in the account 
not n e c e s s a r y  for the s u p port of the A l a s k a  State Council on 
the Arts and the Alaska P u b l i c  B r o a d c a s t i n g  Commission m a y  
be a p p r o p r i a t e d  to other purposes.

Sec. 05.18.310 provides for an annual audit of the books a n d  
records  of the corporation b y  c e r t i f i e d  p ublic  accountants. 
Special audits m a y  be p e r f o r m e d  at the r e q u est of the b o a r d  
or the e x e c u t i v e  director.

Sec. 05.18.320 sets out p r o h i b i t e d  acts.
A  p e r s o n  m a y  not

(1) act as a lottery r e t a i l  sales agent or sell a 
lottery  product w i t h o u t  a contract w i t h  the corpora­
tion;
(2) sell a lottery p r o d u c t  for a price  greater than 
that fixed by the corporation;
(3) sell a lottery p r o d u c t  to a p e r s o n  u n d e r  the age 
of 18 years;
(4) counterfeit a l o t t e r y  product;
(5) p r esent a counterfeit or alte red lottery product 
for payment; or
(6) impersonate a r e p r e s e n t a t i v e  of the lottery.
A  l o t t e r y  retail sales agent, a m e m b e r  of the board, or 

an officer, employee, or a c o n t r a c t o r  of the corporation m a y  
not p u r c h a s e  a lottery p r o d u c t  or receive a lottery prize.

A  l o t t e r y  retail sales agent m a y  not w i l f u l l y  w i t h h o l d  
funds owed  to the corporation.

A  l o ttery product m a y  b e  given to a p e r s o n  of any age.



• . r If mi- .   • ■  •••     . .

R e p r e s e n t a t i v e  Donley 
Page 6
A p r i l  27, 1987

Sec. 05.18.330 provides that a p e r s o n  m a y  not a s s i g n  a c o n­
tract w i t h  the corporation w i t h o u t  the p e r m i s s i o n  o f  the 
corporation.

Sec. 05.18.340 provides that a p e r s o n  w h o  v i o l a t e s  
AS 05.18.150, 05.18.160, 05.18.200, 05.18.320, or 05.18.330 
is g uilty of a class C felony.

Sec. 05.18.350 provides that each lottery p r oduct m u s t  i n d i­
cate the odds of win ning a prize.

Sec. 05.18.980 provides that the operations of the c o r p o­
rat i o n  are exempt from AS 05.15, relating to games of chance 
and contests o f  skill, and f r o m  state p r o c u r e m e n t  laws 
including AS 36.30.

Sec. 05.18.990 sets out the d e f i n i t i o n  of "agent", "agent 
contract", "board", "corporation", "d irector , "lottery", 
"lottery product", "operation and adm inistration", and " p e r­
son" .

S e cti on 3. Section 3 of the bill amends AS 36.30.015(e) to 
p r o vide the A l a s k a  State L o t t e r y  C o r p o r a t i o n  w i t h  the 

.• a u t h o r i t y  to adopt regulations s ubsta n t i a l l y  e q u i v a l e n t  to
i the State Pro cur e m e n t  Code vAS 36.30).

S e ction 4 . Section 4 of the bill amends AS 36.30.050(c) to 
p r ovi de that the A la ska State L o t t e r y  C o r p o r a t i o n  m a y  u s e  
lists of contractors prepared by the Depa r t m e n t  of A d m i n i s­
tration.

Section  5 . S e ction 5 of the bill amends AS 36.30.990(1) to 
exclude the A l a s k a  State L o t t e r y  C o m m i s s i o n  from the d e f i n i­
tion of "agency" so that the A l aska State L o t t e r y  C o r p o r a t i o n  
is exempt from the State Procur e m e n t  Code (AS 36.30).

S e ction 6 . Section 6 of the bill amends A S  39.25.110(11) by 
a dding a n e w  subparagraph to provide that the employees of 
the A l a s k a  State Lottery C o r p o r a t i o n  are in the exempt s e r­
vice .

S e cti on 7. Section 7 of the bill amends AS 39.50.200(b) by 
a ddin g a n e w  p a r a g r a p h  to p r o v i d e  that the m e m b e r s  of the 
b o a r d  of directors of the A l a s k a  State L o t t e r y  C o r p o r a t i o n  
m u s t  dislose financial interests under AS 39.50.

S e ction 8 . Section 8 of the bill sets J u l y  1, 1987 as the 
e ffective date of sections 1, 2, 6, and 7 of the bill.



Page 7 
A p r i l  27, 1987

Section 9 . Section 9 of the bill pr ovides that sections 3-5 
of the bill take effect on the same date as section 2, chapter 
106, SLA 1986’(State Procur e m e n t  Code).

G U:mkr
mll/076

DU



A M E N D M E N T

O f f e r e d  i n  t h e  H O U S E  B y  G r u e n b e r g

TO: H B  236

P a g e  16, l i n e  14 - 16, f o l l o w i n g  M * S & j . 8."

D e l e t e  a l l  m a t e r i a l  

I n s e r t :

" T h e  l i e u t e n a n t  g o v e r n o r  s h a l l  p l a c e  b e f o r e  t h e  q u a l i f i e d  

v o t e r s  o f  t h e  s t a t e  a t  t h e  n e x t  genora.' ..section t h e  f o l l o w i n g  

q u e s t i o n ,  a d v i s o r y  t o  t h e  l e g i s l a t u r e .  T h e  q u e s t i o n  s h a l l  a p p e a r  

o n  t h e  b a l l o t  i n  s u b s t a n t i a l l y  t h e  f o l l o w i n g  form:

Q U E S T I O N

T h e  l e g i s l a t u r e  h a s  p a s s e d  a l a w  to  e s t a b l i s h  

a s t a t e  l o t t e r y  i n  1989. S h o u l d  t h e  s t a t e  

o p e r a t e  a l o t t e r y ?

Y e s  [ ] N o  [ ]

* Sec. 9. S e c t i o n s  1 - 7 o f  t h i s  A c t  t a k e s  e f f e c t  F e b r u a r y  1, 

1989.

* Sec. 10. S e c t i o n  8 o f  t h i s  A c t  t a k e s  e f f e c t  J u l y  1, 1 9 8 8 . "



PAGES 6, 7, 8, 9,  10,  11,  13, 14, AND 15:  FOR ALL OCCURRENCES,

DELETE a ge n t  and ADD 'RETAILER"

DELETE a g e n t ?  and ADD "RETAILERS"

DELETE an a g e n t  and ADD "A RETAILER"

PAGE 6,  LINE 5, DELETE a g e n t s  and ADD "LOTTERY PRODUCT RETAILERS"

PAGE 8,  LINE 7, 8 AND 10, DELETE RETAIL SALES AGENTS and ADD "PRODUCT RETAILERS" 

PAGE 11. LINE 8. DELETE An. app]  i c a n t  f o r  an agen t  c o n t r a c t  s ha l  1 . a t  t h.t_ t ime of. 

a p p l i c a t i o n  under  AS. 05.  18. 110 . t o  and ADD 'THE CORPORATION RESERVES THE RIGHT 

TO REQUIRE AN APPLICANT FOR A LOTTERY PRODUCT RETAILER CONTRACT, UNDER AS

0 5 . 1 8 . 1 1 0 ,  TO”

PAGE 11.  LINE 18 ( a d d i t i o n a l  s u b - s e c t i o n  r e g a r d i n g  GLEPS)

PAGE 14. LINE 9, DELETE s e c t i o n  0 5 . 1 8 . 3 4 0  and REPLACE wi t h :

STATEMENT OF ODDS. A s t a t e m e n t  t o  i n c l u d e  an e x p l a n a t i o n  of t he  odds f o r  

wi nni ng  a l o t t e r y  game w i l l  be a v a i l a b l e  upon r e q u e s t  from any l o t t e r y  
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INFORMATION BRIEF: NO. 1

WHAT I S  THE ALASKA L OT T E R Y C O A L I T I O N ?

T h e  A l a s k a  L o t t e r y  C o a l i t i o n  i s  a n  o r g a n i z a t i o n  t h a t  w a s  f o u n d e d  t o  p r o m o t e  t h e  
e s t a b l i s h m e n t  o f  a  s t a t e  o p e r a t e d  l o t t e r y .  I t  i s  a  n o n - p r o f i t  A l a s k a n  c o r p o r a t i o n  

c o m p o s e d  o f  i n d i v i d u a l s  a n d  b u s i n e s s e s ,  j n d  i s  c o n t r o l l e d  b y  a  f i v e  m e m b e r  b o a r d  o f  
d i r e c t o r s .  We s u p p o r t  a  s t a t e  o p e r a t e d  l o t t e r y  b e c a u s e  l o t t e r i e s  a r e  a  p r o v e i n  a n d  

p r e d i c t a b l e  m e t h o d  f o r  g e n e r a t i n g  s t a t e  r e v e n u e s .

T o  t h i s  e n d ,  we  p r o v i d e  a  f o r m a l  s t r u c t u r e  f o r  t h o s e  i n t e r e s t e d  i n  m a k i n g  a n  A l a s k a n  

l o t t e r y  a  r e a l i t y .  We o r e  a c t i v e l y  e n c o u r a g i n g  a n d  s u p p o r t i n g  l e g i s l a t i o n ,  H o u s e  B i l l  
2 3 6  b y  R e p r e s e n t a t i v e  B o y e r ,  t h a t  w o u l d  c r e a t e  a  s t a t e  o p e r a t e d  l o t t e r y .  We a r e  
a d d r e s s i n g  t h i s  g o a l  t h r o u g h  a  s t a t e - w i d e  e d u c a t i o n a l  a n d  l o b b y i n g  e f f o r t .

WHY THE ALASKA L OT TE RY C O A L I T I O N  I N F O R MA T I O N  B R I E F ?

T h i s  b r i e f ,  a n d  t h o s e  t o  f o l l o w ,  a r e  i n t e n d e d  t o  p r o v i d e  l e g i s l a t o r s ,  c o a l i t i o n  

m e m b e r s ,  a n d  o t h e r  s e l e c t e d  i n d i v i d u a l s  a n d  e n t i t i e s  w i t h  c u r r e n t  a c c u r a t e  i n f o r m a t i o n  
a b o u t  g o v e r n m e n t  o p e r a t e d  l o t t e r i e s .  B r i e f s  w i l l  a l s o  d i s c u s s  p e n d i n g  l e g i s l a t i o n  t h a t  

r e l a t e s  t o  a n  A l a s k a n  l o t t e r y .

WHAT I S  A L O T T E R Y ?

L o t t e r i e s  a r e  a  f o r a  o f  l e g a l i z e d  g a m b l i n g .  S o m e  f o r m s  o f  l o t t e r i e s  a r e  c u r r e n t l y  
a p p r o v e d  b y  S t a t e  l a w  a n d  r e g u l a t e d  b y  t h e  A l a s k a  D e p a r t m e n t  o f  R e v e n u e .  T e c h n i c a l l y ,  

l o t t e r i e s  i n c l u d e  g a m e s  s u c h  a s  b i n g o ,  k e n o ,  l o t t o ,  r a f f l e s ,  n u m b e r s ,  p u l l - t a b s ,  p u n c h  
b o a r d s ,  i n s t a n t  s c r a t c h - o f f ,  a n d  o t h e r  v a r i a t i o n s  i n  w h i c h  a  c h a n c e  i s  p u r c h a s e d  a n d  

t h e  w i n n i n g  n u m b e r s  a r e  d r a w n  a t  r a n d o m .

G a m e s  o f f e r e d  b y  s t a t e  o p e r a t e d  l o t t e r i e s  c a n  b e  d i v i d e d  i n t o  t w o  c a t e g o r i e s ;  ’ p a s s i v e "  
a n d  ’ a c t i v e . ’ P a s s i v e  g a m e s  a r e  t h o s e  i n  w h i c h  p l a y e r s  h a v e  n o  i n p u t  t o  i n f l u e n c e  

w h e t h e r  t h e y  h a v e  t h e y  h a v e  w o n  o r  l o s t .  A t i c k e t  i s  p u r c h a s e d  a n d  t h e  o u t c o m e  i s  t h e n  
r e v e a l e d .  P a s s i v e  g a m e s  o f f e r e d  i n  t h e  U . S .  i n c l u d e  i n s t a n t  g a m e s ,  t r a d i t i o n a l  ’ d r a w ’ 

t v p e  l o t t e r y  g a m e s  a n d  s o m e  s u b s c r i p t i o n  g a m e s .

A c t i v e  g a m e s  a r e  t h o s e  i n  w h i c h  t h e  p l a y e r  p a r t i c i p a t e s  i n  t h e  b e t  b y  c h o o s i n g  a  n>_ b e r
o r  s e t  o f  n u m b e r s .  T h e  p l a y e r ’ s  c h o i c e  h a s  n o  b e a r i n g  o n  t h e  o u t c o m e  o f  t h e  g a m e .
M a n y  p l a y e r s  e n j o y  a c t i v e  g a m e s  b e c a u s e  t h e y  c a n  c h o o s e  n u m b e r s  t h a t  h a v e  s o m e  
s i g n i f i c a n c e  t o  t h e m  w h i c h  g i v e s  a n  a d d e d  d i m e n s i o n  o f  e n t e r t a i n m e n t  a n d  i n t e r e s t .  

A c t i v e  g a m e s  c u r r e n t l y  o f f e r e d  b y  t h e  U . S .  l o t t e r y  s t a t e s  i n c l u d e  t h r e e  a n d  f o u r  d i g i t  

n u m b e r s  g a m e s  a n d  l o t t o .

T h e  g a m e s  m e n t i o n e d  a b o v e  a r e  a l l  e a s y  t o  p l a y ,  a n d  n o n e  i n v o l v e  a n y  s k i l l .

ARE L O T T E R I E S  SOME THI NG NEW FOR GOVERNMENTS TO BE I NVOL VE D W I T H ?

L o t t e r i e s  h a v e  a  l o n g  h i s t o r y  • • -  t h e y  c a n  b e  t r a c e d  f r o m  a n c i e n t  R o m e ,  t h r o u g h  m e d i e v a l
t i m e s ,  a n d  i n t o  t h e  p r e s e n t .  H i s t o r i c a l  r e f e r e n c e s  s h o w  c l e a r l y  t h a t  i n  e v e r y  a g e  a n d
i n  a l l  c o u n t r i e s  c h a n c e  h a s  b e e n  t h e  k e y  t o  s o l v i n g  p r o b l e m s  t h a t  w e r e  o t h e r w i s e



i n s o l u b l e ;  h a s  b e e n  a  s o u r c e  o f  r e c r e a t i o n ;  a n d  b e c a m e  a n  i n t e g r a l  p a r t  o f  t h e  c u s t o m s  
a n d  u s a g e s  o f  p e o p l e s .

P u b l i c  l o t t e r i e s  h a v e  b e e n  i n  e x i s t e n c e  f o r  a t  l e a s t  5 0 0  y e a r s .  D u r i n g  t h e  

R e n a i s s a n c e ,  l o t t e r i e s  w e r e  u s e d  t o  r a i s e  p u b l i c  r e v e n u e  t h r o u g h o u t  E u r o p e .  D u r i n g  t h e  

e a r l y  y e a r s  o f  t h e  U n i t e d  S t a t e s ,  t h e  n e w  n a t i o n  b o r r o w e d  t h i s  t r a d i t i o n  f r o m  E u r o p e
a n d  u s e d  l o t t e r y  p r o c e e d s  t o  f u n d  p u b l i c  w o r k s ,  e c o n o m i c  d e v e l o p m e n t ,  s c h o o l s  a n d

u n i v e r s i t i e s ,  a n d  o t h e r  p r o j e c t s .  I n  t h e  1 9 6 0 ’ s  s e v e r a l  s t a t e s  r e v i v e d  t h e  i d e a  o f  
g o v e r n m e n t - s p o n s o r e d  l o t t e r i e s  a n d  a  n e w  e r a  o f  p u b l i c  i n t e r e s t  i n  l o t t e r i e s  b e g a n .

T h e  d e v e l o p m e n t  o f  s o p h i s t i c a t e d  c o m p u t e r  t e c h n o l o g y  a d d e d  a  n e w  d i m e n s i o n  t o  s t a t e - r u n  
l o t t e r i e s ,  o f f e r i n g  i m p r o v e m e n t s  i n  p e r f o r m a n c e  a n d  s e c u r i t y  t h a t  a r e  v i t a l  t o  t h e  

c u r r e n t  p h e n o m e n a l  s u c c e s s  o f  s t a t e  l o t t e r i e s .  W i t h  c o m p u t e r  t e c h n o l o g y  r e d u c i n g  
o p e r a t i n g  c o s t s  a n d  g e o m e t r i c a l l y  e n h a n c i n g  s e c u r i t y ,  m o r e  s t a t e s  h a v e  c r e a t e d  

l o t t e r i e s  a n d  t h e  p u b l i c  h a s  d e m o n s t r a t e d  i t s  a c c e p t a n c e  a n d  t r u s t  i n  t h e i r  o p e r a t i o n .  
T o d a y ,  2 7  s t a t e s  p l u s  t h e  D i s t r i c t  o f  C o l u m b i a  o f f e r  a  v a r i e t y  o f  l o t t e r y  g a m e s .  I n  FY

1 9 8 6  t h e  l o t t e r y  i n d u s t r y  i n  t h e  U . S .  g e n e r a t e d  s a l e s  o f  $ 1 2 . 5  b i l l i o n .

ARE L O T T E R I E S  A GOOD METHOD OF R A I S I N G  S T A T E  R E V E N U E S ?

N o t  a s  e f f e c t i v e  a s  t a x e s  —  t a x a t i o n ,  i s  t h e  m o s t  e f f e c t i v e  w a y  o f  r a i s i n g  r e v e n u e s .  

L o t t e r i e s  a r e  b e s t  d e s c r i b e d  a s  a  s u p p l e m e n t a l  r e v e n u e  s o u r c e  o n l y .  A s  T h o m a s  

J e f f e r s o n  i s  o f t e n  q u o t e d ,  ' L o t t e r i e s  a r e  a  w o n d e r f u l  t h i n g ,  t h e y  t a x  o n l y  t h e  

w i l l i n g . *

HOW MUCH REVENUE WI L L  A S T A T E  L OT T E R Y P RODUCE

A s  s t a t e d  e a r l i e r ,  FY 1 9 8 6  s t a t i s t i c s  i n d i c a t e  t h a t  t o t a l  g r o s s  l o t t e r y  s a l e s  i n  t h e  
U . S .  w a s  $ 1 2 . 5  b i l l i o n .  T h i s  c o m p u t e s  t o  a n  a v e r a g e  a n n u a l  s t a t e  l o t t e r y  g r o s s  r e v e n u e  

o f  a b o u t  $ 1 0 0  p e r  c a p i t a .  A s i m p l i f i e d  m e a n s  o f  p r e d i c t i n g  a n y  s t a t e ' s  l i k e l y  g r o s s  
l o t t e r y  s a l e s  i s  t o  m u l t i p l y  t h i s  n u m b e r  ( $ 1 0 0  p e r  c a p i t a )  b y  t h e  s t a t e ’ s  p o p u l a t i o n .  
A l u s k a ’ s  p o p u l a t i o n  ( 5 3 0 , 0 0 0 )  t i m e s  t h i s  $ 1 0 0  p e r  c a p i t a  w o u l d  r e s u l t  i n  $ 5 3 , 0 0 0 , 0 0 0  
o f  g r o s s  s a l e s  f o r  A l a s k a .

On  t h e  a v e r a g e ,  a b o u t  3 5 *  t o  4 0 *  o f  g r o s s  l o t t e r y  s a l e s  g o e s  t o  t h e  s t a t e  a s  p r o f i t s .  
B a s e d  o n  t h i s  $ 5 3 , 0 0 0 , 0 0 0  o f  g r o s s  s a l e s ,  n e t  p r o f i t s  f o r  A l a s k a  w o u l d  b e  b e t w e e n  

$ 1 8 , 5 5 0 , 0 0 0  a n d  $ 2 1 , 2 0 0 , 0 0 0 .  F u t u r e  i s s u e s  o f  t h i s  I n f o r m a t i o n  B r i e f  w i l l  d e t a i l  

e x p e c t e d  r e v e n u e s  a n d  e x p e n s e s  f o r  a n  A l a s k a n  l o t t e r y .

I S  A S T A T E - R U N  L OT T E R Y THE ANSWER TO THE E CONOMI C P R OB LE MS  C URRE NT L Y F A C I N G  A L AS KA?

C e r t a i n l y  a  s t a t e - r u n  l o t t e r y  i s  n o t  t h e  a n s w e r  t o  a l l  t h e  f i n a n c i a l  n e e d s  o f  t h e  

s t a t e .  A t  t h e  s a m e  t i m e ,  i n  m a n y  s t a t e s  t h e  l o t t e r y  h a s  s t a b i l i z e d  s o m e  o f  t h e i r  
p r o b l e m s .  An  A l a s k a n  l o t t e r y  w i l l  p r o v i d e  o n e  a d d i t i o n a l  s o u r c e  o f  r e v e n u e  t o  h e l p  
b u f f e r  s t a t e  o p e r a t i n g  b u d g e t s  a g a i n s t  t h e  v o l a t i l e  s w i n g s  i n  t h e  o i l  m a r k e t  a n d  o u r  
r e s u l t a n t  p r i m a r y  f l o w  o f  c a s h  t o  o p e r a t e  s t a t e  s e r v i c e s .

ARE L O T T E R I E S  P O P U L A R ?

Y e s .  M o r e  p e o p l e  p a r t i c i p a t e  i n  s t a t e - r u n  l o t t e r i e s  t h a n  a n y  o t h e r  f o r m  o f  l e g a l i z e d  
g a m i n g .  O f  t h e  2 9  s t a t e s  i n  w h i c h  t h e  p u b l i c  h a s  v o t e d  t o  a c c e p t  o r  r e j e c t  a  s t a t e  

o p e r a t e d  l o t t e r y ,  a l l  v o t e d  ' y e s '  e x c e p t  N o r t h  D a k o t a .  I n  o p e r a t i n g  l o t t e r y  s t a t e s ,

7 5 *  o f  t h e  r e s i d e n t s  f a v o r  t h e  g a m e s .  A l a s k a n s  s u p p o r t  t h e  c o n c e p t  o f  a  s t a t e  o p e r a t e d  
l o t t e r y  b y  a  m a r g i n  o f  t w o  t o  o n e  a c c o r d i n g  t o  a  p o l l  c o m p l e t e d  i n  N o v .  1 9 8 5  b y  t h e  

D i t t m a n  R e s e a r c h  C o r p o r a t i o n  o f  A n c h o r a g e .  T h i s  t n r g i n  o f  s u p p o r t  i s  t y p i c a l  o f  o t h e r  
p o l l s  c o n d u c t e d  i n  o t h e r  s t a t e s  a n d  s m a l l e r  r e g i o n s  o f  A l a s k a .



N e e d l e s s  t o  s a y ,  t h e r e  a r e  t h o s e  w h o  o p p o s e  l o t t e r i e s  o r  g a m b l i n g  i n  a n y  f o r m .  T h e s e  
p e o p l e  a r e  f r e e  t o  a b s t a i n  f r o m  b u y i n g  t i c k e t s .

ARE L O T T E R I E S  D I F F I C U L T  TO A D M I N I S T E R ?

M o d e r n - d a y  l o t t e r i e s  h o v e  b e e n  i n  e x i s t e n c e  f o r  2 3  y e a r s  i n  t h e  U . S .  a n d  t h e r e  

c e r t a i n l y  i s n ’ t  a n y  m y s t e r y  c o n c e r n i n g  t h e i r  o p e r a t i o n s .  H o s t  s t a t e s  h a v e  l o t t e r y  
c o m m i s s i o n s  o v e r s e e i n g  t h e i r  o p e r a t i o n .  A l l  l o t t e r i e s  h a v e  f u l l - t i m e  d i r e c t o r s  o r  

e x e c u t i v e  s e c r e t a r i e s  —  p e o p l e  w i t h  e x t e n s i v e  b a c k g r o u n d s  i n  l o t t e r y  o p e r a t i o n s .  

L o t t e r y  s t a f f  c a n  r u n  f r o m  3 0  t o  1 5 0  d e p e n d i n g  o n  t h e  s i z e  o f  t h e  s t a t e .

F e w  p r o b l e m s  h a v e  a r i s e n  i n  t h e  l o t t e r y  i n d u s t r y  d u r i n g  t h e  p a s t  2 3  y e a r s .  W h e n  
p r o b l e m s  h a v e  a r i s e n  t h e  i n d u s t r y  h a s  b e e n  q u i c k  t o  r e a c t .  P r e s e n t  l o t t e r y  s t a t e s  a r e  

v e r y  a m e n a b l e  t o  s h a r i n g  t h e i r  e x p e r i e n c e s  a n d  t h e i r  t e c h n i q u e s  w i t h  n e w  e n t r a n t s  i n t o  
t h e  l o t t e r y  f i e l d .  T h e  p r o f e s s i o n a l  o r g a n i z a t i o n  o f  l o t t e r y  a d m i n i s t r a t o r s  f o r  t h e  
U . S .  a n d  C a n a d a ,  t h e  N a t i o n a l  A s s o c i a t i o n  o f  S t a t e  a n d  P r o v i n c i a l  L o t t e r i e s  ( N A S P L ) ,  

o f f e r s  e x t e n s i v e  a s s i s t a n c e  f o r  n e w  l o t t e r y  s t a t e s .  N u m e r o u s  c o n s u l t a n t s  a n d  l o t t e r y  

i n d u s t r y  e x p e r t s  w i t h  e x p e r i e n c e  i n  l o t t e r y  i m p l e m e n t a t i o n  a n d  o p e r a t i o n  a r o u n d  t h e  

w o r l d  a r e  a l s o  a n  a v a i l a b l e  r e s o u r c e .

HAVE ANY MODERN S T A T E  OP ERATE D L OT TE RY EVER F A I L E D  —  OR F A I L E D  TO SHOW A P R O F I T ?

No  l o t t e r y  h a s  e v e r  f a i l e d  —  o r  f a i l e d  t o  s h o w  a  p r o f i t .  G r o s s  s a l e s  h a v e  i n c r e a s e d  

e v e r y  y e a r  s i n c e  1 9 6 4 ,  w h i c h  s h o u l d  b e  e x p e c t e d  w i t h  a d d i t i o n a l  s t a t e s  j o i n i n g  t h e  
l o t t e r y  f i e l d  e a c h  y e a r .  H o w e v e r ,  t h e  r e a l  m e a s u r e  o f  l o t t e r y  s u c c e s s  a n d  a c c e p t a n c e  
b y  t h e  p o p u l a c e ,  p e r  c a p i t a  s a l e s ,  h a s  a l s o  d e m o n s t r a t e d  a n  i n c r e a s e  e a c h  y e a r  a n d  i s  

e s t i m a t e d  t o  h i t  $ 2  p e r  w e e k  i n  1 9 8 7 .  L o t t e r i e s  a r e  n o w  p l a y e d  b y  m o r e  A m e r i c a n s  t h a n  
a n y  o t h e r  c o m m e r c i a l  g a m e ,  a n d  t h i s  i s  w i t h  l o t t e r i e s  o p e r a t i o n a l  i n  a b o u t  5 0 *  o f  t h e  

s t a t e s .

WHAT H A P P E N S  TO THE L OT T E R Y DOLLAR AND HOW DOES A L OT T E R Y A F F E C T  THE ECONOMY OF THE 

S T A T E ?

G e n e r a l l y ,  4 5  c e n t s  t o  5 0  c e n t s  o f  e v e r y  d o l l a r  i s  r e t u r n e d  t o  t i c k e t  b u y e r s  i n  t h e  
f o r m  o f  p r i z e s  —  5  c e n t s  t o  7  c e n t s  o f  e v e r y  d o l l a r  i s  p a i d  t o  l o c a l  m e r c h a n t s  a s  

c o m m i s s i o n s  f o r  s e l l i n g  t i c k e t s  —  a b o u t  !5 c e n t s  t o  1 0  c e n t s  o f  e a c h  d o l l a r  i s  u s e d  t o  
p a y  s t a t e  l o t t e r y  e m p l o y e e s ,  r e n t  a n d  u t i l i t y  b i l l s  f o r  o f f i c e  a n d  w a r e h o u s e  s p a c e ,  t o  
p u r c h a s e  l o t t e r y  p r o d u c t s  f r o m  e s t a b l i s h e d  a n d  e x p e r i e n c e d  v e n d o r s ,  t o  e s t a b l i s h  a  
c o m p u t e r  s y s t e m ,  a n d  p r o m o t e  t h e  l o t t e r y  —  a n d  t h e  b a l a n c e ,  a b o u t  3 5  c e n t s  e n d s  u p  a s  

t h e  p r o f i t  f o r  t h e  s t a t e .  A l m o s t  a l l  l o t t e r y  d o l l a r s  s t a y  i n  t h e  s t a t e .

E a c h  s t a t e  d e c i d e s  b y  l a w  h o w  t o  d i s t r i b u t e  r e v e n u e s .  T y p i c a l l y ,  s p e c i a l  p r o g r a m s  i n  

a r e a s  s u c h  a  e d u c a t i o n ,  e n v i r o n m e n t a l  p r o j e c t s ,  e c o n o m i c  d e v e l o p m e n t ,  t r a n s p o r t a t i o n ,  
s e n i o r  c i t i z e n  p r o g r a m s ,  o r  r e v e n u e  s h a r i n g  a r e  t a r g e t e d  a s  b e n e f i c i a r i e s  o f  t h e  n e t  

r e v e n u e .  H o w e v e r ,  t h e  f i n a n c i a l  b e n e f i t s  t h a t  l o t t e r i e s  p r o v i d e  a  s t a t e  a r e  n o t  
l i m i t e d  t o  t h i s  d i s b u r s e m e n t  o f  p u b l i c  f u n d s .  A s t a t e - s p o n s o r e d  l o t t e r y  c o n t r i b u t e s  t o  
t h e  e c o n o m i c  g r o w t h  o f  t h e  c o m m u n i t y  t h r o u g h  t h e  c o m m i s s i o n s  e a r n e d  b y  r e t a i l e r s ,  
e m p l o y m e n t  o f  i n d i v i d u a l s  f r o m  t h e  l o c a l  w o r k  f o r c e ,  a n d  t h e  s u p p l i e s  a n d  s e r v i c e s  
p u r c h a s e d  f r o m  c o m m u n i c a t i o n ,  a d v e r t i s i n g ,  t r a n s p o r t a t i o n ,  a n d  o t h e r  r e l a t e d  

i n d u s t r i e s .

WHERE ARE L OT T E R Y T I C K E T S  SO L D ?

M o s t  s t a t e s  l i c e n s e  r e t a i l  e s t a b l i s h m e n t s  t h a t  a r e  e a s i l y  a c c e s s i b l e  t o  t h e  p u b l i c  s u c h  
a s  d r u g  s t o r e s ,  s u p e r m a r k e t s ,  c o n v e n i e n c e  s t o r e s ,  n e w s s t a n d s  a n d  p a c k a g e  s t o r e s .  A s  a  

r u l e  o f  t h u m b ,  o n e  l i c e n s e  i s  g r a n t e d  f o r  e v e r y  1 , 0 0 0  p e o p l e .  A s  s t a t e d  p r e v i o u s l y ,



t h e s e  a g e n t s  u s u a l l y  r e c e i v e  5 *  t o  7 *  o f  t h e i r  s a l e s  o s  c o m m i s s i o n s  f o r  s e l l i n g  l o t t e r y  
t i c k e t s .  I n  g r a n t i n g  l i c e n s e s ,  l o t t e r y  a g e n c i e s  w i l l  i n v e s t i g a t e  p r o s p e c t i v e  l i c e n s e e s  
a s  t o  p a s t  c r i m i n a l  r e c o r d s ,  t h e i r  f i n a n c i a l  c o n d i t i o n ,  t h e i r  a b i l i t y  t o  s e r v e  t h e  

p u b l i c ,  a n d  t h e i r  g e n e r a l  f i t n e s s  t o  s e r v e  a s  a g e n t s .

A R E N ’ T L O T T E R I E S ,  FOR THE MOST P A R T ,  S U P P O R T E D  BY POOR P E O P L E ?

N o .  T h e  c o n c l u s i o n s  f r o m  2 0  y e a r s  o f  e x t e n s i v e  s t u d i e s  o f  s t a t e - r u n  l o t t e r i e s  i n d i c a t e  

t h a t  a n  o v e r w h e l m i n g  m a j o r i t y  o f  t i c k e t  p u r c h a s e r s  a r e  i n  t h e  m i d d l e  i n c o m e  r a n g e s .  

W h e r e a s  c i t i z e n s  i n  t h e  l o w  i n c o m e  r a n g e s  b u y  l o t t e r y  t i c k e t s ,  t h e y  b u y  f e w e r  
p r o p o r t i o n a t e l y  t h a n  t h e i r  p e r c e n t a g e  o f  t h e  p o p u l a t i o n .

G o v e r n m e n t  l o t t e r i e s  a r e  i m p l e m e n t e d  t o  r a i s e  r e v e n u e .  I t  j u s t  d o e s  n o t  m a k e  s e n s e  t o  
t r y  t o  r a i s e  r e v e n u e  f r o m  p e o p l e  w h o  d o n ’ t  h a v e  m o n e y !  A J 1 2 . 5  b i l l i o n  p e r  y e a r  

e n t e r t a i n m e n t  i n d u s t r y  i n  t h e  U . S .  a s  n o t  b e e n  ' b u i l t  o n  t h e  b a c k s  o f  t h e  p o o r . '

DON’ T L O T T E R I E S  A P P E A L  TO THE U N D E R - E D U C A T E D ?

S i m i l a r  t o  t h e  p r e v i o u s  q u e s t i o n ,  c u r r e n t  d e m o g r a p h i c  i n f o r m a t i o n  o b t a i n e d  f r o m  a c t u a l  

p r i z e  c l a i m  f o r m s  ( w h i c h  r e p r e s e n t s  a  n e a r  p e r f e c t  s a m p l i n g  o f  t h o s e  w h o  p l a y  

l o t t e r i e s )  o v e r  t h e  l a s t  2 3  y e a r s  i n d i c a t e  t h a t  t h e  v a s t  m a j o r i t y  ( 6 6 % )  o f  l o t t e r y
p u r c h a s e r s  h a v e  a  h i g h  s c h o o l  e d u c a t i o n  o r  b e t t e r .

HOW ABOUT O R G A N I Z E D  C R I ME  AND L O T T E R I E S ?

T h e r e  i s  a b s o l u t e l y  n o  e v i d e n c e  o f  a n y  s t a t e  l o t t e r y  b e i n g  i n f i l t r a t e d  b y  ' o r g a n i z e d  
c r i m e . '  M o d e r n  d a y  l o t t e r i e s  a r e  r u n  b y  s t a t e  g o v e r n m e n t s  a n d  t h e r e  a r e  n o  a v e n u e s  
a v a i l a b l e  f o r  i l l e g a l  o p e r a t o r s  t o  p l y  t h e i r  t r a d e .  I s o l a t e d  a t t e m p t s  t o  m a n i p u l a t e  

t h e  o u t c o m e s  o f  s o m e  l o t t e r i e s  h a v e  b e e n  m a d e  b y  e m p l o y e e s ,  b u t  t h e  e x t e n s i v e  s e c u r i t y  
m e a s u r e s  p r a c t i c e d  b y  a l l  s t a t e  l o t t e r i e s  h a v e  f o i l e d  t h e s e  f e w  a t t e m p t s .

WHAT ABOUT THE S O C I A L  I M P L I C A T I O N S  OF ADVOCATI NG A FORM OF L E G A L I Z E D  GAMBLI NG AS A 

METHOD OF R A I S I N G  R E V E N U E ?

O f  t h e  5 3  s e p a r a t e  U . S .  g o v e r n m e n t a l  e n t i t i e s  ( s t a t e s ,  t e r r i t o r i e s ,  & W a s h .  D . C . ) ,  a l l  
b u t  t h r e e ,  H a w a i i ,  I n d i a n a ,  a n d  U t a h ,  a l l o w  s o m e  f o r m  o f  l e g a l i z e d  g a m b l i n g .  Of  t h e  
m a n y  f o r m s  o f  g a i n i n g  a u t h o r i z e d  b y  t h e s e  g o v e r n m e n t s ,  e x p e r t s  i n  f i e l d  o f  s o c i a l  

i m p a c t s  o f  g a m b l i n g  c o n c l u d e  t h a t  l o t t e r i e s  a r e  t h e  l e a s t  l i k e l y  t o  a f f e c t  p e o p l e  

n e g a t i v e l y .

T h i s  i s  t r u e  b e c a u s e  s t a t e  l o t t e r i e s  d o  n o t  o f f e r  t h e  s t i m u l i  a s s o c i a t e d  w i t h  o t h e r  
f o r m s  o f  g a m b l i n g .  M o s t  o t h e r  f o r m s  o f  g a m i n g  a r e  p l a y e d  i n  s o m e  f o r m  o f  s o c i a l  

s e t t i n g ,  o f f e r  i m m e d i a t e  o r  n e a r - i m m e d i a t e  r e i n f o r c e m e n t  ( p a y o f f s ) ,  a n d  a l l o w  t h e  
p l a y e r  t o  a p p l y  s o m e  l e v e l  o f  s e l f  p e r c e i v e d  s k i l l .  S t a t e  l o t t e r i e s  o f f e r  n o n  o f  
t h e s e .  T h e r e  i s  n o  s i m i l a r i t y  b e t w e e n  s t a t e - r u n  l o t t e r i e s  a n d  c a s i n o  g a m b l i n g  o r  h o r s e  
r a c e  b e t t i n g .

A r e c e n t  N e w s w e e k  a r t i c l e  c o n c l u d e d ,  ' T h e  o n l y  g a m e s  t h a t  a p p a r e n t l y  p o s e  n o  r e a l  
t h r e a t  o f  a d d i c t i o n  a r e  s t a t e  l o t t e r i e s .  T h a t  i s  b e c a u s e  t h e y  d o n ’ t  h a v e  e n o u g h  

a c t i o n . *  J o h n  D.  Q u i n n ,  D i r e c t o r  o f  t h e  Ne w Y o r k  S t a t e  L o t t e r y ,  a n d  a  p a s t  p r e s i d e n t  
o f  t h e  N a t i o n a l  A s s o c i a t i o n  o f  S t a t e  L o t t e r i e s  s a y s  t h a t  d u r i n g  h i s  t e n u r e  a s  d i r e c t o r  
o f  t h e  N . Y .  L o t t e r y  ( w i t h  s a l e s  o f  3 - 4  b i l l i o n  t i c k e t s )  h e  h a s  n o t  r e c e i v e d  o n e  p h o n e  

c a l l  o r  l e t t e r  s a y i n g  a  w i f e  o r  h u s b a n d  ' h a d  s p e n t  t h e  b r e a d  o r  m i l k  m o n e y  o n  t h e  
l o t t e r y . '

P l e a s e  l o o k  f o r  I n f o r m a t i o n  B r i e f  N o .  2 ;  H i s t o r i c a l  P e r s p e c t i v e  o n  L o t t e r i e s ,  t o  b e  
m a i l e d  i n  t w o  w e e k s .



P.O. Box 22204 • Juneau. Alaska 99802 • (907) 463-3044

I N F O R MA T I O N  B R I E F :  NO.  2

H I S T O R I C A L  P E R S P E C T I V E  ON L O T T E R I E S

H i s t o r i a n s  a n d  l i n g u i s t s  s t i l l  a r g u e  a b o u t  w h i c h  l a n g u a g e  f i r s t  a d o p t e d  t h e  w o r d  
‘ l o t t e r y ’ .  I t  s e e m s  t h e r e  a r e  a  n u m b e r  o f  l a n g u a g e s ,  a n c i e n t  a n d  m o d e r n ,  t o  w h i c h  we  

m i g h t  t r a c e  t h i s  t e r m ,  s u c h  a s  t h e  T e u t i n i c  h l o t  ( m e a n i n g  h e r i t a g e  o r  p r i z e - d r a w i n g ) ,

t h e  I t a l i a n  l o t t e r i a  o r  t h e  D u t c h  l o t e r i j e .

As  f a r  b a c k  a s  h i s t o r y  c a n  t a k e  u s ,  we  f i n d  t r a c e s  o f  o u r  p r o f o u n d  a t t r a c t i o n  t o w a r d

m y s t e r y  a n d  t h e  u n k n o w n .  We h a v e  w o r s h i p e d  t h e  s t a r s  a n d  l o o k e d  f o r  s i g n s  i n  t h e

h e a v e n s ,  we  h a v e  c o n s u l t e d  o r a c l e s ,  a n d  h a v e  l e f t  t o  s o o t h s a y e r s  d e c i s i o n s  i n  w h i c h  o u r  

v e r y  l i v e s  w e r e  a t  s t a k e .

B e f o r e  d e c l a r i n g  w a r  o r  g i v i n g  b a t t l e ,  t h e  C h i n e s e ,  t h e  J a p a n e s e ,  t h e  M e d e s ,  t h e  

P e r s i a n s ,  t h e  R o m a n s  a n d  t h e  G r e e k s  a l l  e n t r u s t e d  t h e i r  d e s t i n y  t o  a  r e a d i n g  o f  t h e  
f u t u r e  i n  t h e  e n t r a i l s  o f  a  f r e s h l y - k i l l e d  a n i m a l ,  i n  t h e  t o s s  o f  k n u c k l e - b o n e s  o r  t h e  

c o n f i g u r a t i o n  o f  t h e  z o d i a c a l  s i g n s .

H o m e r ,  t h e  b a r d  o f  G r e e k  m y t h o l o g y ,  r e l a t e s  h o w  t h e  s o l d i e r s  p u t  t h e i r  l i v e s  i n  

A g a m e m n o n ’ s  h a n d s  a s  h e  d e t e r m i n e d ,  b y  d r a w i n g  l o t s ,  w h i c h  o f  t h e m  w a s  t o  c o n f r o n t  t h e  
n o b l e  H e c t o r .  A l e x a n d e r  t h e  G r e a t  c o n s u l t e d  o r a c l e s  b e f o r e  e v e r y  o n e  o f  h i s  c o n q u e s t s .  
D a r i u s  g a v e  u p  h i s  l a n d  t o  t h e  i n v a d e r  w h e n  t h e  a u g u r i e s  h i n t e d  a t  h i s  d e f e a t  a n d  f a l l .

A n c i e n t  h i s t o r i a n s  a l s o  c i t e  m a n y  c a s e s  w h e n  c h a n c e  w a s  c a l l e d  u p o n  a s  a n  i n s t r u m e n t  o f  

p o l i c y .  M o s e s  c a l l e d  u p o n  c h a n c e  t o  s h a p e  h i s  p e o p l e ’ s  d e s t i n y  i n  t h e  d i v i s i o n  o f  t h e
l a n d  w e s t  o f  t h e  J o r d a n  R i v e r :  '  t h e  l a n d  s h a l l  b e  d i v i d e d  b y  l o t :  a c c o r d i n g  t o  t h e

n a m e s  o f  t h e  t r i b e s  o f  t h e i r  f a t h e r s  t h e y  s h a l l  i n h e r i t . ’ ( N u m b e r s ,  X X V I ,  5 5 . )  I n  t h e  
B i b l e  we  a l s o  r e a d  h o w  J o n a s  w a s  t h r o w n  i n t o  t h e  s e a  b y  s a i l o r s  f r i g h t e n e d  b y  t h e  

s t o r m .  T h e y  d r e w  l o t s  t o  f i n d  o u t  w h o  i n  t h e  s h i p  w a s  b r i n g i n g  t h e  s t o r m  u p o n  t h e m ,  
a n d  J o n a s  l o s t  t h e  d r a w .  ( J o n a s ,  I ,  7 . )

H i n d u  c u l t u r e  d e v e l o p e d  a  k i n d  o f  t r i a l  b y  c h a n c e .  S t a t u e t t e s  w e r e  p l a c e d  i n  a n  u r n ,  

o n e  o f  t h e m  r e p r e s e n t i n g  g u i l t  a n d  t h e  o t h e r  i n n o c e n c e .  T h e  a c c u s e d  d e c i d e d  t h i s  o w n  

f a t e  b y  f i s h i n g  o n e  o f  t h e m  o u t  o f  t h e  u r n .

I n  C h i n a ,  a  f u l l  c e n t u r y  B . C . ,  we  f i n d  t h e  g a m e  o f  K e n o  w h i c h  w a s  p r o p o s e d  t o  h a v e  b e e n  

i n v e n t e d  b y  C h u n g  L u n g ,  a  m e m b e r  o f  t h e  H a n  d y n a s t y ,  t o  r a i s e  m o n e y  f o r  h i s  a r m i e s .
T h e  g a m e  u s e d  1 2 0  c h a r a c t e r s  o r  C h i n e s e  p r o v e r b s ,  f r o m  w h i c h  a  c e r t a i n  n u m b e r  h a d  t o  b e  

c h o s e n .  T h i s  ’ C h i n e s e  l o t t e r y ’ c a m e  w i t h  C h i n e s e  i m m i g r a n t s  t o  E u r o p e  a n d  l a t e r  t o  
A m e r i c a ,  a n d  r e d u c e d  t h e  g r i d  f r o m  1 2 0  t o  8 0 .  T h e  p o p u l a r  g a m e  o f  B i n g o  f u r t h e r  

r e d u c e d  t h e  g r i d  t o  7 5  s q u a r e s ,  w i t h  a  f r e e  n u m b e r  i n  t h e  m i d d l e .

T h e  u s e  o f  d r a w s  o f  a l l  s o r t s  w a s  w i d e s p r e a d  i n  a n c i e n t  R o m e .  T h e  e m p e r o r s  a t  t h e i r  

b a n q u e t s  l i k e d  t o  o f f e r  v a r i o u s  p r e s e n t s  o r  c o n o i a r i a  t o  t h e i r  g u e s t s  b y  d r a w i n g  l o t s .  
E a c h  g u e s t  p a i d  h i s  o w n  r e c k o n i n g  f o r  t h e  m e a l ,  a n d  m i g h t  w i n  a  p r i z e  o f  g r e a t  v a l u e  o r  
a  w o r t h l e s s  t r i n k e t .  He  c a n  s e e  t h e  p a r a l l e l  b e t w e e n  s u c h  d r a w s  a n d  t o d a y ’ s  l o t t e r i e s .

T h e  e m p e r o r  N e r o  ( 3 7  t o  6 8  A . D . )  m a r k e d  h i s  c e l e b r a t i o n s  o f  t h e  E t e r n i t y  o f  t h e  E m p i r e  
b y  p u b l i c  d r a w s ,  w i t h  u p  t o  a  t h o u s a n d  p r i z e s  d a i l y :  j o b s ,  l a n d ,  s l a v e s  o r  s h i p s  w e r e  

t h e  p r i z e s .

L a n p i d u s ,  t h e  b i o g r a p h e r  o f  H e l i o g a b a l u s  ( 2 0 4  t o  2 2 2  A . D . ) ,  t e l l s  a b o u t  t h i s  e m p e r o r ’ s  
p r a n k s  i n  t h e  o r g a n i z a t i o n  o f  h i s  l o t t e r i e s .  I t  p l e a s e d  h i m  t o  g i v e  p r i z e s  e i t h e r  o f  

c o n s i d e r a b l e  w o r t h  o r  o f  n o  v a l u e  a t  a l l ,  s u c h  a s  t e n  c a m e l s  a s  o p p o s e d  t o  t e n  f l i e s :  
o r  t e n  p o u n d s  o f  g o l d  a g a i n s t  t e n  h e n s  e g g s .



S a i n t  H i p p o l y t u s ,  a  G r e e k  C h r i s t i a n  w r i t e r  i n  t h e  t h i r d  c e n t u r y  A . D . ,  r e l a t e s  i n  h i s  

P h i l o s o p h o u i c n a  ( o r  R e f u t a t i o n  o f  A 1 1 t h e  H e r e s i e s ) t h e  u s e  c f  d i g i t s  a n d  n u m b e r s  b y  
t h e  C e l t s .

I n  F r a n c e ,  f r o m  C h a r l e m a g n e  t o  F r a n c o i s  I ,  i n c l u d i n g  t h e  r e i g n s  o f  S a i n t  L o u i s ,  C h a r l e s  
l e  B e l  a n d  C h a r l e s  V ,  e d i c t s  a n d  r e g u l a t i o n s  r a i n e d  d o w n  i n  a n  a t t e m p t  t o  d a m p e n  t h e  

s l i g h t e s t  u r g e  t o  g a m b l e  t h a t  m i g h t  s m o l d e r  a m o n g  t h e  p e o p l e .  C h a r l e m a g n e ,  i n  h i s  

C a p i t u l a r i e s ,  f o r b i d s  b o t h  l a y p e r s o n s  a n d  c l e r g y  t o  i n d u l g e  i n  g a m e s  o f  c h a n c e ,  i n  t h e  

s p i r i t  o f  t h e  e d i c t  o f  t h e  C o u n c i l  o f  H a y e n n e  i n  8 1 3 .  S a i n t  L o u i s ,  i n  1 2 5 2 ,  c o n d e m n e d  
t h e  g a m e  o f  d i c e .  H i s  s u c c e s s o r s ,  C h a r l e s  l e  B e l  ( i n  1 3 1 9 )  a n d  C h a r l e s  V ( i n  1 3 6 9 )  

r e p e a t  t h i s  p r o h i b i t i o n ,  a d d i n g  b o a r d  g a m e s  l i k e  c h e c k e r s  a n d  c h e s s ,  a s  w e l l  a s  
b a c k g a m m o n ,  b i l l i a r d s  a n d  b o w l s .

I t  s e e m s ,  h o w e v e r ,  t h a t  l o c a l  l o t t e r i e s  e x i s t e d  i n  E u r o p e  t h r o u g h o u t  t h e  M i d d l e  A g e s .

He  f i n d  t h e  f i r s t  w r i t t e n  e v i d e n c e  o f  m e d i e v a l  l o t t e r i e s  i n  t e r r i t o r y  b e l o n g i n g  t o  

F l a n d e r s ,  t h e n  a  p a r t  o f  t h e  N e t h e r l a n d s .

I n  b r o a d s h e e t s  o f  t h e  t i m e  —  t h e  a n c e s t o r  o f  o u r  n e w s p a p e r s  —  w e  f i n d ,  b e t w e e n  1 4 4 3  

a n d  1 4 4 9 ,  t h a t  m a n y  p r i z e - d r a w s  w e r e  h e l d  i n  a  v a r i e t y  o f  l o c a t i o n s :  G h e n t ,  U t r e c h t  a n d  

B r u g e s .  T h e y  a l s o  m e n t i o n  l o t t e r i e s  b e i n g  h e l d  i n  a r e a s  r u l e d  b y  t h e  D u k e s  o f  B u r g u n d y  
a t  a n  e v e n  e a r l i e r  d a t e .

I n  B r u g e s  m o r e  t h a n  a  c e n t u r y  b e f o r e ,  s i n c e  1 2 9 2  i n  f a c t ,  l o t s  w e r e  d r a w n  f o r  t h e  
a l l o c a t i o n  o f  s t a n d s  i n  t h e  l a r g e  f a r m e r s ’ m a r k e t s .  T h e  F l a n d e r s  b r o a d s h e e t  d r a w s  
a t t e n t i o n  t o  t h e  f a c t  t h a t  i n  t h e  d r a w  o f  A u g u s t  2 9 ,  1 4 4 6 ,  o n e  o f  t h e s e  p o s i t i o n s  w a s  

w o n  b y  t h e  w i f e  o f  a  V e n e t i a n  m e r c h a n t ,  w h i c h  s h o w e d ,  t h e  w r i t e r  i n s i s t e d ,  t h e  
i m p a r t i a l i t y  o f  t h e  d r a w .

A g a i n  i n  B r u g e s ,  we  c a n  t r a c e  t h e  r e g u l a r  h o l d i n g  o f  l o t t e r i e s  b e t w e e n  1 4 6 5  a n d  1 4 7 4 ,  
m o s t  o f  t h e m  t o  s u p p o r t  b u i l d i n g  o f  c h a p e l s ,  a l m s h o u s e s ,  c a n a l s  a n d  p o r t  f a c i l i t i e s .

A c h a r t e r  d a t e d  Ma y  2 9 ,  1 4 7 5 ,  i s s u e d  b y  C h a r l e s  t h e  B o l d ,  g r a n t s  t o  t h e  C o r p o r a t i o n  o f

S t .  G e o r g e  o f  6 h e n t  t h e  r i g h t  t o  o r g a n i z e  a  l o t t e r y  f o r  f o u r  y e a r s ,  w i t h  t w o  d r a w s  p e r
y e a r ,  t o  f i n a n c e  t h e  c o n s t r u c t i o n  o f  a  g u i l d h a l l  f o r  t h e  c o r p o r a t i o n ,  a n d  a  c h a p e l .

A c c o r d i n g  t o  t h e  J e s u i t  p u b l i c a t i o n  R e l a t i o n s ,  t h e  f i r s t  l o t t e r y  w i t h  c a s h  p r i z e s  d a t e s  

b a c k  t o  1 4 9 0 .  T h e  m o d e r n  l o t t e r y  a s  we  k n o w  i t  t h e n  c a m e  i n t o  b e i n g  t w o  y e a r s  b e f o r e  
C o l u m b u s  d i s c o v e r e d  A m e r i c a .

I t  i s  i n t e r e s t i n g  t o  n o t e  t h a t  e v e n  i n  t h o s e  d a y s  t h e r e  w e r e  s p e c i a l  p r i z e s  f o r  h o l d e r s  

o f  t h e  n u m b e r s  i m m e d i a t e l y  a b o v e  a n d  b e l o w  t h e  w i n n i n g  f i g u r e ,  a n t i c i p a t i n g  t h e  

a n c i l l a r y  p r i z e s  g i v e n  i n  t o d a y ’ s  l o t t e r i e s .

He  a l s o  c a m e  u p o n  t r a c e s  o f  B e d i e v a l  l o t t e r i e s  i n  G e r m a n  s t a t e s ,  p a r t i c u l a r l y  i n  t h e  

a n c i e n t  D u c h y  o f  B a v a r i a ,  w h e r e  m a n y  t o w n s  r a n  l o t t e r i e s .  I n  H a m b u r g  t h e  l o t t e r y  w a s  

s o  e f f e c t i v e l y  p u b l i c i z e d  t h a t  i t s  p o p u l a r i t y  a n d  f a m e  e x t e n d e d  t o  n e i g h b o r i n g  s t a t e s  
w h e r e  l o t t e r i e s  w e r e  b a n n e d .

I t  i s  e v e n  r e p o r t e d  t h a t  s o m e  p r i z e s  o f f e r e d  i n  G e r m a n y  w e r e  o u t  o f  a l l  p r o p o r t i o n ,
s t a r t i n g  f r o m  d r a w s  f o r  p i e c e s  o f  l a n d  a n d  s w e l l i n g  t o  t h e  r a f f l i n g  o f  a  w h o l e  t o w n ,
w i t h  2 9  v i l l a g e s ,  a  p a l a c e ,  1 0 , 0 0 0  h e c t a r e s  o f  f o r e s t ,  1 , 0 0 0  a c r e s  o f  a r a b l e  l a n d  a n d  a  
f a c t o r y .

T h e  p r o l i f e r a t i o n  o f  l o t t e r i e s  d u r i n g  t h e  e a r l y  1 5 0 0 ’ s  i s  e v i d e n c e d  b y  a  M a l i n e s  e d i c t  

o f  Ma y  2 ,  1 5 2 6 ,  w h e r e i n  a l l  l o t t e r i e s  o p e r a t i n g  w i t h o u t  a  l i c e n s e  w e r e  f o r b i d d e n ,  u n d e r  

p e n a l t y  o f  c o n f i s c a t i o n  o f  t i c k e t s  a n d  p r o c e e d s .  R o y a l  e d i c t s  o r  o r d e r s  p r o h i b i t i n g  o r  
p e r m i t t i n g  l o t t e r i e s  s o o n  b e c a m e  m o r e  f r e q u e n t ,  i n  t h e  N e t h e r l a n d s ,  P r u s s i a  a n d  
A u s t r i a ,  a n d  f i n a l l y  t h r o u g h o u t  E u r o p e .

I n  F r a n c e ,  F r a n c o i s  I ,  a n  o p e n - h a n d e d ,  g o o d - n a t u r e d  f e l l o w ,  f i r s t  r e i n t r o d u c e d  b e t t i n g  

a t  t e n n i s ,  t h e n  a u t h o r i z e d  t h e  s e t t i n g - u p  o f  l o t t e r y  o f f i c e s  i n  P a r i s  a n d  f o u r  o t h e r  

c i t i e s  o f  t h e  k i n g d o m  i n  1 5 2 0 .



W h i l e  t h e  l a n d s  o f  n o r t h e r n  E u r o p e  w e r e  d e v e l o p i n g  t h e  l o t t e r i e s  t h a t  h a v e  b n c o a e  

t r a d i t i o n a l  t o d a y ,  o t h e r  g a a e s  o f  c h a n c e  w e r e  b o r n  f a r t h e r  s o u t h .  I n  t h e  R e p u b l i c  o f  
G e n o a ,  c u s t o a  h a d  i t  t h a t  l o t s  s h o u l d  b e  d r a w n  o n c e  a  y e a r  t o  c h o o s e  f i v e  c i t i z e n s  a s  

a e a b e r s  f o r  t h e  S e n a t e  a a o n g  9 0  c a n d i d a t e s  w h o  w e r e  c h o s e n  s i x  M o n t h s  i n  a d v a n c e .  T h a t  
t h i s  s h o u l d  h a v e  a  p a r a l l e l  f u n c t i o n  a s  a  g a a e  o f  c h a n c e  w a s  i n e v i t a b l e .  I t  c o s t  o n e  

p i s t o l e  t o  p l a y .  T h e  b i g  w i n n e r  w h o  p i c k e d  a l l  f i v e  n a a e s  c o r r e c t l y  g o t  a b o u t  2 0 , 0 0 0  

p i s t o l e s .  F o u r  c o r r e c t  n a a e s  w e r e  w o r t h  5 , 0 0 0 ,  a n d  t h r e e  n a a e s  w o n  5 0 0 .

I n  1 5 1 9 ,  B e n e d e t t o  G e n t i l e  s e e i n g  t h e  p o t e n t i a l  p r o f i t s ,  a s t u t e l y  c o n s i d e r e d  t h a t  o n e  

d r a w  e a c h  y e a r  w a s  n o t  e n o u g h .  He  r e p l a c e d  t h e  9 0  n a s e s  b y  9 0  n u a b e r s ,  a n d  t h e  ’ G i o c o  

d i  S e a i n a r i o ’ q u i c k l y  b e c o m e  o n e  o f  t h e  f a v o r i t e  a a u s e a e n t s  o f  t h e  G e n o e s e .  T h e  f i r s t  

o f f i c i a l  r e c o r d s  o f  t h i s  ’ 5 / 9 0 "  d r a w  d a t e  f r o *  1 5 3 5 .

T h e  I t a l i a n  L o t t o  s o o n  t o o k  r o o t  i n  o t h e r  E u r o p e a n  c o u n t r i e s ,  t r a n s p l a n t e d  b y  t h e  

I t a l i a n  c o u r t i e r s  o f  C a t h e r i n e  d e  M e d i c i . T h e s e  w e r e  p a r t i a l l y  a n  a t t e a p t  t o  c u r b  t h e  
e x i t  o f  c a s h  f r o a  n o n - l o t t e r y  j u r i s d i c t i o n s ,  t h r o u g h  s u b s c r i p t i o n s  t o  f o r e i g n  l o t t e r i e s  

w h i c h  w e r e  a l r e a d y  v e r y  p o p u l a r .

T h e  e a r l i e s t  d a y s  o f  c o l o n i e s  i n  A a e r i c a  w e r e  a l s o  a  t i a e  i n  E u r o p e  d u r i n g  w h i c h  t h e  

p h e n o a e n o n  o f  l o t t e r i e s  u n d e r w e n t  a n  e x t r a o r d i n a r y  g r o w t h .

I n  1 6 1 2 ,  K i n g  J a n e s  a u t h o r i z e d  a  l o t t e r y  t o  h e l p  f i n a n c e  t h e  ‘ c o l o n i a l  s e t t l e n e n t '  

w h i c h  p a i d  t h e  c o s t  o f  s e t t l i n g  V i r g i n i a .  I n  1 7 5 1  a n d  1 7 5 4 ,  B e n j a a i n  F r a n k l i n  h e l p e d  

s p o n s o r  a  s e r i e s  o f  " A c a d e a i c  L o t t e r i e s '  a n d  h e l p e d  f u n d  t h e  U n i v e r s i t y  o f  
P e n n s y l v a n i a .  T h e  C o n g r e s s  o f  1 7 7 6  p r o v i d e d  a  N a t i o n a l  L o t t e r y  s t r o n g l y  s u p p o r t e d  b y  
T h o a a s  J e f f e r s o n  a n d  o t h e r s  o f  t h e  n a t i o n ’ s  f o u n d i n g  f a t h e r s ,  p a r t i a l l y  f u n d i n g  t h e  

C o l o n i a l  A r m y  d u r i n g  t h e  R e v o l u t i o n a r y  W a r .

S o a e  7 0  a c t s  w e r e  p a s s e d  b y  C o n g r e s s  b e f o r e  1 8 2 0  a u t h o r i z i n g  l o t t e r i e s  f o r  t h e  b u i l d i n g  

o f  s c h o o l s ,  r o a d s  a n d  o t h e r  p u b l i c  p r o j e c t s .  L o t t e r i e s  h e l p e d  e r e c t  H a r v a r d ,  Y a l e ,  
B r o w n ,  D a r t a o u t h ,  C o l u a b i a ,  P r i n c e t o n ,  W i l l i a a  a n d  H a r y  a n d  o t h e r  a c a d e a i c  

i n s t i t u t i o n s .

P u b l i c  t r u s t  i n  U . S .  a n d  s o a e  E u r o p e a n  l o t t e r i e s  w a i n e d  i n  t h e  a i d  1 8 0 0 ’ s  w h e n  t h e i r  

g r o w t h  a l l o w e d  a  f e w  d i s h o n e s t  p u b l i c  e a p l o y e e s  t o  a a n i p u l a t e  t h e  o u t c o n e s  o f  s o a e  
l o t t e r i e s  f o r  p e r s o n a l  g a i n .  U . S .  l o t t e r i e s  a l l  b u t  d i s a p p e a r e d  u n t i l  1 9 6 4 .

T h e  f i r s t  W e s t e r n  l o t t e r y  t o  s t a r t  o p e r a t i o n s  i n  t h e  2 0 t h  C e n t u r y  w a s  A u s t r a l i a ’ s  
Q u e e n s l a n d  S t a t e  L o t t e r y ,  d r a w i n g  i t s  f i r s t  t i c k e t  i n  1 9 1 7 .  T h e  f i r s t  2 0 t h  C e n t u r y  
U . S .  l o t t e r y  b e g a n  i n  Ne w H a a p s h i r e  i n  1 9 6 4 .  '  e f o l l o w i n g  l i s t  g i v e s  t h o s e  s t a t e s  

w i t h  l o t t e r i e s  a n d  y e a r s  t h e i r  l o t t e r i e s  s t a r t e d .

1 . Ne w H a a p s h i r e 1 9 6 4 1 4 . A r i z o n a 1 9 8 1

2 . M a s s a c h u s e t t s 1 9 7 1 1 5 . D i s t .  o f  C o l u a b i a 1 9 8 2

3 . New J e r s e y 1 9 7 1 1 6 . W a s h i n g t o n 1 9 8 2

4 . P e n n s y l v a n i a 1 9 7 2 1 7 . C o l o r a d o 1 9 8 3

5 . C o n n e c t i c u t 1 9 7 3 1 8 . C a l i f o r n i a 1 9 8 5

6 . M a r y l a n d 1 9 7 3 1 9 . O r e g o n 1 9 8 5

7 . M i c h i g a n 1 9 7 3 2 0 . W e s t  V i r g i n i a 1 9 8 5

8 . I l l i n o i s 1 9 7 4 2 1 . I o w a 1 9 8 5

9 . O h i o 1 9 7 4 2 2 . M i s s o u r i 1 9 8 6

1 0 . M a i n e 1 9 7 5 2 3 . K a n s a s 1 9 8 7

1 1 . D e l a w a r e 1 9 7 6 2 4 . M o n t a n a 1 9 8 7

1 2 . New  Y o r k 1 9 7 6 2 5 . N o r t h  D a k o t a 1 9 8 7

1 3 . V e r a o n t 1 9 7 7 2 6 . F l o r i d a 1 9 8 8

I n a d d i t i o n  v o t e r s  h a « e g i v e n  a p p r o v a l t o  l o t t e r i e s  i n  I d a h o  a n d W i s c o n s i n ,  a n d

l e g i s l a t u r e s  i n  V i r g i n i a  a n d  I n d i a n a  h a v e  g i v e n  t h e  n o d  t o  a  v o t e  b y  t h e  e l e c t o r a t e  f o r  

s t a t e  l o t t e r i e s .



I n  1 9 8 4 ,  t h e  I n t e r n a t i o n a l  A s s o c i a t i o n  o f  S t a t e  L o t t e r i e s  l i s t e d  6 3  a e n b e r  n a t i o n s ,  

i n c l u d i n g  e v e r y  c o n t i n e n t  e x c e p t  A n t a r c t i c a .  I n  m o s t  c a s e s ,  p r o c e e d s  g o  d i r e c t l y  i n t o  
n a t i o n a l  t r e a s u r i e s ,  o r  a r e  e a r n a r k e d  f o r  p u M i c  b e n e f i t s  s u c h  a s  h e a l t h ,  e d u c a t i o n  o r  

c h a r i t i e s .  T h e  N e t h e r l a n d s  h a s  t h e  o l d e s t  l o t t e r y  i n  o p e r a t i o n ,  s t a r t e d  i n  1 7 2 6 .

T h e s e  f e w  h i s t o r i c a l  r e f e r e n c e s  g l e a n e d  f r o a  p a s t  c e n t u r i e s  s h o w  c l e a r l y  e n o u g h  t h a t  i n  

e v e r y  a g e  a n d  i n  a l l  c o u n t r i e s  c h o n c e  h a s  b e e n  t h e  k e y  t o  s o l v i n g  p r o b . V e a s  t h a t  w e r e

o t h e r w i s e  i n s o l u b l e ;  h a s  b e e n  a  s o u r c e  o f  r e c r e a t i o n ;  a n d  b e c a a e  a n  I n t e g r a l  p a r t  o f

t h e  c u s t o s o  a n d  u s a g e s  o f  p e o p l e s .

J o h a n  H u i z i n g a ,  t h e  D u t c h  p h i l o s o p h e r - h i s t o r i a n ,  w r i t e s  i s  h i s  b o o k  H o b o  L u d e n s  
( r o u g h l y  t r a n s l a t e d  b y  " M a n  t h e  G a B e s t e r " )  t h a t  " . . .  w h e n  we  l o o k  d e e p l y  i n t o  t h e  

n a t u r e  o f  o u r  a c t i o n s ,  t h e  n o t i o n  B a y  s u r f a c e  i n  u s  t h a t  a l l  t h e  a c t i v i t i e s  o f  a a n  a r e  
n o t h i n g  b u t  a  g a m e . "

F o r  h u a a n  b e i n g s  l o t t e r i e s  h a v e  a l w a y s  b e e n  —  a n d  a l w a y s  w i l l  b e  —  a  g a a e  t h a t  i s
a t t r o c t i v e ,  f a s c i n a t i n g ,  a n d  a v a i l a b l e  t o  a l l .

PO. Box 22204 • Jur.eou. ftlosko 99802 • (90?) 463-5044
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I N F O R MA T I O N  B R I E F  N O . 3

ALASKA L OT T E R Y REVENUE P R O J E C T I O N S

T h e  m o s t  o f t e n  a s k e d  q u e s t i o n  r e g a r d i n g  a n  A l a s k a n  l o t t e r y  c o n c e r n s  t h e  p r o b a b l e  i n c o m e  
t o  t h e  S t a t e  t r e a s u r y .  T h e  s i m p l e  a n s w e r ,  a s  s t a t e d  i n  I n f o r m a t i o n  B r i e f  N o .  1 a n d  

d e t a i l e d  b e l o w ,  i s  i n  t h e  r a n g e  o f  $ 2 0 , 0 0 0 , 0 0 0  p e r  y e a r .

A l t h o u g h  e v e r y  s t a t e  h a s  d i f f e r e n c e s ,  a  w e l l - p r e c e d e n t e d  a n d  a c c u r a t e  w a y  f o r  a  

n o n - l o t t e r y  s t a t e  t o  p r o j e c t  t h e  r e v e n u e  p o t e n t i a l  o f  a  l o t t e r y  i s  t o  u s e  a v e r a g e s .  A s  
w i t h  a n y  b u s i n e s s ,  i f  a  s t a t e  l o t t e r y  i a  m i s m a n a g e d ,  i t  m a y  f a l l  s h o r t  o f  t h e  a v e r a g e  

a n d ,  c o n v e r s e l y ,  i f  a  s t a t e  l o t t e r y  l e a r n s  f r o m  t h e  m a n a g e m e n t  e x p e r i e n c e  o f  

e s t a b l i s h e d  s t a t e  l o t t e r i e s  a n d  u s e s  s t r e a m l i n e d ,  e f f i c i e n t  a  J e f f e c t i v e  m a n a g e m e n t ,  
i t  w i l l  o b t a i n  r e v e n u e s  a b o v e  t h e  a v e r a g e .  N o n e t h e l e s s ,  u s i n g  a v e r a g e s  h a s  p r o v e n  a n  

a c c u r a t e ,  a l b e i t  s l i g h t l y  c o n s e r v a t i v e  m e t h o d  o f  p r e d i c t i n g  r e v e n u e s  f o r  n e w  l o t t e r y  
s t a t e s .

T h e  a v e r a g e  p e r  c a p i t a  l o t t e r y  e x p e n d i t u r e  d u r i n g  F Y 8 5  w a s  $ 9 8 . 0 2 .  T h i s  i s  t h e  h i g h e s t  

p e r  c a p i t a  e x p e n d i t u r e  f o r  t h e  2 3  y e a r  h i s t o r y  o f  l o t t e r i e s  i n  t h e  U . S .  a n d  c o n t i n u e s  

t h e  a n n u a l  i n c r e a s e  f o r  t h i s  m e a s u r e .  T h e  m e a s u r e  o f  p e r  c a p i t a  e x p e n d i t u r e s  d o e s  n o t  

a s s u m e  t h a t  e v e r y o n e  m a k e s  l o t t e r y  p u r c h a s e s ,  i t ’ s  a  s t a t i s t i c a l  m e a s u r e  w h i c h  e n a b l e s  
c o m p a r i s o n s  a n d  p r o j e c t i o n s  t o  b e  m a d e .

F o r  c o n v e n i e n c e ,  t h e  r a t e  o f  $ 1 0 0  a n n u a l  p e r  c a p i t a  e x p e n d i t u r e  w i l l  b e  u s e d  f o r  t h e
f o l l o w i n g  p r o j e c t i o n s .  T h i s  i s  a  c o n s e r v a t i v e  m e a s u r e  w h e n  we  c o n s i d e r  t h a t  p e r  c a p i t a

a v e r a g e  e x p e n d i t u r e s  h a v e  r e c e r t l y  b e e n  i n c r e a s i n g  a t  a  r a t e  o f  m o r e  t h a n  $ 1 0  p e r  y e a r ,  

a n d  s i n c e  a n  A l a s k a n  l o t t e r y  w i l l  m o s t  l i k e l y  b e  s t a r t e d  a f t e r  J u l y ,  1 9 8 8 ,  t h r e e  y e a r s
l a t e r  t h a n  w h e n  t h i s  1 9 8 5  m e a s u r e  w a s  t a k e n .

To  e s t i m a t e  a n  A l a s k a  g r o s s  l o t t e r y  s a l e s  f o r  1 9 8 7 ,  we  n e e d  t o  m e r e l y  m u l t i p l y  t h i s  p e r

c a p i t a  e x p e n d i t u r e  b y  o u r  p o p u l a t i o n ,  w h i c h  i s  e s t i m a t e d  b y  t h e  AK D e p t ,  o f  L a b o r  t o  b e
5 4 4 , 0 0 0 :

$ 1 0 0  ( p e r  c a p i t a  e x p e n d . )  x 5 4 4 , 0 0 0  ( AK p o p . )  = $ 5 4 , 4 0 0 , 0 0 0  ( g r o s s  r e v . ) .

G e n e r a l l y ,  a n d  a g a i n  a s  a n  a v e r a g e ,  3 5 % t o  4 0 % o f  t h e  g r o s s  l o t t e r y  r e v e n u e s  a r e

r e t u r n e d  t o  t h e  s t a t e  t r e a s u r y .  T h u s ,  t o  d e t e r m i n e  a  r a n g e  f o r  n e t  l o t t e r y  r e v e n u e s  

f o r  A l a s k a  f o r  1 9 8 7 ,  we n e e d  m e r e l y  t o  m u l t i p l y  t h e s e  p e r c e n t a g e s  t i m e s  t h e  g r o s s  
l o t t e r y  s a l e s :

3 5 % x $ 5 4 , 4 0 0 , 0 0 0  = $ 1 9 , 0 4 0 , 0 0 0 ,  a n d  4 0 % x $ 5 4 , 4 0 0 , 0 0 0  = $ 2 1 , 7 6 0 , 0 0 0 .

T h i s  r a n g e ,  $ 1 9 , 0 4 0 , 0 0 0  t o  $ 2 1 , 7 6 0 , 0 0 0 ,  t h e n  g i v e s  u s  a  p o i n t - i n - t i m e  p r o j e c t i o n  b a s e d  
o n  w h a t  i s  a c t u a l l y  b e i n g  e x p e r i e n c e d  i n  t h e  l o t t e r y  m a r k e t  i n  m i d - 1 9 8 0 ’ s  d o l l a r s ,  a n d  
b a s e d  o n  o u r  c u r r e n t  p o p u l a t i o n .

H o w e v e r ,  we  m u s t  k e e p  i n  m i n d  t h a t  m o s t  o f  t h e  s t a t e s  f r o m  w h i c h  t h e  a v e r a g e  p e r  c a p i t a  

e x p e n d i t u r e s  f i g u r e s  c o m e  a r e  ’ m a t u r e  l o t t e r y  s t a t e s . "  T h e r e f o r e ,  t h i s  $ 2 0 , 0 0 0 , 0 0 0  n e t  
r e v e n u e  r a n g e  s h o u l d  b e  t h o u g h t  o f  a s  w h a t  A l a s k a  c o u l d  e x p e c t  t o d a y  i f  i t  h a d  a  
l o t t e r y  c o n s i d e r e d  " m a t u r e . "

T h e  d e g r e e  o f  m a t u r i t y  a  s t a t e - r u n  l o t t e r y  i s  c o n s i d e r e d  t o  h a v e  r e a c h e d  i s  b a s e d  u p o n  
a  c o m b i n a t i o n  o f  i t s  a g e  a n d  i t s  p r o d u c t  l i n e  o r  g a m e  m i x .  An  i n s t a n t  l o t t e r y  h a s  

t y p i c a l l y  b e e n  t h e  f i r s t  l o t t e r y  p r o d u c t  m a d e  a v a i l a b l e  t o  t h e  p u b l i c .  A f t e r  a  p e r i o d  

o f  t i m e  d e e m e d  a p p r o p r i a t e  b y  t h e  l o t t e r y  a g e n c y  m a n a g e m e n t  ( s i x  m o n t h s  t o  a  y e a r ) ,  a n  
o n - l i n e  s y s t e m  i s  u s u a l l y  s t a r t e d .  T h e  o n - l i n e  s y s t e m  p r o v i d e s  f o r  s a l e s  o f  l o t t e r y



t i c k e t s  f o r  a  p e r i o  . *. ( w e e k l y  -  m o n t h l y )  l o t t o  g a m e s  a n d  g e n e r a l l y  t w o  s i m p l e  n u m b e r s
g e m e s .  F o r  t h e  p a s t  1 2  y e a r s  t h i s  h a s  b e e n  t h e  n o r m a l  p a t t e r n  f o r  l o t t e r y  s t a t e s

u n l e s s  l e g i s l a t i o n  s t i p u l a t e d  p a r t i c u l a r  l o t t e r y  g a m e s ;  i . e . ,  C o l o r a d o  l a w  r e s t r i c t s  

s t a t e  l o t t e r y  s a l e s  t o  i n s t a n t  g a m e s .

S a l e s  r e c o r d s  f r o m  o p e r a t i o n a l  s t a t e  l o t t e r i e s ,  s t a r t e d  w i t h i n  t h e  l a s t  f i v e  y e a r s ,

d e m o n s t r a t e  s i m i l a r  s a l e s  c u r v e  p r o f i l e s .  T o t a l  s a l e s  v a r y  c o n s i d e r a b l y ,  d e p e n d i n g  o n  
t h e  s i z e  o f  t h e  s t a t e ,  h o w e v e r ,  t h e i r  s a l e s  p r o f i l e s  h a v e  a l l  b e e n  s i m i l a r .

I n s t a n t  g a m e  s a l e s  b e g i n  v e r y  s t r o n g  w i t h  f i r s t  y e a r  s a l e s  b e i n g  h i g h e s t .  S a l e s  t h e n  

d e c l i n e  c o n s i d e r a b l y  b e f o r e  b e g i n n i n g  a  s l o w ,  s t e a d y  y e a r l y  i n c r e a s e .  T h e  s l o p e  o f  t h e  
d e c l i n e  a n d  t h e  d e g r e e  t o  w h i c h  i t  f a l l s  d e p e n d s  o n  . e v e r a l  f a c t o r s :

T h e  l o t t e r y  a d m i n i s t r a t i o n  r e a c t i o n  t h r o u g h  a d j u s t m e n t s  t o  g a m e  d e s i g n
a n d  p r i z e  s t r u c t u r e ;
T h e  l o t t e r y  a g e n c y ' s  a d v e r t i s i n g  b u d g e t  a n d  s t r a t e g i e s ;

T h e  s i z e  o f  t h e  s t a t e  p o p u l a t i o n  w h i c h  w i l l  e v e n t u a l l y  c o n s t i t u t e  t h e  

l o y a l  c o n s t i t u e n c y  f o r  i n s t a n t  g a m e s .

S a l e s  f o r  o n - l i n e  g a m e s  b e g i n  r e l a t i v e l y  s l o w  i n  w e s t e r n  s t a t e s .  S a l e s  g e n e r a l l y  

e x h i b i t  s t r o n g  s t e a d y  g r o w t h  a s  m o r e  a n d  m o r e  p e o p l e  b e c o m e  f a m i l i a r  w i t h  t h e  g a m e s  a n d  

m o r e  e d u c a t e d  w i t h  l o t t e r i e s  i n  g e n e r a l .  O n - l i n e  g a m e  s a l e s  f o r  a l l  s t a t e s  h a v e
i m p r o v e d  e a c h  y e a r  o f  o p e r a t i o n  a n d  s a l e s  p r o f i l e s  s h o w  a  c o n t i n u o u s  i n c r e a s i n g  c u r v e .

T h e  s l u m p  i n  t o t a l  s a l e s  f o r  n e w  l o t t e r i e s  a f t e r  t h e  e n d  o f  t h e i r  f i r s t  y e a r  h a s  o f t e n  
b e e n  r e p o r t e d  b y  t h e  m e d i a .  D o u b t e r s  o f  l o t t e r i e s  h a v e  u s e d  t h i s  " n e w s '  t o  

s u b s t a n t i a t e  t h e i r  c l a i m s  t h a t  l o t t e r i e s  a r e  n o t  g o o d  r e v e n u e  s o u r c e s  a n d  t h e i r  
p r o p o n e n t s  h a v e  m a d e  f a l s e  p r o m i s e s  a b o u t  p o s s i b l e  r e v e n u e s  t o  t h e  s t a t e .  O n e  o n l y  

n e e d s  t o  s t u d y  t h e  h i s t o r y  o f  n e w  l o t t e r i e s  t o  c o n c l u d e  t h a t  t h i s  s a l e s  f l u c t u a t i o n  i s  
n o r m a l  a n d  i s  f o l l o w e d  b y  p r e d i c t a b l e  s a l e s  i n c r e a s e s .  T h e  s e v e r i t y  o f  t h e  d o w n - t u r n  

i n  s a l e s  i s  a  f u n c t i o n  o f  a d m i n i s t r a t i v e  d e c i s i o n s  a n d  l e g i s l a t i v e  c o n s t r a i n t s ,  a s  i s  
t h e  d e g r e e  o f  s a l e s  i n c r e a s e s  t o  f o l l o w .

G r a p h  N o .  1 i l l u s t r a t e s  h o w  t h e s e  f a c t o r s ,  i n s t a n t  g a m e  s a l e s  c u r v e  a n d  o n - l i n e  g a m e s  
s a l e s  c u r v e ,  c o m b i n e  t o  g e n e r a t e  a  r e s u l t i n g  t o t a l  s a l e s  c u r v e  f o r  t h e  f i r s t  f i v e  y e a r s  

o f  a  t y p i c a l  l o t t e r y .

GRAPH NO. 1

T h e  a d d i t i o n a l  e l e m e n t s  o f  p r o d u c t  m i x  a n d  t i m e  c a n  b e  f a c t o r e d  w i t h  p e r  c a p i t a  s a l e s  

a v e r a g e s  a n d  p o p u l a t i o n  e s t i m a t e s  t o  b e g i n  t o  r e f i n e  n e t  r e v e n u e  p r o j e c t i o n s  o v e r  a  
s p a n  o f  t i m e  f o r  a  s t a t e .

G r a p h  N o .  2  g i v e s  t h e  r a n g e  o f  n e t  r e v e n u e  we  c o u l d  e x p e c t  f r o m  a n  A l a s k a n  L o t t e r y  f o r  
t h e  f i r s t  f i v e  y e a r s .  U n t i l  a  l o t t e r y  i s  i n  o p e r a t i o n ,  t h e  e x a c t  n e t  i n c o m e  i s  
i m p o s s i b l e  t o  p r e d i c t .  J u s t  a s  w i t h  a n y  c o n v e n i e n c e  p u r c h a s e ,  f a c t o r s  s u c h  a s  c o n s u m e r  
a w a r e n e s s ,  a c c e s s ,  a n d  p r o d u c t  d e s i r a b i l i t y  p l a y  c r i t i c a l  r o l e s  i n  h o w  s u c c e s s f u l  s a l e s



a r e .  S a l e s  a r e  a l s o  a f f e c t e d  b y  p o p u l a t i o n  d e m o g r a p h i c s  a n d  c o n c e n t r a t i o n / d i s p e r s i o n  
p a t t e r n s .  ( A s  w i l l  t i  d i s c u s s e d  i n  a  l a t e r  B r i e f ,  A l a s k a ’ s  p o p u l a t i o n  i s  m o s t l y  u r b a n  
0 0 *  l i v e  i n  c o m m u n i t i e s  o f  o v e r  5 , 0 0 0 ;  8 5 *  l i v e  i n  c o m m u n i t i e s  o f  o v e r  2 , 0 0 0 ;  i n  s a l e s  
t e r m s ,  8 0 *  l i v e  i n  t h r e e  m a j o r  m a r k e t i n g  a r e a s . )

G r a p h  2  s h o w s  a  l i k e l y  n e t  r e v e n u e  r a n g e  f o r  t h e  f i r s t  f i v e  y e a r s  o f  a n  A l a s k a n  

l o t t e r y ,  o p e r a t i n g  s i m i l a r  t o  o t h e r  w e s t e r n  s t a t e s .

GRAPH NO. 2

ALASKA LOTIERV NET INC0NE PROJECTION 
1986 - 1992

Net Incote at 5S» Net Incote at tot kS\«1

T h i s  i l l u s t r a t i o n  a s s u m e s :

1 .  A l a s k a  w o u l d  s t a r t  a  l o t t e r y  i n  1 9 8 8  w i t h  a n  i n s t a n t  g a m e  a n d  i m p l e m e n t  o n - l i n e
g a m e s  o n e  y e a r  l a t e r .

2 .  F i r s t  y e a r  p e r  c a p i t a  e x p e n d i t u r e  f o r  i n s t a n t  g a m e  s a l e s  i s  > 7 5  b a s e d  o n  t h e
a v e r a g e  i n s t a n t  g a m e  s a l e s  o f  t h e  l a s t  f o u r  s t a t e s  t o  s t a r t  l o t t e r i e s .  T o t a l
l o t t e r y  p e r  c a p i t a  e x p e n d i t u r e s  d e c l i n e  t h e  s e c o n d  y e a r ,  3 s  i l l u s t r a t e d  i n  G r a p h
N o .  1 ,  a n d  t h e n  i n c r e a s e  t o  > 1 0 0  p e r  y e a r ,  t h e  1 9 8 5  r a t e .

P e r  C a p i t a  L o t t e r y  E x p e n d i t u r e s  ( P C E )
1 9 8 8 > 7 5 i n s t a n t g a m e o n l y
1 9 8 9 > 7 0 i n s t a n t a n d o n - l i n e g a m e s
1 9 9 0 > 8 0 i n s t a n t a n d o n - 1 i n e g a m e s
1 9 9 1 > 9 0 i n s t a n t a n d o n - l i n e g a m e s
1 9 9 2 > 1 0 0 i n s t a n t a n d o n - l i n e g a m e s

3 .  A l a s k a  D e p a r t m e n t  o f  L a b o r  m i d d l e  s e r i e s  p o p u l a t i o n  p r o j e c t i o n s  f o r  1 9 8 5 - 1 9 9 1 ,  
r o u n d e d  t o  n e a r e s t  1 0 , 0 0 0  a r e  c o r r e c t .  A l a s k a ’ s  p o p u l a t i o n  i n  1 9 9 2  i s  a  1 0 , 0 0 0  

p e r s o n  i n c r e a s e  f r o m  1 9 9 1  a s  t h e  A l a s k a  D e p a r t m e n t  o f  L a b o r  p r o j e c t i o n s  f o r  t h e  
p r e v i o u s  f o u r  y e a r s  s r g g e s t  i s  r e a s o n a b l e .

A l a s k a  P o p u l a t i o P r o j e c t .  >ns
1 9 8 8 5 5 0 , 0 0 0 AK D e p t ,  o f L a b o r , m i d s e r i e s
1 9 8 9 5 6 0 , 0 0 0 AK D e p t ,  o f L a b o r , m i d s e r i e s
1 9 9 0 5 7 0 , 0 0 0 AK D e p t ,  o f L a b o r , m i d s e r i e s
1 9 9 1 5 9 0 , 0 0 0 AK D e p t ,  o f L a b o r , m i d s e r i e s
1 9 9 2 6 0 0 , 0 0 0 AK L o t t e r y C o a l i t i o n  e s t i m a t e

T h e s e  a s s u m e d  p e r  c a p i t a  e x p e n d i t u r e s  a n d  p r o j e c t e d  p o p u l a t i o n s  r e s u l t  i n  t h e  f o l l o w i n g  
g r o s s  l o t t e r y  s a l e s  f o r  e a c h  y e a r .  C o m p u t i n g  a  l o w - e n d  n e t  r e v e n u e  ( 3 5 *  o f  g r o s s  

s a l e s ) ,  a n d  a  h i g h - e n d  n e t  r e v e n u e  ( 4 0 %  o f  g r o s s  s a l e s ) ,  g i v e s  a  r a n g e  o f  r e v e n u e s  t h a t  
c o u l d  b e  e x p e c t e d  f r o m  t h e  f i r s t  f i v e  y e a r s  o f  a n  A l a s k a n  l o t t e r y .



Yr PCE P o p G r o s s  $ N e t  §  3 5 * N e t  §  4 0 *

1 9 8 8 ; $ 7 5 X 5 5 0 , 0 0 0 = $ 4 1 , 2 5 0 , 0 0 0 $ 1 4 , 4 3 7 , 5 0 0 $ 1 6 , 5 0 0 , 0 0 0

1 9 8 9 ; $ 7 0 X 5 6 0 , 0 0 0 = $ 3 9 , 2 0 0 , 0 0 0 $ 1 3 , 7 2 0 , 0 0 0 $ 1 5 , 6 8 0 , 0 0 0
1 9 9 0 ; $ 8 0 X 5 7 0 , 0 0 0 = $ 4 5 , 6 0 0 , 0 0 0 $ 1 5 , 9 6 0 , 0 0 0 $ 1 3 , 2 4 0 , 0 0 0
1 9 9 1 ; $ 9 0 X 5 9 0 , 0 0 0 = $ 5 3 , 1 0 0 , 0 0 0 $ 1 8 , 5 8 5 , 0 0 0 $ 2 1 , 2 4 0 , 0 0 0
1 9 9 2 ; $ 1 0 0 X 6 0 0 , 0 0 0 = $ 6 0 , 0 0 0 , 0 0 0 $ 2 1 , 0 0 0 , 0 0 0 $ 2 4 , 0 0 0 , 0 0 0

T h r e e  a d d i t i o n a l  f a c t o r s  s h o u l d  b e  k e p t  i n  m i n d  w h e n  c o n c l u d i n g  h o w  v a l i d  t h e  a b o v e  
p r o j e c t i o n s  w i l l  p r o v e  t o  b e .

1 .  T h e  a b o v e  c o m p u t a t i o n s  e x c l u d e  p r o b a b l e  l o t t e r y  p u r c h a s e s  b y  o u r  a d d i t i o n a l  s u m m e r  

w o r k f o r c e ,  a n d  o u r  a n n u a l  t o u r i s t  v o l u m e  o f  a b o u t  7 7 5 , 0 0 0  p e r s o n s ,  f o r  w h i c h  
s p e c i f i c  l o t t e r y  g a m e s  c o u l d  b e  t a r g e t e d .

2 .  T h e  r e l a t i v e l y  n e w  d e v e l o p m e n t  i n  t h e  l o t t e r y  f i e l d  o f  s m a l l e r  s t a t e s  c o n d u c t i n g  

m u l t i - s t a t e  l o t t e r y  g a m e s  i n  a d d i t i o n  t o  t h e i r  i n - s t a t e  g a m e s  w h i c h  a d d s  t o  t h e  

l i k e l i h o o d  t h a t  A l a s k a  w i l l  m a t c h  n a t i o n a l  p e r  c a p i t a  s a l e s  a v e r a g e s .

3 .  A d e m o g r a p h i c  a n a l y s i s  o f  t h e  p o p u l a t i o n  o f  A l a s k a  i l l u s t r a t e s  t h a t  w h e n  c o m p a r e d  
t o  o t h e r  l o t t e r y  s t a t e s  o n  t h o s e  f a c t o r s  w h i c h  i n d i c a t e  l o t t e r y  s u c c e s s  ( a b o v e  

a v e r a g e  i n c o m e ,  a b o v e  a v e r a g e  e d u c a t i o n ,  p e r c e n t  i n  a g e  g r o u p s  w h i c h  b u y  l o t t e r y  
p r o d u c t s  m o s t ,  a n d  m a l e  t o  f e m a l e  r a t i o )  o u r  p e r  c a p i t a  l o t t e r y  s a l e s  w o u l d  b e  
h i g h e r  t h a n  a v e r a g e .

A l l  t h r e e  o f  t h e s e  f a c t o r s  s u g g e s t  t h a t  t h e  a b o v e  p r o j e c t i o n s  a r e  l i k e l y  t o  b e  
c o n s e r v a t i v e .  A n e t  i n c o m e  r a n g e  o f  * 2 0 , 0 0 0 , 0 0 0  a n n u a l l y ,  o n c e  a n  A l a s k a n  l o t t e r y  i s  

f u l l y  d e v e l o p e d ,  i s  a  r e a s o n a b l e  p r o j e c t i o n  f o r  a  s t a t e  o p e r a t e d  A l a s k a n  l o t t e r y .

PO . S o x  2 2 2 0 4  • J u n e a u .  A la s k a  9 0 8 0 2  • (9 0 7 )  4 6 5 -5 0 4 4
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I N F O R M A T I O N  B R I E F  NO. 4: S O C I A L  I M P A C T S  O F  L O T T E R I E S

WHAT A F F E C T  DO S T A T E - O P E R A T E D  L O T T E R I E S  HAVE ON THE ‘ P O O R ? *

WHAT A F F E C T  DO S T A T E - O P E R A T E D  L O T T E R I E S  HAVE ON THE ‘ L E S S  E D U C A T E D ? ’

HOW DO L O T T E R I E S  A F F E C T  THE I N C I D E N C E  OF C O M P U L S I V E  G A N B L I N 6 ?

DOES W I N N I N G  D I S R U P T  THE L I V E S  OF WI NNE RS  OF LARGE CASH P R I Z E S ?

T h e s e  q u e s t i o n s ,  e v e n  w h e n  n o t  v e r b a l i z e d ,  o f t e n  c o m e  t o  m i n d  w h e n  d i s c u s s i o n s  a b o u t  
s t a t e - o p e r a t e d  l o t t e r i e s  o c c u r .  I n  r e c e n t  y e a r s ,  a s  m o r e  p e o p l e  h a v e  e x p e r i e n c e d  s t a t e  

l o t t e r i e s ,  c o n c e r n s  r e l a t e d  t o  t h e  a b o v e  q u e s t i o n s  a p p e a r  t o  b e  d e c l i n i n g .  S t a t i s t i c s  
c o m p i l e d  f r o m  e x t e n s i v e  d a t a  c o l l e c t e d  b y  s t a t e s  w i t h  l o t t e r i e s  p r o v i d e  u s  w i t h  
c o n v i n c i n g  a n d  c o m f o r t i n g  a n s w e r s .

THE ’ P O O R ’ AND ' L E S S  EDUCATED*  DO BUY L OT TE RY P R O D U C T S ,  BUT TO A L E S S E R  DEGREE THAN 

T H E I R  P E R C E N T A G E  OF THE P O P U L A T I O N .

S O C I O L O G I S T S  CONCLUDE THAT C O M P U L S I V E  P E R S O N A L I T I E S  WHO RELY ON GAMBLI NG FOR 

S T I M U L A T I O N  ARE NOT I N T E R E S T E D  I N  L O T T E R I E S .

LARGE CASH P R I Z E S  DO CHANGE THE L I V E S  OF SOME W I N N E R S ,  T H E S E  CHANGES ARE C O N S I D E R E D  
P O S I T I V E  F I R  THE VAST M A J O R I T Y .

G o v e r n m e n t  e n t i t i e s  a d m i n i s t r a t i n g  l o t t e r i e s  c o l l e c t  d e m o g r a p h i c  d a t a  f r o m  t h e i r  p r i z e  

w i n n e r s .  W i n n e r s  a r e  s e l e c t e d  c o m p l e t e l y  a  r a n o : < m  f r o m  a l l  w h o  p u r c h a s e  l o t t e r y  
c h a n c e s .  T h e r e f o r e ,  t h e  d a t a  c o l l e c t e d  i s  a  n e a r  p e r f e c t  c r o s s - s e c t i o n  o f  t h o s e  w h o  
p l a y .  T h i s  d a t a  i s  c o l l e c t e d  f o r  t w o  r e a s o n s ;  t o  p r o v i d e  t h e  g o v e r n i n g  b o d y  w i t h  
i n f o r m a t i o n  t o  a s s u r e  t h a t  t h i s  r e v e n u e  p r o d u c i n g  a r m  o f  t h e  s t a t e  d o e s  n o t  p r e y  o n  a n y  

s e g m e n t  o f  t h e  p o p u l a t i o n ;  a n d  t o  p r o v i d e  t h e  m a r k e t i n g  d i v i s i o n  o f  t h e  l o t t e r y  w i t h  
i n f o r m a t i o n  t o  b e s t  u t i l i z e  a d v e r t i s i n g  b u d g e t s .

R e s e a r c h  h a s  b e e n  c o n d u c t e d  i n  e v e r y  s t a t e  w i t h  a  l o t t e r y  o p e r a t i n g  f o r  o v e r  o n e  y e a r  

r e g a r d i n g  q u e s t i o n s  o n e  a n d  t w o ,  a n d  t h e  c o n c l u s i o n  h a s  a l w a y s  b e e n  t h e  s a m e ;  t h e  p o o r  
a n d  l e s s  e d u c a t e d  p l a y  t h e  l o t t e r y  t o  a  l e s s e r  d e g r e e  t h a n  t h e i r  p r o p o r t i o n  o f  t h e  
p o p u l a t i o n .  S o m e  e x a m p l e s :

C o l o r a d o : “ D u r i n g  e a c h  y e a r ,  s e v e r a l  s t a t e  l o t t e r i e s  d o  r e s e a r c h  o n  t h e  p r o f i l e  o f
t h e i r  p l a y e r s  t h r o u g h  a n a l y s i s  o f  w i n n e r s ’ a g e ,  i n c o m e ,  o c c u p a t i o n ,  s e x ,  r e s i d e n c e ,  a n d  

l i f e s t y l e .  E v e r y  s t u d y  c o n d u c t e d  i n  t h e  l e g a l  l o t t e r y  b u s i n e s s  i n  N o r t h  A m e r i c a  h a s  
s h o w n  t h a t  t h e  b u l k  o f  t h e  l o t t e r y  t i c k e t s  a r e  p u r c h a s e d  b y  m i d d l e  i n c o m e  c o n s u m e r s .  

T y p i c a l l y ,  m o s t  t i c k e t s  a r e  b o u g h t  b y  p e r s o n s  b e t w e e n  t h e  a g e s  o f  3 5  a n d  5 4  a l t h o u g h  
t h e  p l a y  o f  l o t t e r i e s  r a n g e s  i n  a g e  f r o m  1 8  t o  o v e r  6 5 .  I n  a d d i t i o n ,  a l t h o u g h  t h e  
r a n g e  o f  p l a y e r s  r u n s  f r o m  l o w  i n c o m e  t o  h i g h  i n c o m e ,  t h e  m a j o r i t y  o f  t h e  t i c k e t s  a r e  

p u r c h a s e d  b y  p e r s o n s  w h o s e  h o u s e h o l d  i n c o m e s  a r e  b e t w e e n  $ 1 2 , 0 0 0  a n d  $ 3 6 , 0 0 0  ( i n  1 9 8 3  

d o l l a r s ) .  R e s e a r c h  i n  C o l o r a d o  i n d i c a t e s  t h a t  t h e  a v e r a g e  e d u c a t i o n  a n d  i n c o m e  o f  t h e  
p l a y e r s  a r e  h i g h e r  t h a n  t h e  n a t i o n a l  a v e r a g e .  E v e n  l o w  i n c o m e  p l u y e r s  p l a y  t h e  l o t t e r y  
f r o m  t h e i r  d i s c r e t i o n a r y  i n c o m e ,  t h a t  i s  t o  s a y ,  e v e n  l o w  i n c o m e  p e r s o n s  p u r c h a s e  

l o t t e r y  t i c k e t s  o n  a  c o m p e t i t i v e  b a s i s  w i t h  t h e i r  p u r c h a s e  o f  c a n d y ,  m o v i e s  a n d  
s o f t d r i n k s .  An  a v e r a g e  o f  9 0  c e n t s  a  w e e k  p l a y e d  o n  t h e  l o t t e r y ,  w h i l e  b e i n g  a  h i g h e r  
p e r c e n t a g e  o f  t h e  d i s c r e t i o n a r y  i n c o m e  o f  l o w  i n c o m e  p e r s o n  t h a n  i t  i s  i n  a  m i d d l e  
i n c o m e  p e r s o n ,  i s  s t i l l  a  m i n o r  d e c i s i o n .  . . "  ( “ C o l o r a d o  L o t t e r y  F a c t s ' ,  R e p o r t  t o  
t h e  C o l o r a d o  L e g i s l a t u r e .  O c t . ,  1 9 8 3 )



A r i z o n a : An i n d e p e n d e n t  s t u d y  c o n c l u d e d  t h a t  “ t h e  p o o r  a r e  d r a m a t i c a l l y  u n d e r ­
r e p r e s e n t e d  among l o t t e r y  p l a y e r s . "  ( Ti me .  May 2 8 ,  1 9 8 4 ,  p . 42)

I l l i n o i s : P e o p l e  w i t h  i n c o m e s  b e l o w  * 1 1 , 0 0 0  o n l y  p a r t i c i p a t e d  i n  l o t t e r i e s  a b o u t

7 5 - 7 8 *  o f  t h e i r  p e r c e n t a g e  o f  t h e  p o p u l a t i o n .  ( P u b l i c  G a m i n g M a g a z i n e . J a n .  1 9 8 2 )

M a i n e : S t u d i e s  ' c o n c l u s i v e l y  d e m o n s t r a t e  t h a t  i t  i s  t h e  m i d d l e  i n c o m e  s e g m e n t  o f  t h e

p o p u l a t i o n  t h a t  i s  t h e  p r i m a r y  m a r k e t  f o r  l o t t e r i e s  . . . t h e  p o o r  a r e  e x t r e m e l y  u n d e r ­

r e p r e s e n t e d  a m o n g  l o t t e r y  p l a y e r s . "  ( " A n a l y s i s  o f  S a l e s  D a t a  o f  L o t t e r i e s " ,  J u l y ,  
1 9 8 3 ,  c o m p i l e d  b y  S c i e n t i f i c  G a m e s ,  I n c . ,  c i t e d  b y  P u b l i c  G a m i n g  M a g a z i n e .  D e c . ,  1 9 8 3 )

W a s h i n g t o n : An a n a l y s i s  o f  a l l  p l a y e r s  i n  t h e  l o t t e r y  d u r i n g  t h e  1 9 8 3  r e p o r t i n g  p e r i o d
i n d i c a t e d  t h e  g r o u p  w h i c h  p l a y e d  t h e  l o t t e r y  t h e  l e a s t  w a s  t h e  u n d e r  * 1 0 , 0 0 0  i n c o m e  
r a n g e .  ( W a s h i n g t o n  S t a t e  L o t t e r y  1 9 8 3  A n n u a l  R e p o r t )

L o u i s i a n a : T h e  L o u i s i a n a  l e g i s l a t u r e ,  a f t e r  c o n d u c t i n g  a n  e x t e n s i v e  i n v e s t i g a t i o n  o n
t h i s  i s s u e  a n d  a n  a n a l y s i s  o f  t h e  n u m e r o u s  a v a i l a b l e  s t u d i e s ,  c o n c l u d e d :  " T h e  
o v e r w h e l m i n g  m a j o r i t y  o f  s i u d i e s  c o n d u c t e d  i n  t h i s  c o u n t r y  i l l u s t r a t e  t h a t  t h e  p o o r  

p a t r o n i z e  t h e  l o t t e r y  i n  n u m b e r s  p r o p o r t i o n a t e l y  l e s s  t h a n  t h e i r  n u m e r i c a l  p r e s e n c e  i n  

a n y  c o m m u n i t y . "  ( F i n a l  J o i n t  L o t t e r y  S u b c o m m i t t e e  R e p o r t . L o u i s i a n a  L e g i s l a t u r e ,  

A p r i l ,  1 9 8 3 )

I l l i n o i s . M i c h i g a n . Ne w J e r s e y . New Y o r k . P e n n s y l v a n i a : -  a n a l y s i s  o f  t h e  h o u s e h o l d
i n c o m e  p r o f i l e s  o f  o v e r  6 . 5  m i l l i o n  w i n n e r s  e s t a b l i s h e d  t h a t  " t h e  p o o r  p a r t i c i p a t e  i n  

t h e  s t a t e  l o t t e r "  g a m e s  a t  l e v e l s  d i s p r o p o r t i o n a t e l y  l e s s  t h a n  t h e i r  p e r c e n t a g e  o f  t h e  
p o p u l a t i o n , "  ( " T h e  M y t h  o f  t h e  P o o r  B u y i n g  L o t t e r y  T i c k e t s " ,  P u b l i c  G a m i n g  M a g a z i n e . 

J a n . ,  1 9 8 2 )

M i n n e s o t a : S i m i l a r  c o n c l u s i o n s  h a v e  b e e n  a d m i t t e d  b y  l o t t e r y  c r i t i c s .  T h e  B e r e a n
L e a g u e  o f  M i n n e s o t a  s t a t e d  i n  a  p a p e r  s u b m i t t e d  t o  t h e  M i n n e s o t a  l e g i s l a t u r e ,  i n  

o p p o s i t i o n  t o  p e n d i n g  l o t t e r y  l e g i s l a t i o n ,  t h a t ,  " P o o r  p e o p l e  d o  n o t  p l a y  t h e  l o t t e r y  
o u t  o f  p r o p o r t i o n  t o  t h e i r  p e r c e n t a g e  o f  t h e  p o p u l a t i o n  ( t h e  e v i d e n c e  s h o w s  t h a t  t h e y  

p l a y  l e s s  t h a n  t h e i r  p e r c e n t a g e  o f  t h e  p o p u l a t i o n ) .  . . n o t h i n g  h a s  s u r f a c e d  t o  

q u e s t i o n  t h e  a c c u r a c y  o f  t h e  s t u d i e s  t h a t  t h e  p o o r  p l a y  t h e  l o t t e r y  . . . l e s s  t h a n  

o t h e r  s e g m e n t s  o f  v h e  p o p u l a t i o n . "  ( " T h e  P r o p o s e d  M i n n e s o t a  L o t t e r y " ,  R e p o r t  b y  t h e  
B e r e a n  L e a g u e  o f  M i n n e s o t a ,  1 9 8 4 )

M o s t  a n a l y s i s  a n d  c o m m e n t  f r o a  t h e  s t u d i e s  c o n d u c t e d  b y  s t a t e s  o p e r a t i n g  l o t t e r i e s  
i n c l u d e  e d u c a t i o n a l  l e v e l s  a s  w e l l  a s  h o u s e h o l d  i n c o a e  i s s u e s .  T h e s e  s t u d i e s  i n d i c a t e  

s i a i l a r  c o n c l u s i o n s  w i t h  r e g a r d  t o  e d u c a t i o n  l e v e l s  o f  t h o s e  p l a y i n g  l o t t e r i e s ;  t h e  
l e s s  e d u c a t e d  p l a y  l o t t e r i e s  p r o p o r t i o n a t e l y  l e s s  t h a n  t h e y  a r e  r e p r e s e n t e d  i n  t h e  

t o t a l  p o p u l a t i o n .

T h e  W a s h i n g t o n  S t a t e  L o t t e r y  f o u n d  t h a t  r e s i d e n t s  w i t h  1 - 3  y e a r s  o f  c o l l e g e  w e r e  o v e r ­

r e p r e s e n t e d  i n  l o t t e r y  p l a y  t o  a  d e g r e e  s i g n i f i c t m t l y  e x c e e d i n g  t h a t  o f  a n y  o t h e r  
e d u c a t i o n a l  g r o u p .  C o n v e r s e l y ,  t h o s e  w i t h  e i g h t  y e a r s  o f  e d u c a t i o n  o r  l e s s  w e r e  

s e v e r e l y  u n d e r r e p r e s e n t e d .  T h e  A r i z o n a  L o t t e r y  a l s o  s u r v e y e d  f o r  e d u c a t i o n a l  l e v e l s  o f  
i t s  p l a y e r s .  T h e  m e d i a n  e d u c a t i o n a l  l e v e l  o f  p l a y e r s  e x c e e d e d  t h a t  o f  A r i z o n a  a d u l t  
r e s i d e n t s  o v e r a l l .

T h e s e  c o n c l u s i o n s  a r e  n o  s u r p r i s e  t o  t h o s e  w h o  v i e w  l o t t e r i e s  a s  a  b u s i n e s s  o p e r a t e d  
f o r  p r o f i t .  T h e  t r e m e n d o u s  g r o w t h  i n  b o t h  l o t t e r y  p a r t i c i p a t i o n  a n d  p r o f i t  t o  t h o s e  

s t a t e s  o p e r a t i n g  t h e n  c o u l d  n e v e r  b e  g e n e r a t e d  b y  a  d e p e n d e n c y  o n  t h e  p o o r  a n d  u n d e r -  
e d u c a t e d .  T h i s  s e g a e n t  o f  o u r  p o p u l a t i o n  s i m p l y  d o e s  n o t  c o n s t i t u t e  a  l a r g e  e n o u g h  

p e r c e n t a g e  b a s e  t o  t a r g e t  a a r k e t i n g  e f f o r t s .  T h e  m a j o r i t y  o f  t h e  p o p u l a t i o n  i n  m o s t  

s t a t e s  l i v e s  i n  M i d d l e  i n c o * e  h o u s e h o l d s  a n d  h a s  a  h i g h e r  t h a n  m e d i a n  l e v e l  e d u c a t i o n .  
T h i s  i 3  t h e  n a t u r a l  a a r k e t .



r e t i r e d  c o m p a r e d  t o  3 9 % o f  t h e  w i n n e r s  6 5  a n d  o l d e r .  O v e r a l l ,  I  f o u n d  a  s t r  , u 
c o m m i t m e n t  t o  w o r k  a m o n g  t h e  w i n n e r s ,  a n d  t h i s  w a s  e s p e c i a l l y  e v i d e n t  w h e n  . l o o k e d  a t  

a  p e r s o n ’ s  o c c u p a t i o n ,  i n c o m e  a n d  j o b  t e n u r e .  T h e  h i g h e r  t h e  o c c u p a t i o n a l  l e v e l ,  t h e  

m o r e  i n t e r e s t i n g  t h e  k i n d  o f  w o r k  t h e y  w e r e  d o i n g ,  t h e  l o n g e r  t h e y  h a .  b e e n  w o r k i n g  i n  
t h e i r  j o b s ,  a r . d  t h e  m o r e  t h e y  e a r n e d  b e f o r e  w i n n i n g ,  t h e  l o w e r  t h e  n u m b e r  q u i t s  a n d  

r e t i r e s .  ’

' N e a r l y  t w i c e  a s  m a n y  w i n n e r s  w h o  w o n  u n d e r  $ 1 0 , 0 0 0  a n n u a l  i n s t a l l m e n t s  k e p t  w o r k i n g  o s  

w i n n e r s  w h o  r e c e i v e d  $ 3 0 , 0 0 0  a n n u a l l y . ,  O b v i o u s l y ,  t h e  g r e a t e r  t h e  w i n n i n g s ,  t h e  m o r e  
s e c u r i t y  p e o p l e  h a d  a n d  t h e  e a s i e r  i t  w a s  f o r  t h e m  t o  l e a v e  t h e  l a b o * ~  f o r c e . '

K a p l a n  o n  m a r r i a g e s ;  ' W h i l e  t h e r e  h a v e  b e e n  s o m e  c a s e s  o f  d i v o r c e  a n d  d i s r u p t i o n ,  

w i n n i n g  t h e  m o n e y  h a s  m a d e  m o s t  o f  t h e i r  ( w i n n e r s )  m a r r i a g e s  s t r o n g e r  t h a n  e v e r .  O n c e  

t h e  f i n a n c i a l  b u r d e n  h a s  b e e n  l i f t e d ,  a n  i m p o r t a n t  s o u r c e  o f  s t r e s s  a n d  s t r a i n  g o e s  

w i t h  i t .  P e o p l e  a r e  n o w  f r e e r  t o  e n j o y  l i f e  a n d  t o  d o  t h e  t h i n g s  t h e y  a l w a y s  w a n t e d . '

' G e n e r a l l y ,  p e o p l e  w h o  a r e  e x t r o v e r t e d ,  e a s y - g o i n g  a n d  g r e g a r i o u s  t a k e  t h e  w i n n i n g  i n  

s t r i d e  a n d  s e e m  t o  e n j o y  t h e m s e l v e s ,  w h i l e  i n t r o v e r t e d ,  s h y  a n d  s u s p i c i o u s  p e o p l e  t e n d  

t o  h a v e  t h e i r  l e v e l  o f  a n x i e t y  h e i g h t e n e d . . . *

DATA C O L L E C T E D  FROM OVER 2 3  YE AR S  OF S T A T E  L OT TE RY O P E R A T I O N S  C O N C L U D E S ;

S T A T E - O P E R A T E D  L O T T E R I E S  DO NOT PRE Y ON THE POOR OR L E S S  EDUCATED SE GMENTS  OF THE 

P O P U L A T I O N !

T HE R E  I S  NO C A U S E - A N D - E F F E C T  R E L A T I O N S H I P  BETWEEN S T A T E - O P E R A T E D  L O T T E R I E S  AND 

C O M P U L S I V E  GAMB L I NG!

WHEN LARGL P R I Z E  W I N N E R ’ S  L I V E S  ARE A F F E C T E D  BY T H E I R  W I N N I N G S ,  THE CHANGES ARE MOST 

O F T E N  FOP.  THE P O S I T I V E !
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HOW DO LOTTERIES AFFECT THE INCIDENCE OF COMPULSIVE GAMBLING?

S t u d i e s  h a v e  c o n c l u d e d  t h e  c o m p u l s i v e  g a m b l e r  t o  b e  s o m e o n e  w h o  b y  n a t u r e  s e e k s  a v e n u e s  

o t h e r  t h a n  s t a t e  l o t t e r i e s  t o  s a t i s f y  h i s  o r  h e r  n e e d  f o r  g a m b l i n g ;  s t a t e  l o t t e r i e s  d o  
n o t  p r o v i d e  w h a t  a  c o m p u l s i v e  g a m b l e r  n e e d s  f o r  g r a t i f i c a t i o n .

D r .  R o b e r t  C u s t e r ,  a c t i n g  d i r e c t o r  o f  m e n t a l  h e a l t h  f o r  t h e  V e t e r a n s  A d m i n i s t r a t i o n  i n  
W a s h i n g t o n ,  D . C .  a n d  m e d i c a l  a d v i s o r  t o  t h e  N a t i o n a l  C o u n c i l  o n  C o m p u l s i v e  G a m b l i n g ,  

i s  t h e  r e c o g n i z e d  e x p e r t  o n  t h e  i n c i d e n c e  a n d  t r e a t m e n t  o f  c o m p u l s i v e  g a m b l e r s .  C u s t e r  
c o n t e n d s  t h a t  s t a t e  l o t t e r i e s  d o  n o t  p r o v i d e  a  s u f f i c i e n t  o u t l e t  f o r  a  c o m p u l s i v e  

g a m b l e r  t o  e i t h e r  a l l e v i a t e  w i t h d r a w a l  s y m p t o m s  o r  t o  e x p e r i e n c e  a n y  s u s t a i n e d  e u p h o r i a  
g e n e r a t e d  b y  m o s t  o t h e r  t y p e s  o f  g a m b l i n g .  C u s t e r  s a i d  t h a t  o f  t h e  c o m p u l s i v e  g a m b l e r s  

h e  h a s  t r e a t e d  a t  t h e  V . A . ,  8 0 *  f a l l  i n t o  o n e  o f  f o u r  d i f f e r e n t  c a t e g o r i e s ;  a d d i c t i o n  

t o  h o r s e  r a c e  b e t t i n g ;  c a s i n o  g a m e s ;  i l l e g a l  s p o r t s  b e t t i n g ;  a n d  s t o c k  o p t i o n s  a n d  
c o m m o d i t i e s .  T h e  r e m a i n i n g  2 0 *  i s  d i v i d e d  a m o n g  a l l  o t h e r  f o r m s  o f  g a m b l i n g ,  l o t t e r i e s  
o n l y  a m o u n t i n g  t o  p e r h a p s  2 * .

Of  c o m p u l s i v e  g a m b l e r s ,  C u s t e r  s a i d  l o t t e r i e s  a r e  " n o t  t h e i r  s t y l e , '  b e c a u s e  p l a y  i s  

t o o  s l o w .  " A n y  g a m e  i n v o l v i n g  a  w a i t i n g  p e r i o d  f o r  t o e  o u t c o m e  a n d / o r  c o l l e c t i o n  o f  

w i n n i n g s ,  s u c h  a s  l o t t e r i e s ,  d o e s  n o t  s u s t a i n  a  c o m p u l s i v e  g a m b l e r ,  . . . "  Two  k e y  
e l e m e n t s  t h a t  c o m p u l s i v e  g a m b l e r s  n e e d  f o r  s a t i s f a c t i o n  a r e  s o m e  f e e l i n g  t h a t  s / h e  h a s  

a n  ' e d g e '  o r  p r i v i l e g e d  i n f o r m a t i o n  r e g a r d i n g  t h e  b e t ,  a n d  t h a t  s o m e  e l e m e n t  o f  s k i l l  

P l a y s  a  p a r t  i n  t h e  o u t c o m e .  N e i t h e r  o f  t h e s e  e x i s t  w i t h  s t a t e  l o t t e r i e s .  C u s t e r s  
c o n c l u d e s  t h a t  n o  d a t a  e x i s t s  s u p p o r t i n g  t h e  c o n t e n t i o n  t h a t  l o t t e r i e s  i n c r e a s e  
c o m p u l s i v e  g a m b l i n g .

A s t u d y  f o r  t h e  Ne w J e r s e y  L o t t e r y ,  s u p e r v i s e d  b y  D r .  P e t e r  C a r l t o n  o f  t h e  N e »  J e r s e y  
C o l l e g e  o f  M e d i c i n e  a n d  D e n t i s t r y ,  r e a c h e d  b a s i c a l l y  t h e  s a m e  c o n c l u s i o n s  a s  d i d  

C u s t e r ’ s  r e s e a r c h ;  n o  c a u s e - a n d - e f f e c t  r e l a t i o n s h i p  w a s  e s t a b l i s h e d  s h o w i n g  l o t t e r i e s  

t o  c a u s e  c o m p u l s i v e  g a m b l i n g .  C a r l t o n ’ s  r e s u l t s  s h o w  t h a t  l o t t e r i e s  s i m p l y  d o n ’ t  o f i ' t r  
e n o u g h  ‘ a c t i o n "  t o  s a t i s f y  t h e  n e e d s  o f  a  c o m p u l s i v e  g a m b l e r .

A t o t a l l y  d i f f e r e n t  e n v i r o n m e n t  e x i s t s  f o r  p l a y i n g  a  l o t t e r y ,  a s  o p p o s e d  t o  o t h e r  t y p e s  
o f  g a m i n g ;  l o t t e r y  p l a y i n g  d o e s  n o t  r e q u i r e  a  c o n t a i n e d  e n v i r o n m e n t  w i t h  a  h i g h  d e g r e e  
o f  s o c i a l  i n t e r a c t i o n ,  a s  i s  f o u n d  w i t h  o t h e r  g a m i n g  a c t i v i t i e s .  T h e  d e c i s i o n  t o  

p a r t i c i p a t e  i n  a  l o t t e r y  g a m e  i s  g e n e r a l l y  a n  i m p u l s e  p u r c h a s e  w h i l e  c o n d u c t i n g  
a d d i t i o n a l  s h o p p i n g .

DOES WI NNI NG CHANGE THE L I V E S  OF WI N N E R S  OF LARGE P R I Z E S ?

Y e s ,  i n  a  v a r i e t y  o f  p o s i t i v e  w a y s ;  t h a t ’ s  t h e  r e a s o n  p e o p l e  b u y  l o t t e r y  t i c k e t s .

H.  R .  K a p l a n ,  P h . D . ,  F l o r i d a  I n s t i t u t e  o f  T e c h n o l o g y ,  p r o v i d e s  t h e  m o s t  c o m p r e h e n s i v e  

d a t a  a b o u t  l o t t e r y  w i n n e r s ,  a n d  s o m e  o f  t h e  . T o s t  i n t e r e s t i n g  r e a d i n g  i n  t h i s  f i e l d .  
K a p l a n  s t a r t e d  c o l l e c t i n g  d a t a  t h o u s a n d s  o f  l o t t e r y  w i n n e r s ,  i n  t h e  U . S .  a n d  C a n a d a ,  

1 7  y s a r s  a g o  i n  h i s  s t u d y  o f  p e o p l e ' s  c o m m i t m e n t  t o  w o r k .  F o r  d e c i d e s  s o c i a l  

s c i e n t i s t s  h a v e  a s k e d  t h e  q u e s t i o n ,  " I f  y o u  c o u l d  l i v e  c o m f o r t a b l y  w i t h o u t  h c - i n g  t o  
w « r k  w o u l d  y o u  c o n t i n u e  t o  w o r k ? "  L o t t e r i e s  h a v e  f i n a l l y  p r o v i d e d  a  b a s i s  f  

a d  r e s s i n g  t h i s  q u e s t i o n  f r o m  a  r e a l  v e r s u s  h y p o t h e t i c a l  p e r s p e c t i v e .

K a p l a n  s u m m a r i z e d  h i s  d a t a  i n  a  p r e s e n t a t i o n  a t  t h e  N o r t h  A m e r i c a n  As  . w o n  o f  S t a t e
a n d  P r o v i n c i a l  L o t t e r i e s  C o n f e r e n c e ,  J u n e ,  1 9 8 6  w i t h ,  ’ I  n e v e r  m e t  a n ,  , i o  w a n t e d  t o
g i v e  t h e  m o n e y  b a c k . "

K a p l a n  o n  j e r k ;  ’ W h i l e  m i l l i o n  d o l l a r  l o t t  r y  w i n n e r s  w e r e  m o r e  l i k e l y  t o  q u i t  t h e i r  
j o b s  i n  t h e  f i r s t  y e a r  a f t e r  t h e y  w o n  t h a n  s m a l l e r  w i n n e r s ,  o v e r a l l  o n l y  a b o u t  a  f o u r t h  
o f  t h e  w i n n e r s  a n d  t h e i r  s p o u s e s  q u i t  o r  r e t i r e d . "

" P e o p l e ' s  d e c i s i o n s  a b o u t  w o r k ,  a f t e r  w i n n i n g  l a r g e  p r i z e s  ( o v e r  * 1 , 0 0 0 , 0 0 0 ) ,  d e p e n d  o n  

t w o  p r i m a r y  f a c t o r s ,  t h e  w i n n e r s  a g e  a n d  t h e  a m o u n t  o f  t h e i r  p r i z e .  T h e  o l d e r  t h e  
w i n n e r ,  t h e  m o r e  l i k e l y  t h e y  w e r e  t o  r e t i r e .  O n l y  t w o  p e o p l e  l e s s  t h a n  5 0  y e a r s  o f  a g e
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I N F O R M A T I O N  B R I E F  NO- 4: S O C I A L  I M P A C T S  O F  L O T T E R I E S

WHAT A F F E C T  DO S T A T E - O P E R A T E D  L O T T E R I E S  HAVE ON THE ' P O O R ? *

WHAT A F F E C T  DO S T A T E - O P E R A T E D  L O T T E R I E S  HAVE ON THE ' L E S S  E D U C A T E D ? '

HOW DO L O T T E R I E S  A F F E C T  THE I N C I D E N C E  OF C O M P u u S I V E  G A M B L I N 6 ?

DOES WI N N I N G  D I S R U P T  THE L I V E S  OF WI NNE R S  OF LARGE CASH P R I Z E S ?

T h e s e  q u e s t i o n s ,  e v e n  w h e n  n o t  v e r b a l i z e d ,  o f t e n  coi r i e  t o  m i n d  w h e n  d i s c u s s i o n s  a b o u t  
s t a t e - o o e r a t e d  l o t t e r i e s  o c c u r .  I n  r e c e n t  y e a r s ,  a s  m o r e  p e o p l e  h a v e  e x p e r i e n c e d  s t a t e  

l o t t e r i e s ,  c o n c e r n s  r e l a t e d  t o  t h e  a b o v e  q u e s t i o n s  a p p e a r  t o  b e  d e c l i n i n g .  S t a t i s t i c s  
c o m p i l e d  f r o m  e x t e n s i v e  d a t a  c o l l e c t e d  b y  s t a t e s  w i t h  l o t t e r i e s  p r o v i d e  u s  w i t h  

c o n v i n c i n g  a n d  c o m f o r t i n g  a n s w e r s .

THE ’ P O O R '  AND ' L E S S  E D U C A T E D '  DO BUY L OT T E R Y P R O D U C T S ,  BUT TO A L E S S E R  DEGREE THAN 

T H E I R  P E R C E N T A G E  OF THE P O P U L A T I O N .

S O C I O L O G I S T S  CONCLUDE THAT C O M P U L S I V E  P E R S O N A L I T I E S  WHO RE LY ON GAMBLI NG FOR 

S T I M U L A T I O N  ARE NOT I N . E R E S T E D  I N  L O T T E R I E S .

LARGE CASH P R I Z E S  DO CHAN6 E THE L I V E S  OF SOME WI N N E R S ,  T H E S E  CHANGES ARE C O N S I D E R E D  
P O S I T I V E  FOR THE VAST M A J O R I T Y .

G o v e r n m e n t  e n t i t i e s  a d m i n i s t r a t i n g  l o t t e r i e s  c o l l e c t  d e m o g r a p h i c  d a t a  f r o m  t h e i r  p r i z e  

w i n n e r s .  W i n n e r s  a r e  s e l e c t e d  c o m p l e t e l y  a  r a n d o m  f r o m  a l l  w h o  p u r c h a s e  l o t t e r y  
c h a n c e s .  T h e r e i o r e ,  t h e  d a t a  c o l l e c t e d  i s  a  n e a r  p e r f e c t  c r o s s - s e c t i o n  o f  t h o s e  w h o  
p l a y .  T h i s  d a t a  i s  c o l l e c t e d  f o r  t w o  r e a s o n s ;  t o  p r o v i d e  t h e  g o v e r n i n g  b o d y  w i t h  
i n f o r m a t i o n  t o  a s s u r e  t h a t  t h i s  r e v e n u e  p r o d u c i n g  a r m  o f  t h e  s t a t e  d o e s  n o t  p r e y  o n  a n y  

s e g m e n t  o f  t h e  p o p u l a t i o n ;  a n d  t o  p r o v i d e  t h e  m a r k e t i n g  d i v i s i o n  o f  t h e  l o t t e r y  w i t h  
i n f o r m a t i o n  t o  b e s t  u t i l i z e  a d v e r t i s i n g  b u d g e t s .

R e s e a r c h  h a s  b e e n  c o n d u c t e d  i n  e v e r y  s t a t e  w i t h  a  l o t t e r y  o p e r a t i n g  f o r  o v e r  o n e  y e a r  
r e g a r d i n g  q u e s t i o n s  o n e  a n d  t w o ,  a n d  t h e  c o n c l u s i o n  h a s  a l w a y s  b e e n  t h e  s a n e ;  t h e  p o o r  

a n d  l e s s  e d u c a t e d  p l a y  t h e  l o t t e r y  t o  a  l e s s e r  d e g r e e  t h a n  t h e i r  p r o p o r t i o n  o f  t h e  

p o p u l a t i o n .  S o m e  e x a m p l e s :

C o l o r a d o : ‘ D u r i n g  e a c h  y e a r ,  s e v e r a l  s t a t e  l o t t e r i e s  d o  r e s e a r c h  o n  t h e  p r o f i l e  o f
t h e i r  p l a y e r s  t h r o u g h  a n a l y s i s  o f  w i n n e r s '  a g e ,  i n c o m e ,  o c c u p a t i o n ,  s e x ,  r e s i d e n c e ,  a n d  

l i f e s t y l e .  E v e r y  s t u d y  c o n d u c t e d  i n  t h e  l e g a l  l o t t e r y  b u s i n e s s  i n  N o r t h  A m e r i c a  h a s  
s h o w n  t h a t  t h e  b u l k  o f  t h e  l o t t e r y  t i c k e t s  a r e  p u r c h a s e d  b y  m i d d l e  i n c o m e  c o n s u m e r s .  
T y p i c a l l y ,  m o s t  t i c k e t s  a r e  b o u g h t  b y  p e r s o n s  b e t w e e n  t h e  a g e s  o f  3 5  a n d  5 4  a l t h o u g h  

t h e  p l a y  o f  l o t t e r i e s  r a n g e s  i n  a g e  f r o m  1 8  t o  o v e r  6 5 .  I n  a d d i t i o n ,  a l t h o u g h  t h e  
r a n g e  o f  p l a c e r s  r u n s  f r o m  l o w  i n c o m e  t o  h i g h  i n c o m e ,  t h e  m a j o r i t y  o f  t h e  t i c k e t s  a r e  
p u r c h a s e d  b y  p e r s o n s  w h o s e  h o u s e h o l d  i n c o m e s  a r e  b e t w e e n  $ 1 2 , 0 0 0  a n d  $ 3 6 , 0 0 0  ( i n  1 9 8 3  

d o l l a r s ) .  R e s e a r c h  i n  C o l o r a d o  i n J i c a t e s  t h a t  t h e  a v e r a g e  e d u c a t i o n  a n d  i n c o m e  o f  t h e  
p l a y e r s  a r e  h i g h e r  t h a n  t h e  n a t i o n a l  a v e r a g e .  E v e n  l o w  i n c o m e  p l a y e r s  p l a y  t h e  l o t t e r y  
f r o m  t h e i r  d i s c r e t i o n a r y  i n c o m e ,  t h a t  i s  t o  s a y ,  e v e n  l o w  i n c o m e  p e r s o n s  p u r c h a s e  

l o t t e r y  t i c k e t s  o n  a  c o m p e t i t i v e  b a s i s  w i t h  t h e i r  p u r c h a s e  o f  c a n d y ,  m o v i e s  a n d  
s o f t d r i n k s .  An a v e r a g e  o f  9 0  c e n t s  a  w e e k  p l a y e d  o n  t h e  l o t t e r y ,  w h i l e  b e i n g  a  h i g h e r  
p e r c e n t a g e  o f  t h e  d i s c r e t i o n a r y  i n c o m e  o f  l o w  i n c o m e  p e r s o n  t h a n  i t  i s  i n  a  m i d d l e  

i n c o m e  p e r s o n ,  i s  s t i l l  a  m i n o r  d e c i s i o n .  . . "  ( " C o l o r a d o  L o t t e r y  F a c t s ’ , R e p o r t  t o  
t h e  C o l o r a d o  L e g i s l a t u r e .  O c t . ,  1 9 8 3 )



A r i z o n a : An i n d e p e n d e n t  s t u d y  c o n c l u d e d  t h a t  " t h e  p o o r  a r e  d r a m a t i c a l l y  u n d e r ­
r e p r e s e n t e d  among l o t t e r y  p l a y e r s . "  ( Ti me .  May 2 8 ,  1 9 8 4 ,  p . 42 )

I l l i n o i s : P e o p l e  w i t h  i n c o m e s  b e l g w  $ 1 1 , 0 0 0  o n l y  p a r t i c i p a t e d  i n  l o t t e r i e s  a b o u ' .

7 5 - 7 8 % o f  t h e i r  p e r c e n t a g e  o f  t h e  p o p u l a t i o n .  ( P u b l i c  G a m i n g  M a g a z i n e . J a n .  1 9 8 2 )

M a i n e : S t u d i e s  “ c o n c l u s i v e l y  d e m o n s t r a t e  t h a t  i t  i s  t h e  m i d d l e  i n c o m e  s e g m e n t  o f  t h e

p o p u l a t i o n  t h a t  i s  t h e  p r i m a r y  m a r k e t  f o r  l o t t e r i e s  . . . t h e  p . n r  a r e  e x t r e m e l y  u n d e r ­

r e p r e s e n t e d  a m o n g  l o t t e r y  p l a y e r s . "  ( " A n a l y s i s  o f  S a l e s  D a t a  o f  L o t t e r i e s ’ , J u l y ,  
1 9 8 3 ,  c o m p i l e d  b y  S c i e n t i f i c  G a m e s ,  I n c . ,  c i t e d  b y  P u b l i c  G a m i n g  M a g a z i n e .  D e c . ,  1 9 8 3 )

W a s h i n g t o n : An a n a l y s i s  o f  a l l  p l a y e r s  i n  t h e  l o t t e r y  d u r i n g  t h e  1 9 8 3  r e p o r t i n g  p e r i o d
i n d i c a t e d  t h e  g r o u p  w h i c h  p l a y e d  t h e  l o t t e r y  t h e  l e a s t  w a s  t h e  u n d e r  $ 1 0 , 0 0 0  i n c o m e  
r a n g e .  ( W a s h i n g t o n  S t a t e  L o t t e r y  1 9 8 3  A n n u a l  R e p o r t )

L o u i s i a n a : T h e  L o u i s i a n a  l e g i s l a t u r e ,  a f t e r  c o n d u c t i n g  a n  e x t e n s i v t  i n v e s t i g a t i o n  o n
t h i s  i s s u e  a n d  a n  a n a l y s i s  o f  t h e  n u m e r o u s  a v a i l a b l e  s t u d i e s ,  c o n c l u d e d :  " T h e  

o v e r w h e l m i n g  m a j o r i t y  o f  s t u d i e s  c o n d u c t e d  i n  t h i s  c o u n t r y  i l l u s t r a t e  t h t t  t h e  p o o r  

p a t r o n i z e  t h e  l o t t e r y  i n  n u m b e r s  p r o p o r t i o n a t e l y  l e s s  t h a n  t h e i r  n u m e r i c a l  . T e s e n c e  i n  
a n y  c o m m u n i t y . "  ( F i n a l  J o i n t  L o t t e r y  S u b c o m m i t t e e  R e p o r t . L o u i s i a n a  L e g i s l a t u r e ,  

A p r i l ,  1 9 8 3 )

I l l i n o i s . M i c h i g a n . Ne w J e r s e y . Ne w Y o r k . P e n n s y l v a n i a : An a n a l y s i s  o f  t h e  h o j s e h o l d

i n c o m e  p r o f i l e s  o f  o v e r  6 . 5  m i l l i o n  w i n n e r s  e s t a b l i s h e d  t h a t  " t h e  p o o r  p a r t i c i p a t e  i n  

t h e  s t a t e  l o t t e r y  g a m e s  a t  l e v e l s  d i s p r o p o r t i o n a t e l y  l e s s  t h a n  t h e i r  p e r c e n t a g i  o f  t h e  
p o p u l a t i o n . "  ( " T h e  M y t h  o f  t h e  P o o r  B u y i n g  L o t t e r y  T i c k e t s ’ , P u b l i c  G a m i n g  Mai  a z i n e .  

J a n . ,  1 9 8 2 )

M i n n e s o t a : S i m i l a r  c o n c l u s i o n s  h a v e  b e e n  a d m i t t e d  b y  l o t t e r y  c r i t i c s .  T h e  B e r e a n

L e a g u e  o f  M i n n e s o t a  s t a t e d  i n  a  p a p e r  s u b m i t t e d  t o  t h e  M i n n e s o t a  l e g i s l a t u r e ,  i n  

o p p o s i t i o n  t o  p e n d i n g  l o t t e r y  l e g i s l a t i o n ,  t h a t ,  " P o o r  p e o p l e  d o  n o t  p l a y  t h e  l o t t e r y  
o u t  o f  p r o p o r t i o n  t o  t h e i r  p e r c e n t a g e  o f  t h e  p o p u l a t i o n  ( t h e  e v i d e n c e  s h o w s  t h a t  t h e y  

p l a y  l e s s  t h a n  t h e i r  p e r c e n t a g e  o f  t h e  p o p u l a t i o n ) .  . . n o t h i n g  h a s  s u r f a c e d  t o  

q u e s t i o n  t h e  a c c u r a c y  o f  t h e  s t u d i e s  t h a t  t h e  p o o r  M i a y  t h e  l o t t e r y  . . . l e s s  t h a n  

o t h e r  s e g m e n t s  o f  t h e  p o p u l a t i o n . "  ( " T h e  P r o p o s e d  M i n n e s o t a  L o t t e r y " ,  R e p o r t  b y  t h e  
B e r e a n  L e a g u e  o f  M i n n e s o t a ,  1 9 8 4 )

H o s t  a n a l y s i s  a n d  c o m m e  i t  f r o m  t h e  s t u d i e s  c o n d u c t e d  b y  s t a t e s  o p e r a t i n g  l o t t e r i e s  
i n c l u d e  e d u c a t i o n a l  l e v e l s  a s  w e l l  a s  h o u s e h o l d  i n c o m e  i s s u e s .  T h e s e  s t u d i e s  i n d i c a t e  

s i o i l a r  c o n c l u s i o n s  w i t h  r e g a r d  t o  e d u c a t i o n  l e v e l s  o f  t h o s e  p l a y i n g  l o t t e r i e s ;  t h e  
l e s s  e d u c a t e d  p l a y  l o t t e r i e s  p r o p o r t i o n a t e l y  l e s s  t h a n  t h e y  a r e  r e p r e s e n t e d  i n  t h e  

t o t a l  p o p u l a t i o n .

T h e  W a s h i n g t o n  S t a t e  L o t t e r y  f o u n d  t h a t  r e s i d e n t s  w i t h  1 - 3  y e a r s  o f  c o l l e g e  w e r e  o v e r ­

r e p r e s e n t e d  i n  l o t t e r y  p l a y  t o  a  d e g r e e  s i g n i f i c a n t l y  e x c e e d i n g  t h a t  o f  a n y  o t h e r  

e d u c a t i o n a l  g r o u p .  C o n v e r s e l y ,  t h o s e  w i t h  e i g h t  y e a r s  o f  e d u c a t i o n  o r  l e s s  w e r e  
s e v e r e l y  u n d e r r e p r e s e n t e d .  T h e  A r i z o n a  L o t t e r y  a l s o  s u r v e y e d  f o r  e d u c a t i o n a l  l e v e l s  o f  

i t s  p l a y e r s .  T h e  m e d i a n  e d u c a t i o n a l  l e v e l  o f  p l a y e r s  e x c e e d e d  t h a t  o f  A r i z o n a  a d u l t  
r e s i d e n t s  o v e r a l l .

T h e s e  c o n c l u s i o n s  a r e  n o  s u r p r i s e  t o  t h o s e  w h o  v i e w  l o t t e r i e s  a s  a  b u s i n e s s  o p e r a t e d  

f o r  p r o f i t .  T h e  t r e m e n d o u s  g r o w t h  i n  b o t h  l o t t e r y  p a r t i c i p a t i o n  a n d  p r o f i t  t o  t h o s e  
s t a t e s  o p e r a t i n g  t h e m  c o u l d  n e v e r  b e  g e n e r a t e d  b y  a  d e p e n d e n c y  o n  t h e  p o o r  a n d  u n d e r -  

e d u c a t e d .  T h i s  s e g m e n t  o f  o u r  p o p u l a t i o n  s i m p l y  d o e s  n o t  c o n s t i t u t e  a  l a r g e  e n o u g h  
p e r c e n t a g e  b a s e  t o  t a r g e t  m a r k e t i n g  e f f o r t s .  T h e  m a j o r i t y  o f  t h e  p o p u l a t i o n  i n  m o s t  

s t a t e s  l i v e s  i n  m i d d l e  i n c o c '  h o u s e h o l d s  a n d  h a s  a  h i g h e r  t h a n  m e d i a n  l e v e l  e d u c a t i o n .  
T h i s  i s  t h e  n a t u r a l  m a r k e t .
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S t u d i e s  h a v e  c o n c l u d e d  t h e  c o m p u l s i v e  g a m b l e r  t o  b e  s o m e o n e  w h o  b y  n a t u r e  s e e k s  a v e n u e s  

o t h e r  t h a n  s t a t e  l o t t e r i e s  t o  s a t i s f y  h i s  o r  h e r  n e e d  f o r  g a m b l i n g ;  s t a t e  l o t t e r i e s  d o  
n o t  p r o v i d e  w h a t  a  c o m p u l s i v e  r a m b l e r  n e e d s  f o r  g r a t i f i c a t i o n .

D r .  R o b e r t  C u s t e r ,  a c t i n g  d i r e c t o r  o f  m e n t a l  h e a l t h  f o r  t h e  V e t e r a n s  A d m i n i s t r a t i o n  i n  
W a s h i n g t o n ,  D . C .  a n d  m e d i c a l  a d v i s o r  t o  t h e  N a t i o n a l  C o u n c i l  o n  C o m p u l s i v e  G a m b l i n g ,  

i s  t h e  r e c o g n i z e d  e x p e r t  o n  t h e  i n c i d e n c e  a n d  t r e a t m e n t  o f  c o m p u l s i v e  g a m b l e r s .  C u s t e r  

c o n t e n d s  t h a t  s t a t e  l o t t e r i e s  d o  n o t  p r o v i d e  a  s u f f i c i e n t  o u t l e t  f o r  a  c o m p u l s i v e  
g a m b l e r  t o  e i t h e r  a l l e v i a t e  w i t h d r a w a l  s y m p t o m s  o r  t o  e x p e r i e n c e  a n y  s u s t a i n e d  e u p h o r i a  

g e n e r a t e d  b y  m o s t  o t h e r  t y p e s  o f  g a m b l i n g .  C u s t e r  s a i d  t h a t  o f  t h e  c o m p u l s i v e  g a m b l e r s  

h e  h a s  t r e a t e d  a t  t h e  V . A . ,  8 0 % f a l l  i n t o  o n e  o f  f o u r  d i f f e r e n t  c a t e g o r i e s ;  a d d i c t i o n  
t o  h o r s e  r a c e  b e t t i n g ;  c a s i n o  g u m e s ;  i l l e g a l  s p o r t s  b e t t i n g ;  a n d  s t o c k  o p t i o n s  a n d  

c o m m o d i t i e s .  T h e  r e m a i n i n g  2 0 % i s  d i v i d e d  a m o n g  a l l  o t h e r  f o r m s  o f  g a m b l i n g ,  l o t t e r i e s  
o n l y  a m o u n t i n g  t o  p e r h a p s  2%.

O f  c o m p u l s i v e  g a m b l e r s ,  C u s t e r  s a i d  l o t t e r i e s  a r e  ' n o t  t h e i r  s t y l e , "  b e c a u s e  p l a y  i s  

t o o  s l o w .  " A n y  g a m e  i n v o l v i r . g  a  w a i t i n g  p e r i o d  f o r  t h e  o u t c o m e  a n d / o r  c o l l e c t i o n  o f  
w i n n i n g s ,  s u c h  a s  l o t t e r i e s ,  d o e s  n o t  s u s t a i n  a  c o m p u l s i v e  g a m b l e r ,  . . . "  T wo  k e y  

e l e m e n t s  t h a t  c o m p u l s i v e  g a m b l e r s  n e e d  f o r  s a t i s f a c t i o n  a r e  s o m e  f e e l i n g  t h a t  s / h e  h a s  

a n  " e d g e "  o r  p r i v i l e g e d  i n f o r m a t i o n  r e g a r d i n g  t h e  b e t ,  a n d  t h a t  s o m e  e l e m e n t  o f  s k i l l  

p l a y s  a  p a r t  i n  t h e  o u t c o m e .  N e i t h e r  o f  t h e s e  e x i s t  w i t h  s t a t e  l o t t e r i e s .  C u s t e r s  
c o n c l u d e s  t h a t  n o  d a t a  e x i s t s  s u p p o r t i n g  t h e  c o n t e n t i o n  t h a t  l o t t e r i e s  i n c r e a s e  
c o m p u l s i v e  g a m b l i n g .

A s t u d y  f o r  t h e  Ne w J e r s e y  L o t t e r y ,  s u p e r v i s e d  b y  D r .  P e t e r  C a r l t o n  o f  t h e  Ne w J e r s e y  
C o l l e g e  o f  M e d i c i n e  a n d  D e n t i s t r y ,  r e a c h e d  b a s i c a l l y  t h e  s a m e  c o n c l u s i o n s  a s  d i d  

C u s t e r ’ s  r e s e a r c h ;  n o  c a u s e - a n d - e f f e c t  r e l a t i o n s h i p  w a s  e s t a b l i s h e d  s h o w i n g  l o t t e r i e s  
t o  c a u s e  c o m p u l s i v e  g a m b l i n g .  C a r l t o n ’ s  r e s u l t s  s h o w  t h a t  l o t t e r i e s  s i m p l y  d o n ’ t  o f f e r  
e n o u g h  " a c t i o n "  t o  s a t i s f y  t h e  n e e d s  o f  a  c o m p u l s i v e  g a m b l e r .

A t o t a l l y  d i f f e r e n t  e n v i r o n m e n t  e x i s t s  f o r  p l a y i n g  a  l o t t e r y ,  a s  o p p o s e d  t o  o t h e r  t y p e s  
o f  g a m i n g ;  l o t t e r y  p l a y i n g  d o e s  n o t  r e q u i r e  a  c o n t a i n e d  e n v i r o n m e n t  w i t h  a  h i g h  d e g r e e  

o f  s o c i a l  i n t e r a c t i o n ,  a s  i s  f o u n d  w i t h  o t h e r  g a m i n g  a c t i v i t i e s .  T h e  d e c i s i o n  t o  
p a r t i c i p a t e  i n  a  l o t t e r y  g a m e  i s  g e n e r a l l y  a n  i m p u l s e  p u r c h a s e  w h i l e  c o n d u c t i n g  
a d d i t i o n a l  s h o p p i n g .

DOES WI NNI NG C HAN6 E  THE L I V E S  OF WI NNE R S  OF LARGE P R I Z E S ?

Y e s ,  i n  a  v a r i e t y  o f  p o s i t i v e  w a y s ;  t h a t ’ s  t h e  r e a s o n  p e o p l e  b u y  l o t t e r y  t i c k e t s .

H.  R.  K a p l a n ,  P h . D . ,  F l o r i d a  I n s t i t u t e  o f  T e c h n o l o g y ,  p r o v i d e s  t h e  m o s t  c o m p r e h e n s i v e  
d a t a  a b o u t  l o t t e r y  w i n n e r s ,  a n d  s o m e  o f  t h e  m o s t  i n t e r e s t i n g  r e a d i n g  i n  t h i s  f i e l d .  

K a p l a n  s t a r t e d  c o l l e c t i n g  d a t a  o n  t h o u s a n d s  o f  l o t t e r y  w i n n e r s ,  i n  t h e  U . S .  a n d  C a n a d a ,  
1 7  y e a r s  a g o  i n  h i s  s t u d y  o f  p e o p l e ’ s  c o m m i t m e n t  t o  w o r k .  F o r  d e c a d e s  s o c i a l  

s c i e n t i s t s  h a v e  a s k e d  t h e  q u e s t i o n ,  ' I f  y o u  c o u l d  l i v e  c o m f o r t a b l y  w i t h o u t  h a v i n g  t o  
w o r k  w o u l d  y o u  c o n t i n u e  t o  w o r k ? "  L o t t e r i e s  h a v e  f i n a l l y  p r o v i d e d  a  b a s i s  f o r  
a d d r e s s i n g  t h i s  q u e s t i o n  f r o m  a  ' e a l  v e r s u s  h y p o t h e t i c a l  p e r s p e c t i v e .

K a p l a n  s u m m a r i z e d  h i s  d a t a  i n  a  p r e s e n t a t i o n  a t  t h e  N o r t h  A m e r i c a n  A s s o c i a t i o n  o f  S t a t e  
a n d  P r o v i n c i a l  L o t t e r i e s  C o n f e r e n c e ,  J u n e ,  1 9 8 6  w i t h ,  " I  n e v e r  m e t  a n y o n e  w h o  w a n t e d  t o  
g i v e  t h e  m o n e y  b a c k . "

K a p l a n  o n  w o r k ;  " W h i l e  m i l l i o n  d o l l a r  l o t t e r y  w i n n e r s  w e r e  m o r e  l i k e l y  t o  q u i t  t h e i r  

j o b s  i n  t h e  f i r s t  y e a r  a f t e r  t h e y  w o n  t h a n  s m a l l e r  w i n n e r s ,  o v e r a l l  o n l y  a b o u t  a  f o u r t h  
o f  t h e  w i n n e r s  a n d  t h e i r  s p o u s e s  q u i t  o r  r e t i r e d . "

" P e o p l e ’ s  d e c i s i o n s  a b o u t  w o r k ,  a f t e r  w i n n i n g  l a r g e  p r i z e s  ( o v e r  $ 1 , 0 0 0 , 0 0 0 ) ,  d e p e n d  o n  
t w o  p r i m a r y  f a c t o r s ,  t h e  w i n n e r s  a g e  a n d  t h e  a m o u n t  o f  t h e i r  p r i z e .  T h e  o l d e r  t h e  
w i n n e r ,  t h e  m o r e  l i k e l y  t h e y  w e r e  t o  r e t i r e .  O n l y  t w o  p e o p l e  l e s s  t h a n  5 0  y e a r s  o f  a g e



r e t i r e d  c o m p a r e d  t o  3 9 *  o f  t h e  w i n n e r s  6 5  a n d  o l d e r .  O v e r a l l ,  I f o u n d  a  s t r o n g  

c ; m m i t m e n t  t o  w o r k  a m o n g  t h e  w i n n e r s ,  a n d  t h i s  w a s  e s p e c i a l l y  e v i d e n t  w h e n  I l o o k e d  a t  

a  p e r s o n ’ s  o c c u p a t i o n ,  i n c o m e  a n d  j o b  t e n u r e .  T h e  h i g h e r  t h e  o c c u p a t i o n a l  l e v e l ,  t h e  

m o r e  i n t e r e s t i n g  t h e  k i n d  o f  w o r k  t n e y  w e r e  d o i n g ,  t h e  l o n g e r  t h e y  h a d  b e e n  w o r k i n g  i n  
t h e i r  j o b s ,  a n d  t h e  m o r e  t h e y  e a r n e d  b e f o r e  w i n n i n g ,  t h e  l o w e r  t h e  n u m b e r  q u i t s  a n d  

■ e t i r e s . ’

' N e a r l y  t w i c e  a s  m a n y  w i n n e r s  w h o  w o n  u n d e r  $ ’. 0 , 0 0 0  a n n u a l  i n s t a l l m e n t s  k e p t  w o r k i n g  a s  

w i n n e r s  w h o  r e c e i v e d  $ 3 0 , 0 0 0  a n n u a l l y .  O b v i o u s l y ,  t h e  g r e a t e r  t h e  w i n n i n g s ,  t h e  m o r e  

s e c u r i t y  p e o p l e  h a d  a n d  t h e  e a s i e r  i t  u a s  f o r  t h e m  t o  l e a v e  t h e  l a b o r  f o r c e . "

K a p l a n  o n  m a r r i a g e s ;  " U h i l e  t h e r e  h a v e  b e e n  s o m e  c r > e s  o ’ J i v o r c e  a n d  d i s r u p t i o n ,  
w i n n i n g  t h e  m o n e y  h i '  m a d e  m o s t  c f  t h e i r  ( w i n n e r s )  m a r r '  r s  s t r o n g e r  t h a n  e v e r .  O n c e  

t h e  f i n a n c i a l  b u r d e n  h a s  b e e n  l i f t e d ,  a n  i m p o r t a n t  s o u r c t  o ,  s t r e s s  a n d  s t r a i n  g o e s  

w i t h  i t .  P e o p l e  a r e  n o w  f r e e r  t o  e n j o y  l i f e  a n d  t o  d o  t h e  t h i n g s  t h e y  a l w a y s  w a n t e d . "

" G e n e r a l l y ,  p e o p l e  w h o  a r e  e x t r o v e r t e d ,  e a s y - g o i n g  a n d  g r e g a r i o u s  t a k e  t h e  w i n n i n g  i n  

s t r i d e  a n d  s e e m  t o  e n j o y  t h e m s e l v e s ,  w h i l e  i n t r o v e r t e d ,  s h y  a n d  s u s p i c i o u s  p e o p l e  t e n d  

t o  h a v e  t h e i r  l e v e l  o f  a n x i e t y  h e i g h t e n e d . . . "

DATA C O L L E C T E D  FROM OVER 2 3  YEARS OF S T A T E  L OT T E R Y O P E R A T I O N S  C O N C L U D E S :

S T A T E - O P E R A T E D  L O T T E R I E S  DO NOT PREY ON THE POOR OR L E S S  EDUCATED S E G H E N T S  OF THE 

P O P U L A T I O N !

THERE I S  NO C A U S E - A N D - E F F E C T  R E L A T I O N S H I P  BETWEEN S T A T E - O P E R A T E D  L O T T E R I E S  AND 

C O M P U L S I V E  GAMB L I NG!

WHEN LARGE P R I Z E  W I N N E R ’ S L I V E S  ARE A F F E j : T E D - ~ B Y _ J H E I R  W I N N I N G S ,  THE CHANGES ARE MOST 

OF TEN FOR THE P O S I T I V E !

P O  8 o x  2 2 2 0 4  • X  -COU. f l 'o s k o  9 9 8 0 2  • ( 9 0 7 )  4 6 3 -3 0 4 4

R e p .  J o h n  S u n d  

PO B o x  V

J u n e a u ,  AK 9 9 8 1 1



to. Jim Davey DATE. February 22, 1988

FROM:

SUBJECT:

Gary Wil liams 

Alaska House Bill-236

I have the following comments concerning the Alaskan Lottery Act:
Page 2, lines 21-26: If you wanted to follow what I thought was a good
part of the lottery bill in Virginia, you would modify this section to 
state that the funds could not be allocated by the Legislature until they 
are actually earned and deposited in the General Fund.
Page 3, Sec. 05.18.010: This section should be tightened up to follow the 
language in the preamble about where the money is to be spent. The pre­
amble states that the money will first fund the necessary operations of 
the Public Broadcasting Commission and the Council on the Arts, and then 

* other state programs as the proceeds allow. This section does not put any
priorities on where the money will go; it just says that hhe "...Corpo- 

/ \  ration is established for the continued operation of the Alaska State
( Council on the Arts and the Alaska Public Broadcasting Conmission and for

other expenses of the state." Additionally, the preamble states that the 
money is to be used for the "necessary" operations of the Conmission and 
Council, while this section states that it is to be used for the "con­
tinued" operation of these bodies. It doesn't take a lawyer to see that 
you could easily generate some arguments on what these words mean.

f Page 3, Sec. 05.18.020: No requirement for a board member with a security
background. Also, do the board members elect their own chair, or is the 
chair appointed by the Governor?

Page 7, Section 05.18.070: If not covered elsewhere by Alaskan law, it
should have a section that permits the Director to delegate his or her 
duties to other lottery employes.
Page 9, Sec. 05.18.120: I don't see the point in limiting the term of
agent contracts to two years.
Page 11, Sec. 05.18.160: A bond isn't really necessary and it only adds 
to the cost of an agent in applying for a contract.
Page 12, Sec. 05.18.220: Don't return unclaimed prizes to the state; it
should go back to the public as a prize.
Page 14, Sec. 05.18.980: Should exclude the Lottery from any state print­
ing laws if they exist; also personnel rules/laws should not apply because 
of their limitations on establishing incentive programs for sales people.

9 1 . 1 2 3 . 1 3 6 7



Jiin Davey - 2 - February 22, 1988

I didn't see any section specifying the percentages for how sales revenue 
is to be allocated; e.g., prizes, administrative expenses, and public purpose.
I didn't see any section on the budget for the Lottery and who approves 
it. Maybe these are covered elsewhere in Alaskan iaw.

GW:sc 
OSL:0616



MY TURN
by  R o b e r t  D. Thomas, D ir ector; A l a s k a  L o t t e r y  C o a l i t i o n

As A l a s k a  s e a r c h e s  for a d d i t i o n a l  sour c e s  to r e pl a c e  d w i n d l i n g  oil revenues, 

some m e m be r s  of the A l a s k a  l e g i s l a t u r e  s eem to ignore the obvious; the nee d  to 

b r o a d e n  our bas e  from w h i c h  we r e c ei v e  d o l l a rs  to supp o r t  state government. One 

s mall step to b r o a d e n  that b ase cr ’.d be i m p l e m e n t a t i o n  of a s t a t e - o p e r a t e d  

lottery.

We are not talk i n g  about l e g a l i z i n g  a n o t h e r  form of g a m b l i n g  and we are not 

t a l k i n g  a bout a d o p t i n g  a new p ub l i c  p o l i c y  w i t h  regard to funding g overnment 

s e r v i c e s  w i t h  pu bl i c  g a m i n g  revenues. L o t t e r y  games are legal in Alaska, as 

wel l as 44 o t h e r  states. T hese g ames are run thro u g h  s t a t e - o p e r a t e d  lott e r y 

a g e n c i e s  or p e r m i t  h o l d i n g  c h a r i t a b l e  o r g a n i z a t i o n s ;  A l a s k a  p e r m i t s  about 1,000 

o r g a n i z a t i o n s  in the state to o p e r a te  g ames of chance. The A l a s k a  D e p a r t m e n t of 

R e v e n u e  a n n u a l l y  re c e i v e s  about $ 1 0 0 , 0 0 0  from the a c ti v i t i e s  of the games held 

b y  these perm i t  holders.

Is the A l a s k a  l e g i s l a t u r e  w i l l i n g  to a p p r o v e  a u t h o r i z a t i o n  to i m plement a 

lottery; e s t i m a t e d  to c o nt r i b u t e  $ 2 0 , 0 0 0 , 0 0 0  a n n u a l l y  to the s tate treasury?

Eve n w i t h  s t a t e - w i d e  p olls i n d i c a t i n g  the p u b l i c  favors the concept of a lott e r y  

by a two to one margin, some l e g i s l a t o r s  are s till u n w i l l i n g  to support lott e r y  

l e g i s l a t i o n  this close to r e - e l e c t i o n  time. U n f o r t u n a t e l y  for the m a j o r i t y  of 

the state, this m i n o r i t y  of the l e g i s l a t u r e  wi e l d s  eno u g h power to stop most 

l e g i s l a t i o n  they are p e r s o n a l l y  o p p o s e d  to.

This m i n o r i t y  is co-. tent to cut the jobs, services, and pr o j e c t s  the $ 2 0 , 0 0 0 , 0 0 0  

in n e w  r e v e n u e  w o u i d  maintain. T h e y  are c o n t en t  to look a way as unt o l d  dollars 

exit the state by Al a s k a n s  p l a y i n g  lotteries, via the mail, of o ther states and 

C a n a d i a n  provinces. T h e y  choose to i g n o r e  a v o l u n t a r y  source of r ev e n u e s  from 

t hose A l a s k a n s  w h o  w ou l d  like to p lay a s tate lottery, our p a r t - t i m e  summer 

p opulation, and our hug e  tourist influx.

At an a v e r ag e  of $50,000 each, $20 m i l l i o n  w o u ld  support 400 state employees.

Ho w  m a n y  of the p ro j e c t s  w h i c h  did not get fu n d ed  thro u g h  the r e c e n t l y  p a s s e d

jobs bill, HB 512, c ould be fu nd e d  w i t h  an a d d i t i o n a l  $20 m i l l i o n ?  How m any

u n f u n d e d  p r i v a t e  sector e c o n o m i c  d e v e l o p m e n t  p r o je c t s  w o u l d  $20 m i l l i o n  prov id e  

t h r o u g h  our Dept, of C o m m e r c e  and E c o n o m i c  D e v e l o p m e n t ?

In a d d i t i o n  to l o t t e r y  net profits, e s t i m a t e s  of an A l a s k a n  lot t e r y ' s  annual 

i m p a ct  include; $ 2 7 , 5 0 0 , 0 0 0  in pri z e s  to the players, $ 2 , 75 0 , 0 0 0  in c o m m i s s i o n s 

to r e t a i l e r s  of l o t t e r y  tickets, $ 1 , 3 0 0 , 0 0 0  to a d v e r t i s e r s  and the m e d i a  wit h i n  

Alaska, $ 1 , 7 5 0 , 0 0 0  in salar i e s for 35 n e w  jobs w i t h i n  the state, and $850, 0 0 0  in 

c h a r g e s  for w a r e h o u s e  and of f i c e  rental, t e l e p ho n e  services, cour i er  services, 

etc.



The current bill w h i c h  wo u l d  a uthorize the state to start a lott e r y similar to 

those in thirty o ther states and e very C a n a d i a n  p r o v i n c e  is House Bill 236, by 

Rep. Mar k  Boyer. HB 236 has been s i t ti n g  in the House J u d i c i a r y  C o m m i t t e e  for

almost a year. No h e a ri n g s  were held for it du r i n g  the interim, one h e a r i n g  was 

h el d  on Feb. 11th of this year. D u r i n g  that one hearing, a lt h o u g h  a vote was 

not taken, the o b v io u s  con se n s u s  was 4 to 1 in favor. The ch a i r m a n  was the 

o b v i o u s  "no" vot e  and has refu se d  to hear the bill a gain to date. T here has not 

been one w ord of t e s t i m o n y  in o p p o s i t i o n  to this bill since its introduction.

R e l u c t a n c e  by some H ouse m e m b er s  may come from rumors that the more c o r ^ e r v a t i v e  

Senate l e a d e r s h i p  does not want to addr e s s this issue. Thre a t s to load a 

lott e r y  bill, p a s s e d  by the House, w i t h  too m a n y  c o m m i t t ee  h e a r in g s  to c om p l e t e  

prior to the end of sess i o n  have tended to erode support for HB 236. This is 

u n f o r t u n a t e  for the vast m a j o r i t y  of the state w h i c h  w o u l d  like to see an 

A l a s k a n  l o t t e ry  become a reality.

Where does this leave supp o r t e r s  of a s t a t e - o p e r a t e d  lottery? We still b e l i e v e  

l e g i s l at o r s  lis t e n  to their c o ns t i t u e n t s  and "cards and letters from home" hav e  

an impact. Let your l e gi s l a t o r s  know your position; call them, write them, talk 

to them when  t hey come home on weekends.

The longer A l a s k a  delays e nt e r i n g  the s t a t e - o p e r a t e d  l o t t e r y  field, the g r e a t e r  

our lose beco m e s  from not p r o v i di n g  a means for v o l u n t a r y  support of state 

government.

{The A l a s k a  L o t t e r y  C o a l i t i o n  is an e d u c a t i o n a l  and l o b b yi n g  e n t i t y  e s t a b l i s h e d  

to support l e g i s l a t i o n  a u t h o r i z i n g  the state of A l a s k a  to implement a 

g o v e r n m e n t - o p e r a t e d  lottery.)



DT: 4 / 2 5 /8 8

TO:  R e p .  J o h n  S u n d J
Ff>:  B o b  T h o m a s  < £ 5 ^

A l a s k a  L o t t e r y  C o a l i t i o n

R E :  HB 2 3 6 ,  A l a s k a  L o t t e r y

I ’ m s o r r y  we m i s s e d  c o n n e c t i o n s  l a s t  F r i d a y ,  h o w e v e r ,  I  w a n t e d  t o  p a s s  o n  s o m e
c o m m e n t s  r e g a r d i n g  HB 2 3 6 .

1 .  A s  s t a t e d  i n  my 3 / 2 8 / 8 3  me mo  t o  y o u ,  t h e  C o a l i t i o n  s u p p o r t s  s u g g e s t e d  
a m e n d m e n t s  t o  HB 2 3 6  m e n t i o n e d  b y  y o u  a n d  o t h e r  H o u s e  J u d i c i a r y  C o m m i t t e e  

m e m b e r s  ( s t r i p p i n g  t h e  d e d i c a t i o n  l a n g u a g e  a n d  i n c l u d i n g  a n  a d v i s o r y  v o t e ) .  

O u r  f i r s t  c o n c e r n  i s  s u p p o r t  o f  l e g i s l a t i o n  a u t h o r i z i n g  a  s t a t e  o p e r a t e d  
l o t t e r y .  A d d i t i o n a l  p r o v i s i o n s  i n  a n y  l o t t e r y  b i l l ,  s u c h  a s  a t t e m p t s  t o  

t a r g e t  p r o c e e d s ,  a r e  o f  s e c o n d a r y  c o n c e r n  t o  t h e  C o a l i t i o n .  H o w e v e r ,  i f  
g i v e n  a  c h o i c e  we  w o u l d  s u p p o r t  a  b i l l  w i t h  n o  d e d i c a t i o n  l a n g u a g e  o v e r  o n e  

t h a t  a t t e m p t s  t o  d e d i c a t e  f o r  s o m e  s p e c i f i c  p u r p o s e .

2 .  T h e r e  a p p e a r s  t o  b e  g r o w i n g  i n t e r e s t  f o r  t h e  s t a t e  o p e r a t e d  l o t t e r y  c o n c e p t  
i n  t h e  S e n a t e ,  t h e  G o v e r n o r ’ s  o f f i c e ,  t h e  D e p t ,  o f  C o m m e r c e  a n d  E c o n o m i c  

D e v e l o p m e n t ,  a n d  t h e  ' e p t .  o f  R e v e n u e .  T h i s  i n t e r e s t  l i k e l y  s t e m s  f r o m  

c o n c e r n s  a b o u t  t h e  s t a t e  o f  a f f a i r s  w i t h  j a r d  t o  s t r e t c h i n g  c u r r e n t  
r e q u i r e m e n t s  f o r  o p e r a t i o n  o f  c h a r i t a b l e  g a m i n g  a c t i v i t i e s  n o t  v i s u a l i z e d  
w h e n  t h o s e  l a w s  a n d  r e g u l a t i o n s  w e r e  i m p l e m e n t e d .  T h e  i n t e r e s t  i s  a l s o  

t i e d  t o  Lh e  p o s s i b i l i t y  o f  t a r g e t i n g  a l l  o r  p a r t  o f  t h e  p r o c e e d s  o f  a  

l o t t e r y .  I n  t h i s  c a s e ,  t h e  t a r g e t  i s  e c o n o m i c  d e v e l o p m e n t  p r o j e c t s  
t h r o u g h o u t  t h e  s t a t e .  T h e  O r e g o n  p l a n  i s  t h a t  m o s t  o f t e n  r e f e r e n c e d  * n  
t h e s e  d i s c u s s i o n s .

Of  a n y  p l a n  f o r  t a r g e t i n g  l o t t e r y  p r o c e e d s ,  t h i s  i s  t h e  t y p e  we  f e e l  o f f e r s  
t h e  m o s t  p a l a t a b l e  o p t i o n .  By  e s t a b l i s h i n g  a  m e c h a n i s m  f o r  f u n d i n g  l o a n s  

t o  p r i v a t e  i n t e r e s t s  w i t h  v i a b l e  e c o n o m i c  d e v e l o p m e n t  p r o j e c t s  a n d  g r a n t s  
t o  m u n i c i p a l i t i e s  f o r  e n h a n c i n g  e c o n o m i c  d e v e l o p m e n t  t h r o u g h  n e e d e d  

i n f r a s t r u c t u r e ,  we  d o  n o t  g e n e r a t e  a n  e x p e c t a t i o n  b y  a n  o p e r a t i n g  s t a t e  

a g e n c y  o r  c r e a t e  a  n e w  e n t i t y  d e m a n d i n g  a n  a n n u a l  a p p r o p r i a t i o n  f o r  
o p e r a t  i o n .

I f  HB 2 3 6  w e r e  t o  p a s s  t h e  H o u s e  t h i s  y e a r  a n d  i f  t i m e  p e r m i t t e d  S e n a t e  
c o n s i d e r a t i o n ,  a d d i t i o n a l  a m e n d m e n t s  t o  e m b o d y  t h e  c o n c e p t s  a b o v e  w o u l d  
l i k e l y  b e  c o n s i d e r e d .

3 .  T h e  C o a l i t i o n  h a s  a  h i g h  l e v e l  o f  c o n c e r n  w i t h  r e g a r d  t o  t h e  c u r r e n t  s t a t u s  
o f  HB 2 9 9 ,  t h e  " B i n g o  B i l l . "  T h e  l a c k  o f  m o v e m e n t  o f  HB 2 3 6  h a s  r e s u l t e d  

i n  a m e n d m e n t s  t o  HB 2 9 9  w h i c h  w o u l d  l e g a l i z e  t h e  t y p e  o f  l o t t e r y  n o w  b e i n g  

c o n d u c t e d  i n  A l a s k a  u s i n g  c h a r i t a b l e  g a m i n g  p e r m i t s .  T h e  s t a t e d  r a t i o n a l e  

f o r  t h e s e  a m e n d m e n t s  i s  t o  i n s u r e  t h a t  t h e  l o t t e r y  c o n c e p t  i s  k e p t  b e f o r e  

t h e  p u b l i c  u n t i l  a n o t h e r  e f f o r t  t o  p r o v i d e  l e g i s l a t i o n  f o r  a  s t a t e  r<. 'n 
l o t t e r y  i s  a t t e m p t e d .
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S u n d  me mo  c o n t .

T h e  t w o  c h a r i t a b l e  l o t t e r i e s  c u r r e n t l y  k n o w n  t o  b e  o p e r a t i n g ,  ’ A l o t t o ’ 

o p e r a t e d  b y  a n  i n d i v i d u a l  f r o m  F a i r b a n k s  u s i n g  a  p e r m i t  f o r  t h e  A m e r i c a n  
L e g i o n  i n  G l e n a l l e n  a n d  o n e  r e c e n t l y  s t a r t e d  i n  J u n e a u  u s i n g  t h e  A m e r i c a n  

L e g i o n  p e r m i t  h e r e ,  a r e  o p e r a t i n g  i l l e g a l l y  a c c o r d i n g  t o  t h e  D e p t ,  o f  
R e v e n u e .  S h o u l d  HB 2 9 9  b e c o m e  l a w  i n  i t s  c u r r e n t  f o r m ,  t h i s  t y p e  o f  

l o t t e r y  o p e r a t i o n  w o u l d  b e c o m e  l e g a l  a n d  i s  v e r y  l i k e l y  t o  f l o u r i s h  

t h r o u g h o u t  A l a s k a .

T h e  s t a g e  b e i n g  s e t  b y  t h e s e  m o v e s  i s  v e r y  s i m i l a r  t o  t h a t  o f  t h e  e a r l y  

1 8 0 0 ’ s  w h e n  g o v e r n m e n t  p e r m i t t e d ,  b u t  n o t  r e g u l a t e d ,  l o t t e r i e s  f l o u r i s h e d  

a n d  w e r e  s u b j e c t  t o  m a n i p u l a t i o n  b y  t h e i r  o p e r a t o r s .  I t  w a s  d u r i n g  t h i s  
e r a  t h a t  l o t t e r i e s  w e r e  b a n n e d  t h r o u g h o u t  t h e  U . S .  a n d  C a n a d a  a n d  n o t  

r e v i v e d  a g a i n  u n t i l  t h e  a d v e n t  o f  c o m p u t e r  s y s t e m s  w h i c h  p r o v i d e  t h e  k e y  t o  

s e c u r e  a c c o u n t i n g  a n d  a b s o l u t e  a s s u r a n c e  t h a t  t h e  g a m e  i s  f a i r  t o  a l l  w h o  

c h o o s e  t o  p l a y .

E x p e r i e n c e  i n  t h e  U . S . ,  C a n a d a  a n d  m o s t  o f  t h e  r e s t  o f  t h e  w o r l d  i n d i c a t e s  
t h a t  g o v e r n m e n t  r u n  l o t t e r i e s  a r e  t h e  o n l y  f o r m  o f  l o t t e r y  o p e r a t i o n  
c a o a b l e  o f  D r o v i d i n g  t h e  n e c e s s a r y  s e c u r i t y  t o  a d e q u a t e l y  p r o t e c t  t h e

T h i s  a s s u r a n c e  i s  t h e  r e a s o n  g o v e r n m e n t  l o t t e r i e s  h a v e

f a m i l i a r  w i t h  l o t t e r i e s ,  A l a s k a  D e p t  o f  R e v e n u e  s t a f f ,  t h e  l o t t e r y  s e r v i c e  
i n d u s t r y  f o r  g o v e r n m e n t  l o t t e r i e s ,  a n d  l o t t e r y  a d m i n i s t r a t i v e  p e r s o n n e l  

f r o m  o t h e r  s t a t e s ,  v i e w s  n o n - g o v e r n m e n t  r u n  o f  l o t t e r i e s  t o  b e  i n  e x t r e m e

T h e  l o t t e r i e s  we  s e e  o p e r a t i n g  i n  A l a s k a  t o d a y  o f f e r  a b s o l u t e l y  n o  s e c u r i t y  

t o  i n s u r e  t h a t  t h e  p l a y e r s ’ a r e  p r o t e c t e d  f r o m  o u t r i g h t  f r a u d  o r  a c c i d e n t a l  

o m i s s i o n s  e l i m i n a t i n g  p l a y e r s  f r o m  t h e  d r a w i n g s  t h e y  a r e  p r o m i s e d  t o  b e  a 

p a r t  o f .  We p r e d i c t  t h a t  i t  w o u l d  o n l y  b e  a  m a t t e r  o f  t i m e  b e f o r e  t h i s  
a b s e n c e  o f  s e c u r i t y  w i l l  r e s u l t  i n  s o m e o n e  " w a l k i n g  w i t h  t h e  m o n e y . ” W h e n  
t h i s  h a p p e n s ,  t h e  c h a r i t i e s  l o o s e  c r e d i b i l i t y  a n d  m o n e y ,  t h e  p u b l i c  w i l l  b e  

c h e a t e d ,  a n d  t h e  r e s u l t i n g  i m a g e  o f  l e g i t i m e n t  l o t t e r i e s  w i l l  b e  t a r n i s h e d .

T h e r e  i s  a l .  '  n o  r e l i a b l e  a c c o u n t i n g  m e t h o d  w h i c h  c a n  i n s u r e  t h a t  a  t r u e  
p i c t u r e  o f  t h e  g a m i n g  a c t i v i t i e s  o p e r a t e d  b y  t h e  c h a r i t a b l e  g a m i n g  

p e r m i t e e s  a n d  p r i v a t e  o p e r a t o r s  i s  r e p o r t e d  a s  r e q u i r e d .

t r u s t  i n  r e c e n t  y e a r s .  T h e  c o n s e n s u s  f r o m  t h o s e

conflict with the pu terest.

5 .  We a g a i n  r e q u e s t  t h a t  y o u  c a l e n d a r  HB 2 3 6  t o  a l l o w  c o n s i d e r a t i o n  a n d  d e b a t e  

o n  t h e  l o t t e r y  i s s u e .
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A p r i l  29, 1 9 8 7

R e p r e s e n t a t i v e  D a v e  D o n l e y

C h a i r m a n ,  L a b o r  a n d  C o m m e r c e  C o m m i t t e e

P o u c h  V

J u n e a u ,  A l a s k a  9 9 8 1 1

D e a r  R e p r e s e n t a t i v e  D o n l e y :

I u n d e r s t a n d  y o u r  c o m m i t t e e  w i l l  b e  r e v i e w i n g  H B  2 3 6  

w h i c h  c r e a t e s  a s t a t e  l o t t e r y  a n d  e s t a b l i s h e s  a n  A r t s  a n d  

P u b l i c  B r o a d c a s t i n g  a c c o u n t  i n  t h e  g e n e r a l  f u n d .  I s u p p o r t  

t h i s  b i l l .  I t s  l a n g u a g e  p r e s e r v e s  t h e  a p p r o p r i a t i o n  

p r e r o g a t i v e  o f  t h e  l e g i s l a t u r e  a n d  a t  t h e  s a m e  t i m e  s t a t e s  

l e g i s l a t i v e  i n t e n t .  P r o c e e d s  f r o m  s u c h  a l o t t e r y  w i l l  d o  

x i t t l e  t o  h e l p  t h e s e  i m p o r t a n t  p r o g r a m s  i f  s i m p l y  d e p o s i t e d  

i n  t h e  g e n e r a l  f u n d .

I h a v e  u r g e d  s u c h  a s y s t e m  o f  s u p p o r t  f o r  o u r  P u b l i c  

B r o a d c a s t i n g  s y s t e m  s i n c e  1 9 7 7 .  F o r  m a n y  A l a s k a n s  t h e s e  

b r o a d c a s t  s e r v i c e s  a r e  t h e  o n l y  l i n k  t o  t h e  o u t s i d e  w o r l d  a n d  

i t  i s  i m p o r t a n t  t h a t  a s y s t e m  b e  f o u n d  t o  p r o t e c t  t h e s e  

s e r v i  ces .

Si n e e  r e  1 y,

L e s  R o b i n s o n

M a n a g e r  K D L G  D i l l i n g h a m

P r e s i d e n t  A P R N

LR: kc

CC: A P R N  f i l e .

A non-profit corporation funded by these APRN Member Stations:

KSKA-FM Anchorage* KBKW-AA1 H arrow * KYUK-AM Bethel • KDLG-AM Dillinphant • KUAC-FM Fairbanks* KIIKS-F.M H aines 
KHBI-A.M H om er • KTOO-FM Juneau • KRBD-FM Ketchikan • KMXT-FU Kodiak • KOTZ-A.M Kni/ehuc « KSKO-A.M McGrath
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Handbook of U.S. Lottery Fundamentals

• Overview
• The Myth of the Poor Buying Lottery Tickets, by Dr. John R. Koza
• Case Study:

• Dealing With the Press and the Myths About Lotteries, from a 
presentation by John D.Quinn
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O V E R V I E W

T h e  ex p a n s io n  of th e  lottery industry  in th e  U .S. during th e  
la s t tw o d e c a d e s , clearly  d e m o n s tra te s  th e  positive feelings of 
th e  A m erican  public regard ing  s ta te  lo tteries. N everth e less , 
d e sp ite  the  fact th a t in legislative ac tions, initiatives a n d  
re fe ren d u m s th e  p eo p le  h a v e  s a id  •yes" to lo tteries in 2 2  s ta te s  
p lu s th e  District of C olum bia, o p p o n e n ts  con tin u e  to a t te s t to the  
d a n g e r  a n d  d a m a g e  th a t th e se  a v e n u e -p ro d u c in g  entities 
p rovide. M uch of th is opposition  to s ta te -ru n  lotteries, how ever, is 
su p p o rte d  by m y th s o ften  e rro n eo u sly  a s so c ia te d  with them .

M yths a b o u t w ho  plays th e  lottery ab o u n d . A round 'h e  
country , a lleg a tio n s a re  re p e a te d  in public forum s concern ing  
p lay ers ' econom ic , soc ia l a n d  culti ”al s ta tu s . F e a rs  ab o u t 
p o ten tia l n eg a tiv e  effec ts of lotteries on  the  com m unity a re  often 
ra ised , d e sp ite  th e  fact th a t r e s e a rc h  d o n e  to d a te  ind ica tes 
overw helm ingly favo rab le  resu lts  from legalized  lotteries. And, of 
c o u rse , o n e  of th e  m o s t telling sta tis tic s  is th e  o n e  show ing th a t 
re s id e n ts  w h ere  lo tteries h a v e  b e e n  legalized , a p p ro v e  of their 
lottery by a  v a s t majority.

In m o st c a s e s ,  opposition  to lo tteries s e e m s  to b e  founded  
’re  o n  fear th a n  fact. A gain a n d  again , m isco n cep tio n s refu tab le  

oy authorita tive d a ta  a re  ra ise d  in ?  tblic d e b a te . Lottery 
m arketing  d e p a r tm e n ts  in all s ta te s  regularly  survey  re s id e n ts  in 
an  effort to d e te rm in e  dem o g rap h ics , pu rch asin g  h ab its, a ttitudes 
a n d  g en e ra l lee lings a b o u t th e  lottery, a n d  findings consisten tly  
ind ica te  tha t publics en joy  a n d  su p p o rt s ta te  lotteries.

U nfortunately, lottery su p p o rte rs  a re  usually  p u t in the 
position, not of e guing th e  relative m erits a n d  d isa d v a n ta g e s  of 
lo tteries, but o f ad d re ss in g  rum or a n d  m iss ta tem en t— th e  m yths 
surrounding  lo tteries. T h e  dictionary d efines a  myth a s  a n  
unpro v ed  collective belief tha t is a c c e p te d  uncritically. T h e  m yths 
a b o u t s ta te  lo tteries certain ly  fall into this realm  a n d  carry  with 
them  certain  underlying social a n d  cultural im plications.

W HAT A R E TH E MYTHS SU R R O U N D IN G  LO TT ER IE S?
S o m e  o l th e  p rev a len t m yths a re :
• T h e  po o r p u rc h a se  a  d isproportiona te  am o u n t of lottery 

tickets
• Lotteries a p p e a l to th e  le ss  e d u c a te d
• T h e  lottery fo ste rs  com pulsive gam bling
• T h e  lottery will d e c r e a s e  ta x e s

THE P O O R  P U R C H A S E  A D ISPR O PO R TIO N A TE 

AM OUNT O F LOTTERY TICK ETS
T his is the  prevailing m yth voiced  by o p p o n e n ts  of th e  lottery 

is s u e  today, a n d  y e t it is the  e a s ie s t  o n e  to dispel. N um erous 
s tu d ie s  co n d u c te d  a c ro s s  the  U nited S ta te s  h a v e  d isp roved  the 
theory  th a t the  low est incom e g ro u p s a re  th e  prim ary p u rc h a se rs  
of lottery tickets. R e su lts  of participation re se a rc h , polls an d  
d em o g rap h ic  su rv e y s  h a v e  show n th a t overall, lottery p lay  is 
h e a v ie s t am o n g  m iddle to upper-m iddle incom e players. S tu d ies 
in five lottery s ta te s  (Now York, P ennsy lv an ia , Illinois, Michigan 
a n d  N ew  Je rs e y )  sh o w  that the  h ig h es t level of participation 
c o m e s  from p e rso n s  w h o s e  incom e falls b e tw een  $ 1 8 ,0 0 0  an d  
$ 3 4 ,0 0 0  p e r  year,

R esu lts  of a  su rv ey  co n d u c ted  a t the  e n d  ol California 's first 
g a m e  ind ica ted  that p lay e rs  in California basically  fit th e  incom e 
prolile m en tio n ed  a b o v e . T he California stu d y  ind ica ted  that the

CALIFORNIA
In c o m e  L o v e ls  o f  M o d e ra te  a n d  H eav y  P la y e r s

M o d e ra te H eavy
In c o m e % %

U nder 7 ,000 5 11
$ 7 ,0 0 0 -$ 1 4 ,9 9 9 13 13
$1 5 ,0 0 0  -$ 2 4 ,9 9 9 18 18
5 2 5 ,0 0 0 -$ 2 9 ,9 9 9 16 15
$ 3 0 ,0 0 0 -$ 3 9 ,9 9 9 18 18
$ 4 0 ,0 0 0 -$ 4 9 ,9 9 9 8 12
$5 0 ,0 0 0  o r  m ore 22 13

Sou rce : Information published in The Sacram ento B ee 12 /13 /8 5 .

h ig h es t inc idence  of participate , w as  by p lay ers  with incom es 
ranging from b e tw e e n  $1 5 ,0 0 0  to $35 ,000 . A stu d y  of lottery 
playing by se le c te d  d em o g rap h ics pub lished  in The Sacram ento 
B ee  in D ece m b e r 1985 sh o w ed  th a t 18 p e rc e n t of h eav y  p layers 
h a v e  incom e ra n g e s  of $1 5 ,0 0 0  to $ 24 ,999  a n d  $3 0 ,0 0 0  to 
$ 3 9 ,9 9 9 .

In 1985. th e  re se a rc h  firm of M oore & A sso c ia te s  co n d u c ted  
a  s ta tew id e  study o n  behalf of t h t  M ichigan Lottery a n d  its 
advertising  ag en cy , W.B. D oner a n d  C om pany . O n e  of th e  
prim ary ob jec tives of th e  study w a s  to gain  a  c lea re r  
u n d erstan d in g  of th o se  individuals w ho  play th e  lottery in 
M ichigan. A total of 3 ,0 0 0  te lep h o n e  interview s w ere  co n d u c ted  
for th e  survey. T h e  study  s ta te d  th a t although  it is im possib le  to 
p u t to g e th e r  an  a c c u ra te  profile of a  "typical” g a m e  player, su rvey  
re su lts  indicate th a t th e  m o st active p layers a re  likely to b e  
em p lo y ed  in a  skilled, sem iskilled o r trad e  o ccupation  with a  
h o u se h o ld  incom e of $ 2 0 ,0 0 0  to $29 ,999 .

A ccording to th e  study, 85  p e rcen t of lo tte r/ g a m e  p layers 
rep o rted  th a t they w e re  em ployed  o u tside  th e  h om e, w orked  a s  
h o m em ak ers , w ere  retired, o r w ere  s tu d e n ts  a t  th e  tim e of the 
survey . O f th e se , p e rso n s  em ployed  in skilled, sem i-skilled a n d  
tra d e  occu p a tio n s  m a d e  up  the  la rg es t g roup a t 21 percen t, while 
a ssem b ly  w orkers a n d  unskilled lab o r com p rised  the  se c o n d  
la rg e s t g roup  of p lay ers  a t  19 percen t.

R anking third w ere  p ro fessio n a ls  a t  11 p e rc e n t of total 
p lay ers . H etired  p e rso n s , a long with m anager/adm in istra to r an d  
h o m em ak er ca te g o r ie s  e a c h  m ad e  up  apprc ximately 9  p e rcen t of 
p layers. P e rso n s  in the  a rm ed  forces an d  farm ers m a d e  up  the 
sm a lles t g roup  of g a m e  p layers a t 0.1 p ercen t a n d  0 .3  p ercen t 
respectively .

In te rm s of h o u seh o ld  incom e *• ..-ported by lottery g a m e  
p layers, 25  p e rcen t of all p layers su rv ey ed  fell into the  $2 0 ,0 0 0  to 
$ 2 9 ,9 9 9  incom e ra n g e , with a n  additional 34  p e rcen t reporting 
in co m es ov er $ 3 0 ,0 0 0  a n d  16 p e rcen t reporting in co m es ov er 
$4 0 ,0 0 0 .

A s a  final no te , David W einstein  a n d  Lillian Deitch conclude  
in their book, The Im pact o f Legalized  Gam bling: The 
Socioeconom ic Consequence o f Lotteries, that participation by 
various incom e g ro u p s  is roughly equ a l to their re sp ec tiv e
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p o rcon tago  o l tho total population  a n d  is relatively eq u a l am o n g  all 
incom e c la s se s .

O C C U PA TIO N S O F  ARIZONA INSTANT GAM E
PLA Y ERS

Profossional/T echnical 33 %
C lerical 13%
L aborer/S o  rvice 53%
O th er 1%

Sou rce: Information supp lied by the Arizona Lottery

LO TTER IES A P P E A L  TO TH E L E S S  EDUCATED
This is a  my th ab o u t lo tteries th a t is closely  tied  to th e  id ea  

that low er incom e g ro u p s  buy a  d isproportiona te  am o u n t o l lottery 
tickets. Again, th e  la c ts  d isp rove the  m yth. Information from the 
s ta te  of Michiga t re v e a ls  th a t nearly  8 8  p ercen t of lottery p layers 
h ad  a t  le a s t a  high sch o o l educa tio n . A lm ost 42 p e rcen t of 
p layers rep o rted  e ith e r  a ttend ing  co llege, trad e  o r  technical 
schoo ls, o r  having p o st-co llege  g ra d u a te  ed u ca tio n s . Tho 
sm a lles t p e rc e n ta g e  of p layers— 12.3 p ercen t—rep o rted  le ss  
than  a  high school educa tio n .

CALIFORNIA 
E d u c a tio n  L e v e ls  o f  M o d e ra te  L o tte ry  P la y e rs

P la y e rs %
L ess  th an  high school 4
High schoo l g ra d u a te 28
S o m e  co lleg e /trad e  school 41
C ollege  g ra d u a te 15
P o s t g ra d u a te  training 12

Sou rce: Information pub lished in The Sacram ento B ee 12 /13 /8 5 .

F igures in California sh o w  th a t am ong  h eav y  lottery players, 
41 p e rcen t h a v e  h a d  so m e  co llege  or tra d e  school education , 
while 19 p e rcen t of h eav y  p layers h a v e  le ss  th an  a  high schoo l 
education . Light to m o d e ra te  p lay ers  with co llege  d e g re e s  
re p re se n t app rox im ately  15 p e rc e n t of lottery p layers. Only ab o u t 
5 p e rc e n t of light to m o d era te  p layers a re  p e rso n s  with lo ss than  
high schoo l ed u ca tio n s .

LO TTERIES F O S T E R  C O M PU LSIV E GAMBLING
S tu d ie s  h a v e  sh o w n  that th e  n a tu re  of lottery play d o e s  no t 

provide th e  stim ulus n e c e s s a ry  to hoo k  a  com pulsive gam bler. 
T he com pulsive  g am b le r  is in te re s ted  in th e  e le m e n ts  of risk a n d  
d an g er, skill, excitem en t, co m p etitiv en ess a n d  a  d e g re e  of 
a g g re ss iv e  play. Tho com petitive a n d  ag g re ss iv e  motivational 
e lem en t of gam bling  d o e s  no t app ly  to lottery play. Lottery play is 
too “slow,* too  “boring,* a n d  no t en o u g h  sk'll is involved to k eep  
the  a tten tion  of a  com pulsive gam bler.

In Gambling an d  the Socia l Structure: A Socio log ical Study 
o f Lotteries and  H orse Racing in Contemporary Am erica, E dw ard 
C. D evereux  Jr. s ta te s  that lack of 'c e rta in  kinds of strain* or 
excitem en t in lottery play 'p ro v o k e s  m ore ex p e rien ced  gam blers 
to co n s id e r  lo tteries a  bore.* D evereux  a lso  sa y s  th a t lo tteries a re  
■generally c o n s id e re d  to bo peculiarly fair a n d  equitable* a n d  
’differential skills of p layers, in all lotteries a re  h e n c e  ir re le v a n t..’

T h o se  ch arac te ris tics  o f lottery play force tho  com pulsivo  gam bler 
to  o th - r  a v e n u e s  for gratification.

In addition , Dr. R ohert C u ste r, fo rm er acting  d irec to r of 
m en ta l h ealth  for the V e te ran s A dm inistration in W ashing ton ,
D .C., w ho h a s  d o n e  ox ten siv e  re se a rc h  o n  the  p roblem  a n d  
trea tm en t of com pu lsive  g , nbling, co n c lu d ed  th a t lottery p lay  is 
too slow  to su s ta in  th e  com pulsive gam bler. Tho p u rc h a se  of a  
lottery ticket a n d  the  su b s e q u e n t w ait lor po tential winning a n d  
collection d o e s  no t sa tisfy  the com pulsive  u rg e  of th.- qam blor.

LO TTER IES D E C R E A SE  TAXES
This, m o st obviously, is n o t an  a rg u m en t tha t h a s  b e e n  

vo iced  by o p p o n e n ts  to th e  lottery, b u t it is n o t true either. T h e  
e s ta b lish m e n t of a  s ta te  lottery will no t d e c r e a s e  s ta te  taxes .
But, it will lorestall tho n e c e ss ity  of increasin g  ta x e s  to support 
vital public p ro g ram s. If history is any p reced en t, ta x e s  a re  
a lw ay s going to  go  up. But lo ttery-funded su p p le m e n ts  to s ta te  
tax  re v en u e  su p p o rts  public se rv ices , th e  benefits  of w hich th e  
citizen  will rea lize  w ithout having  to pay  accordingly.

An ex am p le  of th e  role w hich  lottery fun d s sh o u ld  play in 
s ta te  rev en u e  p lan s is stip u la ted  in the  s ta te  constitutional 
a m e n d m e n t w hich e s tab lish ed  th e  California Lottery. It s ta te s  
th a t p ro c e e d s  from th e  lottery will b e  in addition  to— n o t in p lace  
of— funds a lread y  a llocated  for public ed u ca tio n  in California.

Sou rce : W .B. Doner an d  Company Advertising

Sou rce: W .B. Doner an d  Com pany Advertising

O C C U PA TIO N S O F  MICHIGAN LOTTERY PLA Y ERS

O ccu p a tio n s P lay ers Total
% S u rv ey ed  %

Skilled/sem iskilled. L ad es 21.1 20.4
L abor/assem bly , unskilled 18.7 17.4
R etired 9.1 10.3
P ro fessional 11.0 13.7
H om em ak ers 9 .0 8 .9
Clerical/office 8 .6 7 .7
M anager/adm in istraton 9.0 8.4
S a le s 5 .3 4 .7
P o lice/fire/posta l/govem m ent 2 .4 2 .0
O w ner/proprietor 1.9 1.8
T echnical 1.5 1.6
S tu d en t 0 .8 0 .9
F arm er 0 .3 0 .7
A rm ed se rv ices 0.1 0 .4
O th er 1.2 1.2

EDUCATION O F  MICHIGAN LOTTERY PLA Y ER S

P layers Total
% S u rv ey ed  %

L ess th an  high school 12.3 12.6
High schoo l g ra d u a te 46 .0 4 2 .6
S o m e  college 20 .8 2 1 .0
T rade/techn ica l school 2.9 2 .4
C oilege/post g ra d u a te 18.1 21 .5
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IN CO M E L E V E L S  O F  M ICH IG A N  L O T T E R Y  P L A Y E R S

P lay ers Total
Incom e % S u rv ey ed  %

$1 0 ,0 0 0 o r le s s 17.3 18.3
$ 1 0 ,0 0 0 '■$19,999 23.2 22 .8
$ 2 0 ,0 0 0 -■$29,999 25.3 24.6
$ 3 0 ,0 0 0 -■$39,999 18.1 17.2
$ 4 0 ,0 0 0 -■$49,999 7 .9 8 .2
$ 5 0 ,0 0 0 -■S59.999 4.2 4.1
$ 6 0 ,0 0 0 -■$69,999 1.9 2 .0
$ 7 0 ,0 0 0 a n d  ab o v e 2.1 2.8

M ICH IGAN
Profile o f  a Ty p ica l M ichigan Lo ttery  Player

. W hite 

. M ale /Fem ale  

. M arried

. 25-44 y e a rs  o f a g e  

. At le a s t a  high school g ra d u a te  

. Em ployed in a  skilled, sem iskilled o r  trade  occupation  
, H ouseho ld  incom e of $ 2 0 ,0 0 0  - $2 9 ,9 9 9

Sou rce: W .B. Doner an d  Com pany Advertising

Dr. J o h n  Ft. K o z a  is  c h a irm a n  e m e r itu s  a n d  c o - fo u n d e r  o f  S c ien tific  G a m e s , Inc. o f  A tla n ta , G eorg ia , a  lea d in g  su p p lie r  o f  
g a m e s  to th e  s ta te  lo tte ry  m a rke t. H e  h a s  a  B .A . in c o m m u n ica tio n  sc ie n c e , a  M .A . in m a th e m a tic s  a n d  a  M .S . a n d  P h .D . 
in c o m p u te r  s c ie n c e  fro m  th e  U n iversity  o f  M ichigan. D e sp ite  th e  fa c t th a t d a ta  u s e d  in th is a n a ly s is  a re  a  f e w  y e a r s  old, 
th e  fo llow ing  a rticle  b y  Dr. J o h n  Ft. K o za , n e v e r th e le s s ,  re m a in s  o n e  o f  th e  o u ts ta n d in g  p ie c e s  o f  w o rk  in th e  lo ttery  
r e se a rc h  a rea . In it, Dr. K o za  r e v ie w s  th e  m a s s iv e  b o d y  o f  d a ta  th a t e x is ts  o n  w h o  b u y s  lo tte ry  ticke ts , a n d  h e  p r e s e n ts  
fa c tu a l in fo rm a tio n  o n  th e  q u e s tio n  o f  w h e th e r  o r  n o t  th e  p o o r  a c tu a lly  d o  b u y  lo tte ry  tic k e ts  to  a  d isp ro p o rtio n a te  b a sis .

T H E  M Y T H  O F  T H E  P O O R  B U Y I N G  L O T T E R Y  T I C K E T S
By Dr .  J o h n  R.  K o za  

P u b l i s h e d  198 2

O n e  of th e  m o st p e rs is te n t m yths concern ing  lotteries is th a t 
the  po o r buy a  d isp roportiona te  s h a re  of the  tickets. T he im age is 
th a t of a  poor, b lack  w elfare  m o th er sq u a n d erin g  h e r monthly 
w elfare c h eck  o n  lottery tickets w hile h e r  h e lp less  children go 
hungry. T h e  s ta te m e n t th a t the  poor buy a  d isproportionate  
n u m b er of lottery tickets a lm o st invariably is jo ined by the  
s ta te m e n t th a t lottery tickets (ev en  though voluntarily p u rch ased ) 
a re  so m e  kind of 're g re ss iv e  tax ’ on th e  poor.

T h e re  is p robably  n o t o n e  of the  lottery s ta te s  in th e  United 
S ta te s  th a t d o e s  n o t h a v e  its re s id en t p ro fesso r w ho periodically 
holds a  p re ss  c o n fe re n c e  a n d  a n n o u n c e s  that the  po o r a re  
disproportion sly buying lottery tickets. T here  is certainly not 
o n e  legislative hearing  in a  non-lottery s ta te  which d o e s  no t h e a r  
a t  le a s t o n e  su c h  re s id en t o r o u t-o f-sta te  'ex p e rt' solem nly 
testifying that a  s ta te -o p e ra te d  lottery will p rom ote  everything 
from b roken  h o m e s , public d ru n k e n n e ss , o rg an ized  crim e, an d  
unem ploym ent, to s tre e t m uggings. And, of co u rse , the  
s ta te m e n t is a lw ay s m a d e  th a t th e  p o o r buy lottery tickets 
disproportionately.

W ithout excep tion , in sp ite  of fine cred en tia ls  in their actual 
a re a s  of exp ertise , the  'ex p e rts ' providing this testim ony never 
p re se n t an y  ac tu a l su rv ey s , s tu d ies o r ev id en ce  that support 
their testim ony th a t tho po o r d isproportionate ly  buy lottery 
tickets. In m an y  c a s e s ,  th e  'ev id en ce ' c o n s is ts  of trying to 
boo tstrap  n e w s p a p e r  artic les ab o u t similar pre vious w isuoported  
s ta te m e n ts  into so m e  kind of reaiity.

C uriously, th e  belief th a t th e  po o r buy lottery tickets se e m s 
to b e  especia lly  p rev a len t am o n g  so m e  of the  p eo p le  w ho 
constitu te  th e  decision-m aking  lead e rsh ip  in o u r country in 
b u sin e ss , gov ern m en t, un iversities a n d  leg islatu res.

T he p u rp o se  of this article is to review  the  m assiv e  body ol 
ac tual d a ta  that ex is ts  on  w ho  actually  buys lottery tickets a n d

p re se n t so m e  factual inform ation o n  the  q uestion  of w h eth er o r  not 
th e  po o r actually  do  buy lottery tickets to a  d isproportionate  
b a s is . T h e  a p p ro a c h  an d  co n clus ions herein  a re  n o t b a s e d  on 
colorful, iso la ted  individual e x a m p le s  bu t ra th er upon an  
e x h au stiv e  exam ination  o) th e  m assiv e  reco rd s of actual lottery 
w inners m ain ta ined  by th e  v arious s ta te  g o v ern m en ts  involved.

W HAT TH E PU BLIC THINKS
B efore getting  into our m ain  questio n s , how ever, w e  n e e d  to 

e n  p h as ize  a  very  im portan t point. N am ely, w h a tev er so m e  of the 
'bu tter inform ed' dec is io n -m ak ers m ay think ab o u t this issu e , the 
public a t la rg e  d o e s  no t be lieve  this myth. In 1980, Public 
R e sp o n se  A sso c ia te s  of S a n  F ran c isco  (P P ,t) , a  p rofessional 
public opinion survey  com p an y , c o n d u c ted  th ree  s e p a ra te  public 
opinion su rv ey s  in th re e  jurisd ictions w h ere  lottery refe ren d u m s 
w e re  on  th e  N ovem ber 4 ,1 9 8 0  gen e ra l election ballot.

T h e se  th ree  a r e a s  w ere  A rizona, C olorado a n d  th e  District of 
C olum bia. In e a c h  jurisdiction, approxim ately  600  reg iste red  
vo te rs  (random ly se le c te d  to b e  rep re sen ta tiv e  of th e  e lec to ra te  in 
th a t jurisdiction) w e re  in terv iew ed to d e term ine  their a ttitudes 
ab o u t a  s ta te  lottery a n d  their voting intentions on th e  lottery 
qu estio n  in the  upcom ing  election . T he interview s w ere  co n d u c ted  
by te lep h o n e  in M arch 1980 in A rizona; in both May a n d  O cto b er in 
C olorado; an d , in S e p te m b e r  in th e  District of Colum bia.

O n  the  b a s ic  q uestion  of w h e th e r o r not the  p e rso n  favored 
th e  lottery, th e  p e rc e n ta g e s  in th e  su rv ey s w ere  be tw een  55 
p e rcen t a n d  57 p e rc e n t favorable  in all jurisdictions. All three 
re fe ren d u m s w ere , in fact, su b seq u en tly  app ro v ed  in the  ac tual 
e lection  on  N ovem ber 4 ,1 9 8 0  by p e rc e n ta g e s  of 52 percen t, 60 
p e rcen t a n d  64 p e rc e n t  T he d a ta  from th e se  su rv ey s a re  
c o n s id e re d  statistically ... ’ -o ie  (a s  of the  tim e they w ere  taken) 
within a  ra n g e  ol p lus o r m inus 3 p e rc e n ta g e  points.
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T h e  th ree  su rv ey s  sh o w ed  th a t 81 p ercen t of th e  public 
believed  th a t buying a  lottery ticket w ould ap p ea l to the  a v e ra g e  
p erso n  a n d  no t th e  poor.

TABLE I

Q U ESTIO N : I'm  g o in g  to  r e a d  s o m e  s ta te m e n ts  
p e o p le  h a v e  m a d e  a b o u t  s ta te -o p e r a te d  lo tte r ie s .
P le a s e  tell m e  w h e th e r  y o u  a g r e e  o r  d i s a g re e  w ith  
e a c h  s ta te m e n t.

E £P .C  ENT AG R E EjNG

STA TEM EN T

P eo p le  a re  going to g am b le  
no  m atter w hat

It m a k e s  no  d ifference to m e 
if so m e o n e  w an ts  to g am b le  
on  a  lottery

If w e  au tho rize  so m e  form s 
of gam bling , it will c o n ­
tribute to a  b ad  m oral c lim ate

If w e h a v e  a  s la te -o p e ra te d  
lottery, w e  will so o n  h a v e  
cas ino -type  gam bling

T he only o n e  w ho  is going to 
g e t any  benefit o u t of a  s ta te  
lottery is its p rom oters

All lead ing  law  en fo rc em en t 
a g e n c ie s  will be  a g a in s t a  
s ta te -o p e ra te d  lottery

AZ C O  D.C.

88% 88% 86%

84

29

24

21

85

21

21

21

18 14

78

29

2 7

21

20

C R O SS-TA B U LA TIO N  O F  R ESU LTS
In bo th  the  A rizona a n d  th e  District of C olum bia su rveys, th e  

p e rc e n ta g e  of peo p le  d isbelieving the  s ta te m e n t th a t the  poor 
disproportionately buy lottery tickets w a s  c ro ss -tab u la ted  a n d  is 
availab le  accord ing  to w h e th e r  o r  no t th e  re sp o n d e n t in tended  to 
vo le  in lavor of hav ing  a  lottery in the  upcom ing election . A m ong 
th o se  favoring th e  lottery, 94 p e rc e n t d isbe lieved  th e  s ta te m e n t 
ab o u t th e  poor in A rizona a n d  88  p e rcen t d isbe lieved  the 
s ta te m e n t in the District of Colum bia.

M ore interestingly, am o n g  th o se  opposing  th e  lottery, only 
30  p ercen t of th o se  in A rizona believed  th e  s ta te m e n t ab o u t the 
poor a n d  only 23 p e rc e n t of th o se  in th e  District of C olum bia 
believed the  s ta te m e n t. T h a t is, only a  minority of e v e n  th o se  w ho 
o p p o se d  th e  lottery believed  th a t the  po o r d isproportionately  buy 
lottery tickets.

In th e  C olorado survey , th e  p e rc e n ta g e  of p eo p le  
disbelieving the m yth ab o u t the  poor w a s  c ro ss -tab u la ted  an d  is 
availab le  accord ing  to w h eth er the  re sp o n d e n t sa id  h e  o r sh e  
would p u rc h a se  a  lottery ticket if the  lottery w as ultim ately 
app roved .

A m ong th o se  say ing  they  would p u rc h a se  a  ticket, 95 
p ercen t d isb e liev ed  the  s ta te m e n t ab o u t the  poor. A m ong th o se  
saying th ey  would no t p u rc h a se  a  ticket, only 29 p e rc e n t believed  
the  s ta te m e n t a b o u t th e  poor. T hat is, only a  minority of ev en  
th o se  w ho did n o t in tend  to e v e r  partic ipa te  in tho lottery bolioved 
th e  s ta te m e n t a b o u t the  poor.

In fact, in a  repo rt review ing th e  surveys, Public R e sp o n se  
A sso c ia te s  sa id : "O ver the  p a s t  year, w e h av e  co n d u c ted  
sta tew id e  su rv ey s in se v e ra l a r e a s  concern ing  v o te rs ' sen tim en ts  
ab o u t legalized  gam bling  initiatives (primarily s ta te -su p o rv ised  
lotteries). T ho  findings from all su rveys a re  co n s is te n t—m o st 
p eop le  w ould  like their s ta te  to es tab lish  a  legal, s ta te -o p e ra te d  
lottery. M oreover, th e re  a re  relatively few fears th a t the 
legalization of gam bling  will le ad  to a  b a d  m oral clim ate.’ Also PRA 
a d d e d : "M ost v o te rs  h a v e  positive a ttitudes a b o u t the notion of a  
lottery, lew  a re  c o n ce rn ed  ab o u t the  'often a s s u m e d ' negative  
a s p e c ts  of a  lottery."

T he re su lts  of so m e  o th e r  attitude q u es tio n s  on  lotteries a re  
p re se n te d  in T ab le  I.

FA C T O R S  ENTERING INTO THE PU R C H A SE  
DECISION

O v er th e  p a s t year, Scientific G a m e s Inc. h a s  u n d ertak en  a  
sy s tem a tic  an a ly s is  of both  dem o g rap h ic  an d  psychological 
facto rs th a t e n te r  into th e  c o n su m e r's  p u rc h a se  decision  for 
v arious lottery p roducts.

O n e  p h a s e  of this w ork h a s  co n s is ted  of a  sta tistical a n d  
d em o g rap h ic  an a ly s is  of every  reco rd ed  w inner of a  large prize in 
every  lottery g a m e  sin c e  th e  very beginning of e a c h  lottery 
involved. T h e  study  included  all w inners ol all la rg e  prize levels of 
all g a m e s  o f all ty p es for w hich the  prize claim ing a n d  prize 
p ro ced u re  c a p tu re s  th e  n a m e s  an d  a d d re s s e s  of a  rep resen ta tiv e  
c ro ss -sec tio n  of w inners of tha t g am e .

T he study  included w inners in all su c h  g a m e s  for the en tire 
period  of e x is te n c e  of e a c h  lottery. This ongoing study  h a s  so  far 
ex am in ed  th e  d em o g rap h ics of lottery p layers in five of the m o st 
popu lous lottery s ta te s : N ew  York, P ennsy lvan ia , Illinois.
Michigan a n d  N ew  Je rs e y . T h e se  five s la te s  h a v e  a  total 
population  in e x c e s s  of 5 7  million p eo p le  (abou t 38  million adults), 
w hich is a b o u t tw o-thirds of th e  population of th e  15 s ta te s  in the  
U .S. o pera ting  lo tteries in the sa m e  time period.

S o  far, this study h a s  e n c o m p a s se d  6 .5  million reco rd ed  
w inners of la rg e  p rizes in 140 different lottery g a m e s  that th e se  
five lo tteries h a v e  run  sin c e  their inception (which ran g ed  from 
1971 to 1976). A lm ost o n e  million additional w inners of large 
p rizes w ere  n o t included  in th e  stu d y  b e c a u s e  they  w ere  no t 
re s id e n ts  of th e  s ta te s  in which they  h a d  cla im ed  their lottery 
prize. To give  so m e  p ersp ec tiv e  to the m agn itude  of the d a ta  
b a s e  u s e d  in this s tu d y — on th e  a v e ra g e  o n e  adu lt in six in th e se  
five pop u lo u s s ta te s  h a s  w on a  reco rd ed  large p rize from th e s e  
lo tteries o v e r th e  five to 10 y e a r  tim e period involved.

In perform ing th is an a ly s is  of the dem o g rap h ic  an d  
psychological b a s is  for lottery p u rc h a se  decisions, Scientific 
G a m e s  h a s  draw n upo n  th e  com pu terized  d a ta  b a s e  an d  survey  
analysis se rv ices  prov ided  by th ree  leading m arket re sea rch  
se rv ices— C.A.C.I. of R osslyn , Virginia (which inven ted  the 
'A C O RN ' sy s te m  fcr classifying residential n e ighborhoods using  
zip co d e s ), th e  C laritas C orporation, a lso  of R osslyn , Virginia 
(which c re a te d  th e  'REZID E' d a ta  b a s e  of F ed e ra l C e n su s  d a ta  in 
zip co d e  form ), an d  the  S tan fo rd  R e se a rc h  Institute (which 
prov ides a  psychological a n d  sociological p ersp ec tiv e  on 
co n su m e r buying p a tte rn s  in its 'V alues a n d  Lifestyles' program ). 
T he incom e d a ta  u s e d  to p ro d u ce  the  d a ta  lor this article relied 
upo n  the  'R EZID E ' d a ta  b a se .

T he 6 .5  million reco rdod  w inners of la rge  p rizes lived, a t  the  
tim e of their w inning, in a  total of 7 ,020 different zip co d es lying in 
th e  five s ta te s  involved. T h e se  7 ,020  zip c o d e s  a v e ra g e d  ab o u t 
8 ,1 0 0  p eo p le , ab o u t 5 ,5 0 0  ad u lts , an d  ab o u t 2 ,500  ho u seh o ld s.

If o n e  c o n s id e rs  only th e  larger zip c o d e s  (i.e., the  2 ,110  zip 
c o d e s  in th e  five s ta te s  having a  population of a  le a s t 5 ,000 
p eop le , a n d  th e se  zip c o d e s  con ta in  89  p e rcen t of the  population 
of the live s ta te s ) , w e  find a n  a v e ra g e  of 3 ,082  reco rd ed  lottery
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w inners in e a c h  su c h  larg e  zip co d e . This n u m b er of peop le in 
each  cf th e s e  2 ,110  large zip c o d e s  is m o re  than  twice the 1,500 
or so  re sp o n d e n ts  com m only u s e d  in national public opinion 
surveys.

Tho p ro cess in g  of this m a ss iv e  am o u n t of d a ta  required  
h u n d red s of hou rs of co m p u ter time a n d  sev era l th o u sa n d  hours 
of co m p u ter program m ing tim e.

ACHIEVING RANDOM SA M PL E
B e c a u so  w inning in th e  lottery is "random ,’ tho subgroup  of 

p layers w ho  win a t  th e  various lottery g a m e s  is a  statistically 
perfect random  sa m p le  of the  p layers. S in ce  non-redem ption  is 
very low in lottery g a m e s , th e  suu g ro u p  of p layers w ho claim  their 
prizes is essen tia lly  the  s a m e  a s  the  g roup  of p lay ers  w ho win.
T he overw helm ing m ajority of big w inners claim  their own prize (or. 
a t m ost, a re  claim ing th e  prize for so m e o n e  in the  sa m e  family o r 
h ouseh o ld  a s  th em se lv e s)  so  th a t the  a d d re ss  on the  claim  is 
a lm ost alw ays the  co rrec t a d d re s s  of th e  - ctual ticket buyer.

It shou ld  b e  rem e m b e re d  that, in e a c h  c a s e , a  s ta te  ch eck  
w a s  m ailed  to th e  w inner a t  this reco rd ed  ad d re ss . T he s ta te  
check  w a s  m ailed, in e a c h  c a s e ,  a fter the  claim ant p re se n te d  a  
valid w inning lottery ticket to a n  official s ta te  lottery claim  c e n te r  
an d  sig n ed  the  ticket an d  claim  form. T h e  n a m e s  an d  a d d re s s e s  
of th e se  big w inners a re  co n ta in ed  in the  lottery 's com puterized  
files of c la im an ts of its various g a m e s , a n d  su ch  files hav e  b e e n  
su b jec ted  tc u m ero u s internal a n d  external audit p ro cedures.

In p repara tion  for this study , Scientific G a m e s  co llected  the 
first n am e , a d d re ss , an d  zip c o d e  of all su c h  centrally-paid an d  
cen trally -recorded  big w inners of the  lottery 's various g am es .
This list of big w inners w a s  refined so  a s  to include only big 
w inners with valid zip c o d e s  within the  s ta te  involved.

All of the  co m p u te r program m ing a n d  analysis in this study 
w a s  perfo rm ed  by Scientific G a m e s . N either C.A.C.I., C laritas, 
nor S .R .I. h a s  b e e n  involved in su g g e stin g  the des ign  ol tho 
com pu ter p rog ram s, in writing th e se  com p u ter program s, in 
perform ing the  analysis, in reach ing  the  conclusions herein , o r  in 
the  p repara tion  of this article, a n d  accordingly, they  b e a r  no 
responsibility for an y  conclusions herein .

EVOLUTION O F G A M ES IN TH E 7 0 s
T he d a ta  b a s e  of 6 .5  million w inners re p re se n ts  140 different 

lottery g a m e s  run by th e  five s ta te s . T h e  N ew  Je rs e y  Lottery w a s 
e s tab lish ed  in 1971; the  P en n sy lvan ia  a n d  Michigan Lotteries 
w ere e s tab lish ed  in 1972; the  Illinois Lottery w as  s ta rted  in 1974; 
an d  the  N ew  York Lottery w a s  re e s ta b lish e d  in 1976. The first four 
of th e s e  s ta te s  b e g an  their o o era tio n s by offering th e  public a  50- 
cen t draw -type w eekly lottery ticket. O ver the y ea rs , e a c h  of 
th e se  s ta te s  varied  the  des ign  of its b a s ic  5 0 -cen t w eekly g a m e  
incorporating a  variety of different th e m e s , w ays of winning, an d  
w ays of aw arding the  g ran d  prizes.

E ach  of th e s e  s ta te s  a lso  in troduced  additional draw -typo 
g am e s , ca lled  'overlay ' g a m e s . T h e se  overlay  g a m e s , which 
typically so ld  for $1, w e re  run in conjunction with the  basic  50- 
c en t g a m e s . In m an y  c a s e s ,  th e se  overlay  g a m e s  featu red  a  
m ultitude of w ays of winning. T he overlay g a m e s  in Illinois m ostly 
fea tu red  sp o rts  th em es . In sev era l c a s e s , 3-digit th e m e s w ere  
used .

In 1975, four of th e se  five s ta to s  in troduced rub-off SI 
instan t g a m e s . Now York b e g a n  its opera tio n s in 1976 with a  51 
instant g am e . S in ce  then , th e  five lo tteries h av e  rur. a  total of 76 
different $  1 in stan t g a m e s  incorporating a  wido variety of different 
th em es a n d  g a m e  desig n s.

In addition, four ol tho five s ta te s  ran  special draw  type 
g a m e s  a t $ 5  a t various lim es, an d  New York ran  a  serioc of se v en  
'Olympic' lottery g a m e s  a t  $ 10. Tw o s ta te s  ran  specia l Ho, so

R a c e  g a m e s  a t  $ 2  p e r  tick e t N ew  York a lso  offered a  K eno gam e . 
Finally, all five s ta te s  now  h a v e  3-digit daily num bers g a m e s ; four 
h a v e  4-digit n u m b e rs  g a m e s ;  an d  two h a v e  a  6-digit nu m b ers 
g a m e  (i.e ., th e  N ew  York a n d  N ew  J e rs e y  Lotto g am es).

DISTRIBUTION O F  H O U SEH O LD  INCOME
T ab le  II sh o w s th e  distribution of househ o ld  incom o o l the 

6 .5  million p e rso n s  w ho  a re  re c o rd e d  a s  having w on a  large  prize in 
th e  140 lottery g a m e s  involved. H ouseho ld  incom e is divided into 
s e v e n  c a te g o rie s  (b a s e d  on  1980 dollars). T h e se  ca teg o rie s  start 
a t  th e  'U n d er 5 6 ,7 0 0 ' an n u a l h o u se h o ld  incom e category  a n d  
r a n g e s  upw ard  to the  'O v er 5 5 6 ,0 0 0 ' ca tegory . T he p e rcen t of the 
U .S . population  with e a c h  h o u se h o ld  ca teg o ry  is p re se n te d  a t  the 
bottom  of th e  tab le . F or ex am p le , 17.3 p e rcen t of the  U .S. 
population  h a v e  h o u se h o ld  in co m es of u n d er $6 ,700  in 1980 
dollars.

T h e  140 d ifferent lottery g a m e s  h a v e  b e e n  an a ly zed  
se p a ra te ly ; how ever, for th e  p u rp o se s  cf this table, g a m e s  of the 
s a m e  type selling a t  th e  s a m e  price ir: the  s a m e  s ta te s  h a v e  b een  
g ro u p e d  together. T his p ro d u c e s  24 groupings of g a m e s . T hen, 
for e a c h  of the  se v e n  h o u se h o ld  incom e ca teg o rie s , an  'index ' h a s  
b e e n  c re a te d  to ind icate  the  d e g re e  to which the incom e ca teg o ry  
p artic ip a tes  in e a c h  of the  24 g roup ings of lottery g am e s .

T hu s, for ex am p le , th e  index n u m b er of 135 ap p ea rin g  in the 
u p p e r  left co rn er of T ab le  II for N ew  Je rs e y 's  n ine 51 in stan t 
g a m e s  m e a n s  tha t participation in N ew  J e rs e y 's  n ine S1 in stan t 
g a m e s  by the  'O ver 5 5 6 ,0 0 0 ' incom e category  in New J e rs e y  is 35 
p e rc e n t h igher th an  this incom e ca teg o ry  re p re se n ts  in the 
population . An index n u m b er below  100, su ch  a s  the  6 7  found for 
N ew  Je rs e y 's  in stan t g a m e s  in th e  'U nder $6 ,7 0 0 ' incom e 
c a te g o ry  m e a n s  th a t participation in N ew  Je rs e y  in the  n ine S1 
in s tan t g a m e s  am o n g  this low -incom e ca teg o ry  is a t a  ra te  of only 
6 7  p e rc e n t of w h a t it w ould  b e  if this incom e category  partic ipated  
in proportion to its p re se n c e  in the  population.

T h e  inform ation for th e  51 in stan t g a m e s  (which re p re se n ts  
o v e r  half of the  140 g a m e s  a n d  an  e v e n  g re a te r  portion of the  total 
lottery r e v e n u e s  involved) is p re s e n te d  in G raph  I. This g rap h  is 
b a s e d  on  1.3 million re c o rd e d  w inners in th e s e  76 instan t g a m e s .

In this g raph , th e  se v e n  incom e ca teg o rie s  a re  p re se n te d  for 
e a c h  ol the  five s ta te s . T h e  b lack  b a r  a t  the  right e d g e  of e a c h  
c lu s te r  of b a rs  r e p re se n ts  th e  p e rc e n ta g e  of the  national 
population  th a t falls into the  g iven h o u se h o ld  incom e category .
A s c a n  b e  s e e n , th e  p e rc e n ta g e  of th o se  with househ o ld  incom es 
a b o v e  $ 5 6 ,0 0 0  is 4 p e rc e n t nationally . And, in four of the  five 
lottery s ta te s  show n, this ca teg o ry  p artic ipa tes in $1 in stan t 
lottery g a m e s  a t slightly a b o v e  their p e rc e n ta g e  of the  population.

C onversely , in n o n e  of th e  five s ta te s  is the  participation by 
p e r so n s  with h o u se h o ld  in co m es below  $ 6 ,700  ab o v e  the  national 
a v e ra g e . This is a lso  th e  c a s e  for th e  $6 ,701 to S 10,999 incom o 
categ o ry , In fact, it is no t until the  ab o v e  a v e ra g e  incom e 
ca te g o ry  of $ 2 3 ,0 0 0  to $ 3 3 ,0 0 0  that the  participation in all live 
s ta te s  r ise s  a b o v e  the  national a v e ra g e . Tho conclusion  is that 
participation in $  1 in stan t g a m e s  is d isproportionately  low am ong  
th o se  ol low er incom es.

C O R R ELA TIO N  WITH PR IC E  O F TICKET
R eturning now  to T ab le II, w e  n o te  that tho first five row s of 

index  n u m b e rs  c o rre sp o n d  with tho d a ta  in G raph I.
T h e  nex t typo ol lottery g a m o  in T able II is tho 50-cen t 

w eek ly  draw -typo  lottery g a m e . H ere  again , a s  with the  $1 instant, 
tho p o o r partic ipate  p roportionately  le s s  than  their portion of the 
population . T h e  sa m e  conclusion  app lies to the  $1 w eekly draw - 
type g a m e s  (which w e re  m ostly  the  so -ca lled  'overlay g a m e s ') , tho 
$2  'H o rse  R a c e ' g a m e s , th e  S5 draw -typo g a m e s , tho $ 1 0  draw - 
typo g a m o s , lotto a n d  keno .
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G ra p h  I T h is  g r a p h  s h o w s  th e  p e r c e n ta g e  o f U .S . p o p u la tio n  h a v in g  th e  r a n g e s  o f  h o u s e h o ld  in c o m e  sh o w n  
a n d  th e  p e r c e n ta g e  o f in s ta n t  lo t te ry  g a m e  p la y e r s  in 5  s t a t e s  w ith  t h a t  lev e l o f  in c o m e . N o te  
th a t  lo w e r  in c o m e  In d iv id u a ls  p a r t ic ip a te  le s s .
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This graph b based on analysis of 1,319,424 recorded winners of largo prizes from 76 Inslanl games from S lottery stales. The data 
represents all valid, Instate, centrally-recorded winners In all 76 Instant gomes In all 5 states from the time of each state's Inception 
ol Instant games In 1975 (or 1976, lor New York) until spring 1981. The analysis was performed by Scientific Games Inc. of Atlanta, Georgia.

G r a p h  II T h is g raph  sh o w s the  p e rc e n ta g e  of p e rso n s  with h o u se h o ld  incom e below  $ 6 ,7 0 0  (in 1980 do llars) in each  
of 2 4  c a te g o r ie s  o f lo ttery  g a m e s  co n d u c ted  by 5 s la te  lo tte rie s . N ote th a t th e s e  low er incom e Individuals 
p a rtic ip a te  le s s  in every  in s ta n c e .
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This graph Is based on anafysb of 6,504,237 recorded winners ol large prizes from 140 dtferent lottery games In 24 categories from 5 tottery 
states. The data represents all valid. Instate, centrally-recorded winners In ai 140 games In all 5 states from the time ol each totter/s 
Inception (which ranged from 1971 to 1976) until Spring 1981. The analysis was performed by Scientific Games Inc. of Atlanta, Georgia.
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A s o n e  w ould ex p ec t, th e  participation of the  h igher-incom e 
ca teg o ries in c re a se s  a s  th e  ticket price in c re a se s . T he 3 1 0  New 
York Olym pic draw -type ticket h ad  a n  index of 148 of participation 
in the  over-$56 ,000 incom e catego ry .

Although w e  hav e  n o t p re se n te d  e a c h  of the  140 different 
lottery g a m e s  se p a ra te ly  in T ab le II. th e  g a m e s  of the s a m e  type 
a n d  the  sa m e  price in th e  s a m e  s ta te  typically h a v e  virtually 
indentical index num b ers. In n o n e  of th e  140 lottery g a m e s , run 
over the  five- to 10-year period  by th e  five s ta te s ,  did the  lower 
incom e ca teg o rie s  partic ipate  to a  d e g re e  e v e n  eq u a l to their 
p e rcen tag e  of th e  population  (i.e., all th e  ir-dex n u m b ers  for all 140 
individual g a m e s  w ere  be lo w  100—ju st a s  they  a re  in T ab le  II for 
24 groupings of gam es).

INDEXING SEPA R A TELY  F O P  EACH STA TE
In addition, w e sh o u ld  point o u t th a t o n e  c a n  a lso  index the 

sa m e  d a ta  to th e  various s ta tew id e  h o u se h o ld  incom e 
distributions. T he m ed ian  h o u se h o ld  in co m es for the  five s ta te s , 
for ex am p le , vary from 101 p ercen t of the  national m ed ian  to 119 
p ercen t of the  national m ed ian .

H ow ever, ev en  if th e  indexing is d o n e  for e a c h  s ta te  
se p ara te ly  (this is, ag a in s t th e  five different sta tew id e  
distributions), the  conclusion  is still the  sa m e ; th a t is, th e re  is 
n o n e  of th e  140 lott-iry g a m e s  in th e  five s ta te s  (an d  n o n e  of the 
24 g roup ings of gam es) o v e r  the  five- to 10 -year period for w hich 
the  low er incom e ca te g o rie s  partic ipate  a t  a  ra te  ev en  eq u a l to 
their p e rc e n ta g e  in the population . In all c a s e s ,  their participation 
is lower.

P R O G R E SSIO N  O F L E S S E R  PARTICIPATION BY 
PO O R

G raph  II is an o th e r p resen ta tio n  of th e  d a ta  from T ab le  I a s  it 
re la tes to th o se  p e rso n s  with a  h o u seh o ld  incom e of u n d e r  $6 ,700  
in 1980 dollars. It show s graphically  ag a in  th a t for n o n e  of th e  24 
groupings of lottery g a m e s  d o e s  the  participation of th e  poor ev en  
equal their p e rcen tag e  of th e  population.

It a lso  sh ow s a  p ro g ressio n  of this le s s e r  participation by the 
poor ranging from a  low index  of 65  (for N ew  Je rs e y 's  $5  draw -type 
g am e) to a  high index of 9 7  for N ew  York's w eek ly  lotto g a m e . As 
exp ec ted , m any of the  m o re  ex p en siv e  tickets h a v e  especially  
low participation am ong th e  poor.

A nother w ay to co n s id e r th e  s a m e  d a ta  is to co n s id e r the 
a re a s  o l the  s ta te  for w hich s a le s  a re  a v e ra g e , be lo w -av erag e  an d  
ab o v e -av e rag e . To illustrate this ap p ro ach , w e  p re se n t this d a ta  
for N ew  York's 17 $1 in s tan t g a m e s  in T able III. New York w a s  
c h o se n  b e c a u s e  its h o u se h o ld  incom e profile for lottery g a m e  
p layers w a s  m o st rep re sen ta tiv e  of th e  a v e ra g e  of the  five s ta le s  
involved.

For this pu rp o se , a n  a r e a  w as  defined  a s  having 'ab o v e - 
a v e ra g e ' s a le s  if the  s a le s  index  for th a t zip co d 9  a v e ra g e d  25  
p ercen t o r  m ore (over th e  17 g a m e s )  ab o v e  th e  sta tew id e  level.
An a r e a  w a s  defined a s  having 'b u low -average ' s a le s  if th e  sa le s  
index a v e ra g e d  25 p e rcen t o r  m ore below  th e  sta tew ide  level. The 
rem aining a r e a s  w ere  c o n s id e re d  'a v e ra g e .' This ap p ro ach  p laced  
ab o u t 24 p ercen t of the  N ew  York population into ab o v e -a v e ra g e  
sa le s  a re a s ;  ab o u t 43 p e rc e n t into a v e ra g e  s a le s  a re a s ;  a n d  
ab o u t 3 3  p e rcen t into b e lo w -av erag e  sa le s  a re a s .

DIFFERENT A PPR O A C H  YIELDS SA M E R ESU LTS
Having th u s divided th e  s ta le  into th ree  distinct a r e a s  b a s e d  

on  the  ac tu a l occu rren ce  of reco rd ed  lottery w inners (an d  h en ce  
players), w e  ex am in ed  the  h o u se h o ld  incom o distribution lor the  
th ree  a re a s . To facilitate co m p ariso n , w e  h a v e  p re se n te d  this 
d a ta  in the  form of indexed  n u m b ers in T ab le  III.

O n e  c a n  s e e  im m ediately that th e  incom e profile of the  a re a s  
of the  s ta te  having a b o v e -a v e ra g e  s a le s  h a v e  relatively h igher

rep resen ta tio n  of th e  h igh-incom o c a te g o r ie s . T h e  s a m e  is true of 
thb a r e a s  o ' tho s ta te  having a v e ra g e  sa le s .

H ow ever, for th e  a r e a s  of th e  s ta te  having belo w -av erag e  
s a le s , th e  incom e distribution is bim odal. It c o n ta in s  th e  'poor* 
a n d  it a lso  con ta ins a  significant re p re sen ta tio n  of very high 
incom e peoplo . T h e  m ain  point, how ev er, is th a t tho low er-incom e 
c a te g o r ie s  a re  relatively u n d e r re p re s e n te d  in both  the  a v e ra g e  
a n d  the  ab o v e -a v e ra g e  s a le s  a r e a s  a n d  th a t th e  low er-incom e 
c a te g o r ie s  a re  o v e rre p re se n te d  only in the  b e lo w -av erag e  s a le s  
a re a s .

T hus, using this slightly different persp ec tiv e , the  
conclusion  is ag a in  th e  s a m e . N am ely , tha t the  po o r partic ipate  in 
th e  lottery g a m e s  a t  a  d isp roportiona te  ra te  a s  c o m p a re d  to their 
p e rc e n ta g e  of the  population .

W e believe thut th e  re su lts  of th is a n a ly s is  of the  
participation of low er-incom e individuals in lottery g a m e s  shou ld  
b e  co n s id e red  definitive, s in c e  it is b a s e d  o n  all valid, in-state , 
cen trally -recorded  w in n ers  of large p rizes in all 140 different 
lottery g a m e s  th a t w e re  run  by the  five s ta te s  involved during the  
en tire  five- to 10-year p erio d  in w hich e a c h  s ta te  h a s  b e e n  
operating  a  s ta te  lottery.

T he co nclusions h ere in  a re  b a s e d  i ,  in  th e  fact th a t 
6 ,5 0 4 ,2 3 7  s ta te  prize p a y m e n t c h e c k s  w e re  m ailed  to 6 ,5 0 4 ,2 3 7  
individuals during the  10 -year period  in r e s p o n s e  to their 
p resen tin g  a  valid, random ly-w inning lottery ticket to th e  official 
s ta le  lottery claim  cen te r . T he d a ta  b a s e  u s e d  for this a n a ly s is  is 
n o t only ex trem ely  large , it is essen tia lly  co m p le te  in th e  s e n s e  
th a t th e re  is no  m ore d a ta  availab le  an y w h ere  on  th e  n a m e s  an d  
a d d re s s e s  of ac tual lottery p layers in th e s e  s ta te  lotteries.

It m ight b e  a d d e d  th a t this conclu s io n  h a s  b e e n  well known 
by all s ta te  lottery officials for y e a rs  (in sp ite  of th e  p e rs is te n t 
m yth to th e  contrary).

O n e  m ight a d d  th a t in the  co u rse  of des ig n in g  a n d  producing  
lottery g a m e s  for 14 of th e  15 s ta te  lo tteries over th e  p a s t  e ight 
y e a rs , literally d o z e n s  of different public opinion su rv ey s  a n d  
m arket re se a rc h  s tu d ie s  h a v e  co m e  to m y a tten tion  a n d  the 
atten tion  of my a s so c ia te s . T h e se  s tu d ie s  h a v e  b e e n  co n d u c ted  
by a  variety of different polling organ iza tio n s, advertising  
a g e n c ie s , a n d  m ark e t re se a rc h  c o m p a n ie s  using  a  variety  of 
te ch n iq u es  an d  m ethodo log ies.

In every  sing le  c a s e ,  if a n  incom e profile of th e  lottery 
p lay ers  w a s  part of the  s tu d y  (an d  it a lm o st alw ays w as), the 
participation of low -incom e individuals w a s  le s s  th an  their 
p e rc e n ta g e  of th e  population  a n d  le s s  th an  the  level of 
participation of individuals with a v e ra g e  or a b o v e -a v e ra g e  
incom es.

O n e  final in teresting  p ersp ec tiv e  is availab le  from th e  1980 
District of C olum bia su rvey . In th a t su rv ey , tho  p e rc e n ta g e  of 
peop lo  w ho  in ten o ad  to buy a  lottery ticket w a s  c ro ss -ta b u la te d  
a n d  is available accord ing  to th e  re sp o n d e n t 's  inco m es.

T he h ighest p e rc e n ta g e  of p la n n e d  participation o c c u n e d  in 
the  $20 ,000-to -$35 ,000  in co m e ca teg o ry . T h e  lo w est p e rc e n ta g e s  
of p lan n ed  participation o c c u rre d  in th e  over-$ 3 5 ,0 0 0  ca teg o ry  
a n d  in tho two low est incom e c a te g o r ie s . In o th e r  w ords, ihe 
public 's ow n percep tion  of their ow n fu tu re likelihood lo participate 
in a  future lottery c o rre sp o n d s  to w h a t actual!1 p p e n s — that is,
Ihe low er incom e c a te g o r ie s  partic ipate  le s s

CO N CLU SIO N
To su m m arize ; W o ex am in ed  th e  h o u se h o ld  in co m e profile of 

$ 6 ,5 0 4 ,2 3 7  reco rd ed , valid, in -stato  w inners of la rg e  p rizes in all 
140 lottery g a m e s  run  by ih e  s ta te  lo tteries of N ew  York, 
P ennsy lvan ia , Illinois, M ichigan a n d  N ew  Je rs e y  s in c e  the  
inception of th o se  lo tteries until the  spring  of 1981 (o rw hich  the 
n a m e s  a n d  a d d re s s e s  of a  re p re se n ta tiv e  c ro ss -so c iio n  of 
w inners w a s  in ex is ten ce .
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TA BLE II

T his tablo  sh o w s tho index of participation of e a c h  incom o g roup  for e a c h  difforent type  of lottery g am o  in I . rottery s ta te s  b a s e d  on
th e  national incom e distribution. Noto th a t low er incom e individuals partic ipate  le s s  in every  in stance .

ANNUAL H O U SEH O LD  INCOM E (1980  DOLLARS)

% % % % % % %
O ver $ 34 ,0 0 0 - $23 ,0 0 0 - $18 ,0 0 0 - $11 ,000- $ 6 ,7 0 0 - U nder

$ 56 ,000 $ 5 6 ,0 0 0 $33 ,999 $ 22 ,999 $1 7 ,9 9 9 $ 1 0 ,9 9 9 $ 6 ,7 0 0

$1 INSTANT G A M ES (76 GAM ES)

N J - 9 G .  135 143 120 96 8 0 74 6 7
N Y -1 7 G . 133 126 110 95 89 84 84
Ml - 2 5  G. 113 145 123 97 72 71 74
IL -1 3 G . 110 134 121 94 81 76 78
P A - 1 2 G . 65 84 107 118 105 9 5 93

5 0 c  W EEK LY  DRAW -TYPE (22 G A M ES)

N J - 2 G .  140 145 120 96 79 73 66
N Y - 4 G . 115 124 114 98 88 81 83
M I-2 G . 120 152 124 94 69 69 71
IL -1 1 G . 115 134 120 94 81 75 78
P A - 3 G .  70 86 107 118 103 9 3 9 2

$1 W EEKLY DRAW -TYPE (24 G AM ES)

N Y - 2 G . 133 126 107 94 90 84 86
M I-4  G. 123 153 123 93 68 69 71
IL -1 3 G . 110 132 120 95 82 77 80
P A - 5 G .  68 8 5 107 118 104 94 92

$2  INSTANT 'H O R S E  R A C E  G A M ES (2 G A M ES)

N Y -1 G . 133 126 110 95 89 8 3 84
P A - 1 G .  6o 8 4 107 118 105 94 9 3

$ 5  DRA W -TYPE G A M ES (6 GAM ES)

N J - 1 G .  138 146 120 96 78 71 65
N Y -1  G. 130 126 110 95 88 8 3 84
Ml -1  G. 125 159 124 92 66 6 6 69
P A - 3 G .  73 8 7 108 118 103 9 2 90

$ 1 0  DRA W -TYPE GAM ES (7 G AM ES)

N Y -7 G . 148 132 111 93 8 6 78 8 0

W EEKLY LOTTO (1 GAME)

N Y -1  G . 108 106 101 98 98 9 7 96

W EEKLY K EN O  (1 GAME)

N Y -1  G. 140 128 107 93 90 84 86

PER C E N T  O F  U .S. POPULATION WITH INCOM E LEVEL SHOW N

4.0% 13.7% 23.0% 18.9% 12.0% 11.0% 17.3%

N O TE:
This g raph  is b a s e d  on  analysis ol 6 ,5 0 4 ,2 3 7  reco rd ed  w inners of large p rizes in 140 different lottery g a m e s  of 24  c a te g o r ie s  from five 
lottery s ta te s . T h e  d a ta  re p re se n ts  all valid, in-state , cen tra lly -recorded  w inners in all 140 g a m e s  in all five s ta te s  from th e  tim e of 
e a c h  lottery 's inception (which ranged  from 1971 to 1976) until spring  1981. T h e  an a ly s is  w a s  perform ed  by Scientific G a m e s  Inc. of 
A tlanta, G eorg ia .
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W o ex am in ed  tho  d a ta  in d o  tail by individual g am o  a n d  by 
conven ien t g rou p in g s of g a m e s , a n d  w e ex am in ed  it o n  the  b a s is  
of a b o v e -a v e ra g e  s a le s  a r e a s  in th e  s ta te s . W e ex am in ed  th e  
d a ta  a g a in s t both th e  national a n d  th e  individual s ta te w id e  
h ouseh o ld  incom e distributions.

R e g a rd le s s  of how  w e  looked  a t this m assiv e  (an d  
essen tia lly  com p le te ) d a ta  b a s e  contain ing  the  n a m e s  an d

a d d re s s e s  of th e  m any  pooplo  w ho actually play s ta to  lottery 
g a m e s , the  re su lts  w e re  th e  sa m e — nam ely , "the poor* participate 
in the  s ta te  lottery g a m e s  a t  levels disproportionately  lo ss than  
their p e rc e n ta g e  of tho population.

T h e  a s se rtio n  th a t the  p o o r disproportionately  buy s ta te  
lottery tickets is  only a  myth.

T A BLE III

INDEXED H O U SEH O LD  INCOM E DISTRIBUTION 
(A bove-A verage, A v erag e  & B elow -A verage A re a s  o l N ew  York S ta te )  

17$ 1  Instan t G a m e s

ANNUAL H O U SEH O LD  INCOM E 
(In 1980 D o lla rs)

O v e r $ 3 4 ,0 0 0 - $ 2 3 ,0 0 0 - $ 1 8 ,0 0 0 - $ 1 1 ,0 0 0 - $6 ,700- U nder
$ 5 6 ,0 0 0  $ 5 6 ,0 0 0  $ 3 3 ,9 9 9  $ 2 2 ,9 9 9  $ 1 7 ,9 9 9  $10 ,999  $ 6 ,7 0 0

A bove-
A v erag e  105 128 120  99  8 3  75  75

A v erag e  158 139 109 90  8 3  75 79

Below-
A v erag e  140 94  81 89  111 116 113



D e l a w a r e

—------------------------------------------   ~  * : I

S T A T E : DELW ARE 

P O P U L A T IO N : .6  m illion

S IZ E  4  N A T U R E  O F  S T A T E : 2 ,0 5 7 s q .  m i.; 7 0 . 6 % U rb a n ; 

P r in c ip a l in d u s tr ie s  c h e m ic a l s ,  a g r ic u l tu r e ,  p o u ltry , sh e l lf i s h , 

to u r is m , a u to  a s s e m b ly ,  lo o d  p r o c e s s in g ,  tr a n sp o r ta t io n  

e q u ip m e n t ;  P e r  c a p i t a  in c o m e  (1 9 8 5 )  S 1 4 ,3 3 7 .

L O T T E R Y : D e la w a r e  S t a t e  L o tte ry

A D D R E S S : B lu e  H o n  M ail, S u i te  2 0 2

D o v e r , D E 1 9 9 0 1

P H O N E :

G O V E R N O R :

D IR E C T O R :

(3 0 2 )  7 3 6 -5 2 9 1  

M ic h a e l N. C a s t l e  

O th o  B ro w n

O T H E R  K E Y  A D M IN IST R A T IV E  S T A F F :

O p e r a tio n s  S  S e c u r i t y  A d m in is t r a to r  F re d  R . C le a v e r  

F in a n c e  4  A d m in is tr a t io n :  F r a n k  B ro w n  

M a rk e tin g  & S a l e s :  T e d  M a n n o

T O T A L  #  E M P L O Y E E S : 1 6

O R G A N IZ A T IO N A L  C H A R T :

D elaw are S la te  Lottery

L O T T E R Y  S T A R T -U P  D A T E : F i r s tS a l e  1 0 /7 5

H O W  C R E A T E D : B y  l e g i s l a t i v e  a c t io n .  S ta r t -u p  tim e  7  

m o n th s ;  S e e d  m o n e y  5 2 5 0 ,0 0 0 ,  r jp a i d  to  s t a t e  in 18  m o n tn r .

G O V E R N M E N T  S T R U C T U R E :

G O V E R N IN G  D E P T : D iv is io n  o l  D epL  o f F in a n c e

D IR E C T O R  R E P O R T S  T O : S e c r e t a r y  o l  F in a n c e  w h o  
r e p o n s  to  g o v e r n o r .

G O V E R N M E N T A L  R E L A T IO N S H IP : N o c o m m is s io n  

(d i s s o lv e d  10  y e a r s  a g o ) ;

S A L E S  H IST O R Y  C H A R T :

Director

...... .............. I
O perations/

Security
Finance/

Administration
Marketing/

Sales

FY G ro ss  S ales; Delaw are

7 7  7 8  7 9  8 0  81 8 2  3 3  8 4  8 5  8 6  8 7 .  

(m illio n s  o f  d o lla rs )

F Y  7 7 :  5 6 .3 m  

F Y  7 8 :  S 5 .4 m  

F Y  7 9 :  5 1 2 .0 m  

F Y  8 0 :  S 1 6 .0 m  

F Y  8 1 :  5 2 0 . 1m

R E V E N U E  H IS T O R Y  C H A R T :

F Y  8 2 :  S 2 5 .6 m  

F Y  8 3 :  S 3 0 .1 m  

F Y  8 4 :  S 3 3 .1 m  

F Y  8 5 :  S.' 8 .7 m  

FY  8 6 :  5 4 1 . 1m

Net R evenue to  S la te : Delaware

20 -

10 -

7 7  7 8  7 9  8 0  81 8 2  8 3  8 4  8 5  8 6  8 7  

(m illio n s o f d o lla rs )

F Y  7 6 :  S 2 .0 m  

F Y  7 7 :  $ 1 .9 m  

F Y  7 8 :  3 1 .6 m  

F Y  7 9 :  S 4 .2 m  

F Y  8 0 :  S 5 .6 m  

F Y  8 1 :  S 7 .5 m

F Y  8 2 :  S 9 .5 m  

F Y  8 3 :  5 1 1 .0 m  

F Y  8 4 :  S  .4 .0 m  

F Y  8 5 :  5 1 5  0 m  

F Y  8 6 :  $ 1 6 .7 m

- . .  . . .

State Summary— Dataware

P R O JE C T IO N S  F O R  F Y 8 7 :

S A L E S :  O v e r 5 4 5  m illion  

R E V E N U E  TO  S T A T E : 5 1 7  m illion

HO W  M O N EY IS  U S E D :

Distribution of Fund*: D*l«w*r* Lottery 

11% i

G E N E R A L  F U N D : 4 1 %

P R IZ E  F U N D : 4 8 %

L O T T E R Y  A D M IN IST R A T IO N :

C o m m is s io n s  8 %

O p e ra tio n a l e x p e n s e  3 %

R E T A IL E R /A G E N T  IN F O :

#  O F  A G E N T S : 4 2 0

#  O F  O N -L IN E  T E R M IN A L S : 2 3 6  

P A T s : 2

C O M M ISSIO N  S T R U C T U R E : 5 %  o f  to ta l s a le s

A G E N T  C H A R G E S : A g e n t  p a y s  fo r  d e d ic a te d  l in e  a n d  

l in e  c h a r g e s  o f  5 1 0 / w e e k ;  N o  b o n d in g  re q u ir e m e n t.

U O F  S A L E S  D IS T R IC T S : 4

O F F IC E S : O n e  m a in  o f f ic e

»  O F  S A L E S /F IE L D  M A N A G E R S /R E P S : 4

M AXIM UM  P A Y O U T  B Y  A G E N T : ln s t a n lS 5 0 ;

O n -L in e  5 5 9 9

T IC K E T  D IST R IB U T IO N : I n s ta n t  th ro u g h  b a n k in g  

n e tw o rk -  o n  c o n s ig n m e n t

S U P P L IE R  IN FO :

IN ST A N T : S c ie n t if i c  G a m e s

O N -U N E : C o n tro l D a ta  C o rp o ra tio n

E X P A N S IO N  P '-A N S :

A d d itio n  o f  n u m b e r s  te r m in a ls .

P o s s ib i l it y  o f  M u le -S ta te  L o tto .

P R O D U C T  M E N U  4  E V O L U T IO N :

IN ST A N T : B e g a n  1 0 /7 5 ; p r i z e s  5 2  lo  5 1 0 0 0 ;  5  to  6  g a m e s  p e r  

y e a r ,  L ila  o f  g a m e  9  w e e k s ;  A v g . 9 5 ,0 0 0  t ic k e t  p e r  g a m e ;  U s e d  to  

h a v e  g r a n d  p r iz e  d r a w in g  fo r  > 1 ,0 0 0  a  m o n th  fo r h ie  b u t  w a s

e lim in a te d .

3 -D IG IT : P la y  3  b e g a n  1 /7 8 ; M o n  th ru  S a l

4 -D IG IT : P la y  4  b e g a n  1 /8 0 ; w a s  4  t im e s /w e e k , c h a n g e d  to  6  

d a y s / w  s k in  8 6 .

LO TTO : B e g a n  4 /8 3  a s  6 /3 0  w ith  T h u r s d a y  d r a w ;  c h a n g e  to  T u e s  

& F ri d r a w  in  3 /3 4 ; F o rm a t  c h a n g e d  to  6 /3 4  in  1 1 /8 6 .

O T H E R : A d v a n c e  p la y  fo r  o n e  w e e k ;  E a s y  P ic k  o n  3 - ,  4 -  a n d  6 -  

d i g i l

S A L E S  R A N K IN G : 1 .3 -D ig i t

2 .4 -D ig i t

3. Loro
4 . In s ta n t
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N e w  H a m p s h i r e

S T A T E : N EW  H A M P S H IR E  

P O P U L A T IO N : .9 9 8  m illion

S IZ E  & N A T U R E  O F  S T A T E :9 ,3 0 4  s q .  m i . ; 5 2 .2 %  U rb an ; 

P r in c ip a l in d u s tn e s  m a n u fa c tu r in g ,  to u r is m , a g r ic u l tu r e ,  t r a d e , 

m in in g ; P a r  c a p i t a  in c o m o  ( 1 9 8 5 ) 5 1 4 ,3 0 8 .

L O T T E R Y : N e w  H a m p s h ire  S w e e p s t a k e s  C o m m is s io n

A D D R E S S : F o r t E d d y  R o a d

C o n c o rd , NH 0 3 3 0 1

P H O N E : ( 6 0 3 ) 2 7 1 -3 3 9 1

G O V E R N O R : J o h n  H. S u n u n u  (R )

D IR E C T O R : G e o r g e  C . J o n e s

O T H E R  K E Y  A D M IN IST R A T IV E  S T A F F :

A s s t  D irec to r 4  C h ie f  F in a n c ia l  O ffic e r : R o b e r t  H. B ro th e rlo n  

G a m e s  M a n a g e r ;  J a m e s  W im sa t t

T O T A L  #  E M P L O Y E E S : 5 7

O R G A N IZ A T IO N A L  C H A R T :

New Hampshire Stale Lottery

L O T T E R Y  S T A R T -U P  D A T E : F ir s t  s a l e  3 '6 4

HO W  C R E A T E D : F ir s t  U .S .  L o tte ry ; e n a c te d  b y  l e g i s la t iv e  

a c t io n

G O V E R N M E N T  S T R U C T U R E :

G O V E R N IN G  D E P T : I n d e p e n d e n I  a g e n c y .

D IR E C T O R  R E P O R T S  T O : C o m m is s io n e r s ,  th e n  

G o v e rn o r

G O V E R N M E N T A L  R E L A T IO N S H IP : D irec to r  a p p o in lo d  

b y  3 -m e m b o r  c o m m is s io n ; c o m m is s io n  a p p o in te d  b y  G o ve rn o r.

S A L E S  H IST O R Y  C H A R T :

,'-'i G ro ss  S ales: Now H am pshire

7 7  7 8  7 9  8 0  81 8 2  8 3  8 4  6 5  8 6  8 7  

(m illio n s  o l  d o lla r s )

F Y  7 7 :  S 9 .9 m  

F Y  7 8 : $ 1 4 . 0 m  

F Y  7 9 :  S 1 1 .0 m  

F Y  8 0 :  S 1 2 .1 m  

F Y  8 1 : 5 1 1 .0 m

F Y  8 2 :  S 1 2 .3 m  

F Y  8 3 :  5 1 3 .8 m  

F Y  8 4 :  5 1 7 .1 m  

F Y  8 5 :  5 1 5 .2 m  

F Y  8 6 :  S 3 4 .3 m

R E V E N U E  H IST O R Y  C H A R T :

Net R evenue to  S ta te : Now H am pshire

7 7  7 8  7 9  8 0  81 8 2  8 3  8 4  8 5  8 6  8 7

(m illio n s o l d o lla rs )

F Y  7 5 :  S 4 .2 m  

F Y  7 6 : 5 5 .7 m  

F Y  7 7 :  S 2 .7 m  

F Y  7 8 :  S 4 .0 m  

F Y  7 9 :  S 3 .5 m  

F Y  0 0 : 5 3 .7 m

F Y  8 1 :  5 3 .0 m  

F Y  8 2 :  5 3 .6 m  

F Y  8 3 :  5 3 .6 m  

F Y  8 4 :  S S .6 m  

F Y  8 5  :  5 4 .3m  

F Y  8 6 :  5 1 0 .7 m
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P R O JE C T IO N S  F O R  F Y 8 7 :

S A L E S :  5 4 5  m illio n

R E V E N U E  R E T U R N E D  TO  S T A T E : S 1 3 m ill io n  

HO W  M O N E Y  I S  U S E D :

Dli ion of Funda: HamapMra Lottery

E D U C A T IO N : 3 3 .5 % ’

P R IZ E  F U N D : 4 6 % *

L O T T E R Y  A D M IN IST R A T IO N : 2 0 .5 % *  

'A v e r a g e  o v e r  2 3  y e a r s .

R E T A IL E R /A G E N T  IN F O :

#  O F  A G E N T S : 1 ,2 0 0

#  O F  O N -L IN E  T E R M IN A L S : 6 9 7

A G E N T  C H A R G E S :N o  c h a r g e s  to  a g e n t f o r  

in s ta i la t io n /l in o  c h a r g e s ;  n o  b o n d in g  r e q u ir e m e n t

C O M M ISS IO N  S T R U C T U R E : 5 %  o n  s a l e s

#  R E G IO N A L  O F F I C E S : M ain  o f f ic e  A tw o  s a te l li te  
o f f ic e s

»  O F  S A L E S  D IS T R IC T S : 11 s a l e s  a r e a s  

#  O F  S A L E S /F IE L D  M A N A G E R S /R E P 3 : 11 Held

r e p s

MAXIM UM  P A Y O U T  B Y  A G E N T : 5 1 0 0  lo r in s ta n t ;

5 5 9 9  o n -lin e

M ETH O D  O F  T IC K E T  D IST R IB U T IO N : B y  fie ld  r e p s ;  

t ic k e ts  o n  c o n s ig n m e n t ;  n o  te le m a r k e t in g  b u t  c o n s id e r in g .

P A T e : N o

S U P P U E R  IN FO :

IN ST A N T : G le n o o n n  ( fo r  3 0  m illion  b c k o ls )

O N -L IN E : S c ie n t i f i c  G a m e s  th ro u g h  5 8 8

E X P A N S IO N  P L A N S :

N o p la n s .

P R O D U C T  M E N U  4  E V O L U T IO N :

If. iT A N T : B e g a n  in  7 5 ;  N o w  1 0 -1 4  p o r y e a r ;  1 .5  m illion  t ic k e ts  

p e r  g a m e ;  life  o f  g a m e  4 -6  w e e k s ;  U s e d  to h a v e  g r a n d  p n z e  d r a w  

b u t  c h a n g e d  to  p u t  fu n d s  in to  l o w - l ie r  p r iz e  s tr u c iu re .

3 -D IG IT : B e g a n 9 / 8 5 ; P i c k 3 ;6 d a y s / w k

4-D IG IT : B e g a n 9 / 8 5 ;P i c k 4 ;6 d a y s / w k

LO TTO : 3 e g a n  T r i-S ta le  M e g a b u c k s  9 /8 5  a s  6 /3 0  fo rm a t w ith  

M E  4  V T ; C h a n g e d  in  1 /8 6  to  6 /3 6 ; S a t  d r a w ;  h a s  su b sc r ip tio n  

p ro g ra m .

S A L E S  R A N K iN G : 1 . L o tto  (M e g a b u c k s )

2 .  I n s ta n ts

3 .  4 -D ig it

4 . 3 -D ig it



Slats Summary— Mains

M a i n e

S T A T E : M AIN E 

P O P U L A T IO N : 1 .1 6  m illion

S IZ E  4  N A T U R E  O F S T A T E : 3 3 ,2 1 5  s q ,  m i . ; 4 7 .5 %  U rb a n ; 

P r in crp a l in d u s tr ie s  m a n u fa c tu r in g ,  s e r v i c e s ,  t r a d e ,  g o v e r n m e n t ,  

a g r ic u l tu r e ,  f i s h e r ie s ,  fo r e s t r y ;  P e r  c a p i t a  in c o m e  (1 9 8 5 )  $ 1 1 .4 2 3 .

S A L E S  H IST O R Y  C H A R T :

L O T T E R Y :

A D D R E S S :

P H O N E :

G O V E R N O R :

D IR E C T O R :

M a in e  S t a t e  L o tte ry

S t a t e  H o u s e  S ta t io n  3 0  

A u g u s t a .  M E  0 4 3 3 3

(2 0 7 )  2 8 9 -2 0 8 1

J o h n  M c K e m a n  (R )

H .A Ia n  T im m

O T H E R  K E Y  A D M IN IST R A T IV E  S T A F F :

D e p u ty  D irec to r . P a m e la  C o u tt s

D ire c to r  o f  M a rk e tin g  4  A g e n t  R e la t io n s :  H a r ry  M u rch in

F ie ld  R e p  S u p e r v i s o r  M a rc ia  W r ig h t-M a th ie u

T O T A L #  E M P L O Y E E S : 3 3

O R G A N IZ A T IO N A L  C H A R T :

FY G ro ss  S a le s : Maine

7 7  7 8  7 9  8 0  81 8 2  8 3  8 4  8 5  8 6  

(m illio n s o f d o lla r s )

F Y  7 7 :  S 6 .4 m  

F Y  7 8 :  S 6 .8 m  

F Y  7 9 :  S 6 .6 m  

F Y  8 0 :  5 6 .0 m  

F Y  8 1 :  S 6 .4 m

F Y  8 2 :  $ 9 .7 m  

F Y  3 3 :  5 1 3 .0 m  

F Y  8 4 :  5 1 6 .0 m  

F Y  8 5 :  5 1 6 .0 m  

F Y  8 6 :  5 3 8 .8 m

(faint Son Lsntry

Dtk»
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L O T T E R Y  S T A R T -U P  D A T E : F i r s t  s a l e  6 /7 4

HO W  C R E A T E D : E s ta b l i s h e d  b y  l e g i s l a tu r e  a n d  a p p r o v e d  

in  s t a t e w id e  re fe re n d u m  in  1 1 /7 3 ; s a l e s  b e g a n  w ith  SO e w e e k ly  

g a m e ;  J o in e d  w ith  V e rm o n t & N e w  H a m p s h ire  in 9 /8 5  to  fo rm  T ri- 

S t a t e  M e g a b u c k s

G O V E R N M E N T  S T R U C T U R E :

G O V E R N IN G  D E P T : d e p e n d e n t  a g e n c y  b u t  m a y  b e  p u t  

u n d e r  F in a n c e  O e p t  (n o t  f in a liz e d )

D IR E C T O R  R E P O R T S  T O : G o v e rn o r

G O V E R N M E N T A L  R E L A T IO N S H IP : D irec to r  

a p p o in te d  b y  g o v e r n o r ;  5 -m e m b e r  c o m m is s io n  a p p o in te d  b y  

g o v e r n o r ,  a p p r o v e d  b y  l e g i s l a tu r e  4  d ir e c to r .

REVENUE HISTORY CHART:

N et R evenue to S ta te : Maine

(m illio n s  o l  d o lla r s )

F Y  7 5 :  S 1 .1 9 m  

F Y  7 6 :  5 2 .6 1 0 m  

F Y  7 7 :  S 1 .4 9 1 m  

F Y  7 8 :  S 1 .5 9 3 m  

F Y  7 9 :  3 1 .3 7 9 m  

F Y  8 0 :  S .8 9 6 m

F Y  8 1 :  5 1 .0 9 3 m  

F Y  8 2 :  5  2 .3 B S m  

F Y  8 3 :  5 3 .6 9 4 m  

F Y  8 4 :  5  4 .5 1 6 m  

F Y  8 5 :  S 4 .4 4 2 m  

F Y  8 6 :  5 1 1 .8 4 5 m

S t c t o  S u m m a r y — M a ln o

P R O JE C T IO N S  F O R  F Y 8 7 :

S A L E S :  O v e r  S 5 0  m illion

R E V E N U  E S  TO  S T A T E : 5 1 6 .9  ( b a s e d  o n  5 8 .4 8 3  in  6  

m o n th s )

HOW  M O N E Y  IS  U S E D : ( b a s e d o n  F Y 8 6 )

Dlilfjbutlon ot Fund*; Utlnt lottery

G E N E R A L  F U N D : 3 0 .5 %

P R IZ E  F U N D : 5 1 .7 %

LO T T E R Y  A D M IN IST R A T IO N :

O p e r a t in g  e x p e n s e s :  1 0 .2 % '

A g e n t  c o m m is s io n s :  6  

T ic k e t e x p e n s e :  1 %

•Half to  M a in e  S t a t e  L o tte ry ; h a lf  to  T r i-S ta te

R E T A IL E R /A G E N T  IN F O :

#  O F  A G E N T S : 1 .6 0 0

#  O F  O N -U N E  T E R M IN A L S : 7 0 0  (a p p r o x .)

A G E N T  C H A R G E S : L o tte ry  c o v e r s  in s ta l la t io n  a n d  lino  

c h a r g e s ;  n o  b o n d in g  re q u ir e m e n t

C O M M ISS IO N  S T R U C T U R E : 8 %  o n  in s ta n t  s a l e s ;  5 %  

o n  o n -lin e

#  R E G IO N A L  O F F I C E S : o n e  m a in  o lfic o

#  O F  S A L E S /F IE L D  M A N A G E R S /R E P S : 11

MAXIM UM  P A Y O U T  B Y  A G E N T : u p  to  5 5 9 9

M ETH O D  O F  T IC K E T  D IST R IB U T IO N : b y  f ie ld  r e p s ;  

b c k o ts  o n  c o n s ig n m e n t ;  u s o  t e le m a r k e t in g

S U P P U E R  IN FO :

IN ST A N T : S c ie n t if i c  G a m e s  ( e n d s  6 /8 7 -R F P  o u t)

O N -U N E : S c ie n t i f i c  G a m e s  th ro u g h  5 /8 8

E X P A N S IO N  P U N S :

O N -U N E  T E R M IN A L S : a s  n e e d e d ,  n o  c e i l in g

P A T s : lo o k in g  a t  b u t  n o  p la n s

M U L T I-S T A T E : lo o k in g  a t  b u t  n o  p la n s

P R O D U C T  M E N U  4  E V O L U T IO N :

IN ST A N T : B e g a n  7 /7 5 ; 6 - 7  p e r  y e a r  (m a y  in c r e a s e ) ;  3  m illion  

t ic k e t s  p e r  g a m e ;  life  o f  g a m e  8 - 1 0  w e e k s ;  lo w - l ie r  p r iz e  s t r u c tu r e ;  

U s e d  to  h a v e  g r a n d  p r iz e  lo r  5 5 0 .0 0 0  b u t  e l i m in a t e d - s a le s  u p  

o v e r  1 0 0 % ;

3 -D IG IT : P ic k  3  b e g a n  6 /8 0 ; to p  p r iz e  5 2 5 0 ;  M o n -S a l

4-D IG IT : P ic k  4  b e g a n  7 /8 5 ;  to p  p r iz e  5 2 5 0 0 ;  M o n -S a t.

LO T TO : (T r i -S ta te  M e g a b u c k s )  B e g a n  9 /8 5  a s  6 /3 0  fo rm a t; 

c h a n g e d  to  6 /3 5  in  1 /8 6 ; S a t .  d r a w ;  h a v e  s u b sc r ip tio n .

S A L E S  R A N K IN G :

1 .  M e g a b u c k s  (L o tto )

2 .  I n s ta n t '

3 . 3 -D ig it

4 . 4 -D ig it

'I n s t a n t  g a m e s  h a v e  b e e n  w ith in  5 5 0 .0 0 0  o l  L o tto

#  O F  S A L E S  D IS T R IC T S : 11 te r r ito r ie s
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D i s t r i c t  o f  C o l u m b i a

S T A T E :

P O P U L A T IO N : .6 4  m illion

S IZ E  4  N A T U R E  O F  S T A T E : 6 7 s q . m i . ; S o a t  o f  fe d e r a l  

g o v e r n m e n t :  M a y  1 9 7 4  v o te r s  a p p r o v e d  c h a r te r  g i v in g  th e m  th o  

r ig h t  to  e le c t  o w n  m a y o r  a n d  a  1 3 -m o m b o r c i ty  c o u n c i l ;  D istr ic t  c a n  

le v y  o w n  t a x e s  b u t C o n g r e s s  r e ta in s  p o w e r  to  v e to  C o u n c il 

a c t io n s  a n d  a p p r o v e  d t y 's  a n n u a l  b u d g e t .

L O T T E R Y : D is tr ic t  o f  C o lu m b ia  L o tte ry  a n d

C h a r i ta b le  G a m e s  C o n tro l B j y d

A D D R E S S : 2 0 4 1  M a rlin  L u th e r K in g  J r .  A v e .  S E

W a sh in g to n , D C 2 0 0 2 0

P H O N E : (2 0 2 )  4 3 3 -6 0 0 0

M A Y O R : M ario n  B a r ry , J r .

D IR E C T O R : E x e c u t iv e  D irec to r : B e rn a rd  E d w a r d s

O T H E R  K E Y  A D M IN IST R A T IV E  S T A F F :

E x e c u t iv e  A s s i s ta n t :  S y l v i a  M . K in ard  

P u b lic  In fo rm a tio n  O ffic e r : D a n a  V . S h e l le y

T O T A L  #  E M P L O Y E E S : 9 4

O R G A N IZ A T IO N A L  C H A R T :

S A L E S  H IST O R Y  C H A R T :

FY G ro ss  S ales: District of C olum bia

200 

1 5 0  -  

100 -

5 0  -

8 4  8 5  8 6

(m illio n s o f  d o lla rs )

F Y  8 3 :  S  5 4 .1 m  

F Y  8 4 :  S 8 5 .6 m  

F Y  8 5 :  $ 1 1 1 .9 8 m  

F Y  8 6 :  $ 1 1 8 .6 m

R E V E N U E  H IST O R Y  C H A R T :

N ot A v a ila b le

L O T T E R Y  S T A R T -U P  D A T E : F ir s t  S a le  8 /8 2

HO W  C R E A T E D : L e g is la t iv e  a p p r o v a l  g r a n te d  3 /8 1 .S ta r t -  

• u p  o l  o n - lin e  o n e  y e a r  la te r ;  S e e d  m o n e y  $ 6 2 8 ,0 0 0 ,  r e p a id  in  o n e

m o n th .

!
G O V E R N M E N T  S T R U C T U R E :

G O V E R N IN G  D E P T : U n d e r  C o m m it te e  O n  F in a n c e  & 

R e v e n u e

; D IR E C T O R  R E P O R T S  T O : 5 -m e m b e r  B o a rd  (D .C .

L o tte ry  & C h a r i ta b le  G a m e s  C o n tro l B o a rd )

G O V E R N M E N T A L  R E L A T IO N SH IP : M a y o r  a p p o in t s  5  

m e m b e r s  o l  D .C . L o tte ry  B o a rd ; b o a rd  r e p o r ts  to  M a y o r  w h o  

p r e s e n t s  b u d g e t ,  le g is la t io n  to  c i t y  c o u n c il,  th e n  lo  Hill; C h a irm a n  

o f  F in a n c e  4  R e v e n u e  C o m m it te e  o v e r s e e s  lo t te r y ;  G ra n te d  

in d e p e n d e n t  p e r s o n n e l  a u th o r ity  2 /8 7 . C h a r i ta b le  G a m e s  D iv is io n  

i s  r e s p o n s ib le  lo r l ic e n s in g  r a l l i e s  a n d  b in g o  lo r  n o n -p ro f it  

o r g a n iz a t io n s .

Not R evenue to  S tate: District of Colum bia

(m illio n s o f  d o lla r s ) '

F Y  8 3 :  $ 1 2 .0 m  

F Y  8 4 :  $ 2 5 .2 m  

F Y  8 5 :  $ 3 5 .4 m  

F Y  8 6 :  S 4 0 .0 m

P a g o  1 8 0

Slsto Summary— District of Columbia

P R O JE C T IO N S  F O R  F Y 8 7 : M AXIM UM  P A Y O U T  B Y  A G E N T : U p to  $ 5 9 9

S A L E S :  $ 1 2 3 .8  m illio n  

R E V E N U E  TO  S T A T E : $ 3 8 .4  m illion

HOW  M O N E Y  IS  U S E D  (B a s e d  o n  F Y 8 7 ) :

OUtrlbution of Fund*: D.C. lottery

G E N E R A L  F U N D : 3 1 .0 %

P R IZ E  F U N D : 5 1 .8 %

L O T T E R Y  A D M IN IST R A T IO N :

C o m m is s io n s  5 .5 %

A d v e r t is in g  ? ..9 %

A d m in is tr a t iv e  e x p e n s o  4 .3 %

O th e r  4 .5 %

R E T A IL E R /A G E N T  IN F O :

#  O F  A G E N T S : 6 8 1

#  O F  O N -U N E  T E R M IN A L S : 5 6 0

C O M M ISS IO N  S T R U C T U R E : 4 %  o n - l in e  s a l e s ;  6 % o n  

in s ta n t ;  3 %  o n  c a s h in g  t ic k e t s

A G E N T  C H A R G E S : L o tte ry  p a y s  in s ta l la t io n  a n d  lino  

c h a r g e s ;  a g e n t  p a y s  $ 7 5  b o n d in g  fe e .

#  O F  S A L E S  D IS T R IC T S : s t r u c tu r e d  b y  e x is t in g  8  

w a r d s  o f  c i t y

O F F I C E S : O n e  o f f ic e

T IC K E T  D IST R IB U T IO N : F o u r  d is t r ic t  c o n ta r s  s e t u p -  

h a n d le d  b y  3 -m e m b o r  in -h o u s e  In v e n to ry  C o n tro l D o p t; U se  

t e le m a r k e t in g ;  re ta i lo r  p a y s  u p  fro n t- m o d if io d  G L E P .

S U P P U E R  IN FO :

IN ST A N T : S c ie n t if ic  G a m o s  ( r e n e g o t ia te d  3 /8 6  fo r tw o  

y e a r s )

O N -U N E : LTE th ro u g h  12 /8 8

E X P A N S IO N  P L A N S :

O N -U N E  T E R M IN A L S : C u rre n t c o n tr a c t  p ro v id e s  fo r  u p  

to  1 ,0 0 0

P A T » : C o n s id e r in g

M U L T I-S T A T E : L o o k in g  a t

P R O D U C T  M E N U  &  E V O L U T IO N :

IN S T A N T : B e g a n  8 /8 2 ;  4  g a m e s  p o r y e a r ;  1 .2 5  m illion  t ic k e ts  

p e r  g a m e ;  U fa  o f  g a m e  11 to  1 2  w e e k s ;  F e a tu r e s  F o r tu n e  W h e e l-  

p la y e r s  u s e  'e n t r y *  t ic k e ts  a n d  s p in  fo r m o n e y  a n d  m e r c h a n d is e .

3 -D IG IT : L u c k y  N u m b e r s  b e g a n  8 /8 3 ; 6  d r a w s  p e r w k .

4 -D IG IT : D C F o u r  b e g a n  4 /8 5 ;  6  d r a w s  p e r w k .

LO T TO : B e g a n  4 /8 4  a s  5 /4 0  w i th  W ed . d r a w in g ;  c h a n g e d  to 

6 /3 6  L u c k y  L o tto  in  1 1 /8 5  a n d  d r a w s  c h a n g e d  to  T u o s . 4  F ri. in 

1 0 /8 6 ; N o s u b sc r ip tio n  b u t c o n s id e r in g

O T H E R : B o g a n  D a ily  D o u b le  2 -D ig i t ( 0 -9 9 )  g a m e  in  3 /8 6 ; 6  d r a w s  

p e r w k .  L o o k in g  a t  a d d in g  lo w - t i e r in s t a n t  g a m e s  to  m e n u -a n o th e r

4 -5  p e r  y e a r .  O u ic k  P ic k  le a tu r e  o n  a ll o n -f in o  g a m e s .

S A L E S  R A N K IN G : 1 .  3 -D ig it

2 .  4 -D ig it

3 .  L o tto

4 .  I n s ta n t  

£ .  2 -D ig it

#  O F  S A L E S /F IE L D  M A N A G E R S /R E P S : 6



Slalo Summary— Vermont_____________ ___________

V e r m o n t

S T A T E : V E R M Q N I  

P O P U L A T IO N : .5 4  m illio n

S IZ E  f t  N A T U R E  OH S T A T E : 9 ,6 0 9  s q  m i . ;3 3 .8 7 ,  U rb an ; 

P r in c ip a l  in d u s tr ie s  m a n u la c tu r in g ,  to u r is m , a g r ic u l tu r e ,  m in in g , 

g o v e r n m e n t ;  P e r  c a p i t a  in c o m e  ( 1 9 3 5 )  $ 1 1 ,5 9 9 .

L O T T E R Y : V e rm o n t L o tte r y  C o m m is s io n

A D D R E S S :  P O  B o x  4 2 0

R o u te  14

S o u th  B a n e ,  V T  0 5 6 7 0

P H O N E : ( 8 0 2 )  8 2 8 -2 2 7 4  o r  8 0 0 -3 2 2 -8 8 0 0

G O V E R N O R : M a d e le in e  M . K u n in  (D )

D IR E C T O R : J a m e s  M . B o lto n

O T H E R  K E Y  A D M IN IST R A T IV E  S T A F F :

S a l e s  M a n a g e r :  R o b e r t  B . Q u in la n  

B u s in e s s  M a n a g e r  H a r ry  S e a l  

M a rk e tin g  M a n a g e r :  T o m  M c G u ir e  

E x e c u t iv e  A s s i s ta n t :  C a r o le  L a c a s s e

T O T A L  #  E M P L O Y E E S : 2 2  ( in c lu d in g  p a r t- t im e )

O R G A N IZ A T IO N A L  C H A R T :

S A L E S  H IS T O R Y  C H A R T :

F Y  G r o s s  S a l e s :  V e r m o n t

-  (m illio n s  o l  d o lla r s )

F Y  7 8 :  S 1 .7 m  

F Y  7 9 :  S 5 .0 m  

F Y  8 0 :  S 2 .9 m  

F Y  8 1 :  S 2 .5 m  

F Y  8 2 :  S 3 .8 m

F Y  8 3 :  5 4 .5 m  

F Y  8 4 :  5 5 .1 m  

F Y  8 5 :  S 5 .2 m  

F Y  8 6 :S 1 2 .4 m

Vermont Lottery

L O T T E R Y  S T A R T -U P  D A T E : F i r s t  s a le  2 /7 8  ( w e e k ly  g a m e )

H O W  C R E A T E D : R e fe r e n d u m  1 1 /7 6 ; L e g is la t iv e  a p p ro v a l 

o l a c t

G O V E R N M E N T  S T R U C T U R E :

G O V E R N IN G  D E P T : S t a t e  o l  V e rm o n t

D IR E C T O R  R E P O R T S  T O : C o m m is s io n

G O V E R N M E N T A L  R E L A T IO N S H IP : L o tte ry  c la s s i f ie d  

a s  A g e n c y  o l  A d m in is tra t io n  (G o v e r n o r 's  o f f ic e  a n d  s ta l l ) ,  

o v e r s e e n  b y  5 -m e m b e r  c o m m is s io n  a p p o in te d  b y  g o v e r n o r ; 

r e p o r t s  to  g o v e r n o r ’s  o f f ic e  o n  b u d g e t a r y  m a t te r s  b u t  r e la t iv e ly  

a u to n o m o u s .

R E V E N U E  H IST O R Y  C H A R T :

N e t  R e v e n u e  t o  S t a t e :  V e r m o n t

(m illio n s  o l d o lla r s )

F Y  7 8 :  S .7 2 9 m  

F Y  7 9 : 5 1 . 1 4 8 m  

F Y  8 0 :  S .8 2 4 m  

F Y  8 1 :  5 .4 7 6 m  

F Y  8 2 :  5 .9 6 8 m

F Y  8 3 :5 1 .1 1 7 m  

F Y  8 4 : 5 1 .2 8 5 m  

F Y  8 5 :S 1 .2 3 5 m  

F Y  8 6 :  S 3 .3 4 2 m

Slate Summary— Vermont

P R O JE C T IO N S  F O R  F Y 8 7 :

S A L E S :  5 2 4 .0 6  m illion  

R E V E N U E : $ 7 ,0 7 8  m illio n

HO W  M O N E Y  IS  U S E D * :

Distribution ol Fundi: VirmoM Lotury

G E N E R A L  F U N D : 2 7 %

P R IZ E  F U N D : 5 1 %

L O T T E R Y  A D M IN IST R A T IO N :

Goods 4  Services: 14%
A g e n t  b o n u s e s :  5 %

E m p lo y e e  in c o m e : 3 %

‘ B a s e d  o n  F Y  8 6

R E T A IL E R /A G E N T  IN F O :

#  O F  A G E N T S : 6 5 0

#  O F  O N -U N E  T E R M IN A L S : 1 8 6

A G E N T  C H A R G E S : N o  c h a r g e s  to  a g e n t s ;  n o  b o n d in g  

r e q u ir e m e n t

C O M M IS S IO N  S T R U C T U R E : 5 %  o f  s a l e s ;  1 %  b o n u s  

o n  p r i z e s  $ 5 0 0  o r  m o re  s o ld  (m a x  S I  5 ,0 0 0 )

#  O F  S A L E S  D IS T R IC T S /O F F IC E S : 5  d is t r ic t s ;
O n e  m a in  o ffic e

#  O F  S A L E S /F IE L D  M A N A G E R S /R E P S : 5  D S R s

M AXIM UM  P A Y O U T  B Y  A G E N T : $ 1 0 0  o n  in s ta n t ;  
$ 5 9 9 o n - l in o

M E T H O D  O F  T IC K E T  D IST R IB U T IO N : B y  f ie ld  ro p s

S U P P U E R  IN FO :

IN S T A N T : S c ie n t i f i c  G a m e s  fo r  1 2  m illion  t ic k e ts

O N -U N E : S c ie n t i f i c  G a m e s  th r o u g h  5 /8 8

P A T a :  N o n e

E X P A N S IO N  P L A N S :

O N -U N E  T E R M IN A L S : H o p e  to  a d d  m o re

P A T a : D e s ire  to  t e s t  fo r  fu tu re  u s e

M U L T I-S T A T E : W ill n o t  p a r t ic ip a te

O T H E R : R u n n i n g t w o i n s t a n t g a m e s a t s a m e t i m e .

P R O D U C T  M EN U  4  E V O L U T IO N :

IN S T A N T : B e g a n  7 /7 8 ;  c h a n g e d  fa ll  6 6  to  lo w -ti 'e r  p r ize  

s tr u c tu r e ,  n o  d r a w in g s ;  to p  p n z e S 1 ,0 0 0 ;  8 -1 0  g a m e s  p e r  y e a r ,

1 .2 -2 .4  m illio n  t i c k e t  p e r  g a m e ;  l ife  o f  g a m e  4 -8  w e e k s ;

3 -D IG IT : P i c k 3 b e g a n '8 1 ; 6 d a y s / w k

4 -D IG IT : P ic k  4  b e g a n  9 /8 5 ; 6  d 3 y sA v k

L O T T O : T r i-S ta te  M e g a b u c k s  b e g a n  9 /8 5  a s  6 /3 0 ; c h a n g e  to  

6 /3 6  in  1 /8 6 ; S a t  d r a w ;  H a s  s u b s c r ip t io n

O T H E R : A ll lo tte r y  w in n in g s  f r e e  o l  s t a t e  t a x e s ;  A d v a n c e  p la y  

a n d  Q u ic k  P ic k  f e a tu r e s .

S A L E S  R A N K IN G : 1 .  i n s t a n t s

2 .  L o c o  (M e g a b u c k s )

3 .  3 -D ig it

4 .  4 -D ig it



military rules allow, a
. ^ i i a r d s o n  s p o k e s m a n  s a id  

j s d a y .

f ie ld , t  a n n in g  s a i a .  t i e  s a i a  n e  oe - \  
l ie v e s  C o w p e r  w ill n o t  t a k e  a  s im i-  lieV tv  
l a r  a p p r o a c h  to  h is  b ill  if  i t  p a s s e s  c o n fid e

V

American Tire 
Anders Cache 
Angel Creek
Big D Bar (Delta Junction)
Box Boy Stores 
Badger Rd. Video 
Circle M Lounge 
Comet Ctub 
Community Hdwr.
Co-Op Drug 
Cork's Pit Stop 
Comerstore (Roger Rd.) 
Evergreen Bar (Delta Junction) 
Fox General Store 
Garden Island Party Store 
Dale’s Alaska Chevron 
Fingertip Today (N.P)

T I C K E T S  A V A I I A B L E  A T :

D & H Liquor Store 
E.T.'s Ceramics 
49'er Bar 
Gold Hill
Gold Rush Saloon 
Golden Nugget 
Holtfs Music 
Hub Liquor 

- International Liquor 
Jack's Uquor (Delta Junction)
Larry's Barber Shop (North Pole)
Pike’s Landing
Pina Plus
Polaris Lounge
Super Valu Liquor Stores
Super Valu Grocery Stores
Petro Star Convenience Store (North

451-6865
F A IR B A N K S

OFFICE IN GAVORA MALL

l i to te fe fc fe

QTs Lounge 
Oaken Keg (Gaffney) 
Oaken Keg (College) 
Rivervlew Uquor 
Ruby's Cafe 
Sam's Donut*
SKS Texaco Station 
Tsck's Genera! Store 
Terry's Uquor 
Thrifty Uquor 
Valley Center 
Pizza Pub
Club 11 (North Pole) 
Mike's University Chevron



ECONOMIC IMPACT OF AN ALASKA LOTTERY

FEB. 1988

ALASKA LOTTERY 
FINANCIAL PLAN* 
FISCAL YEAR 1988

INCOME
I N S T A N T  GAMES 

O N - L I N E  GAMES 

I N T E R E S T  E AR NI N GS

TOTAL REVENUES

GAME EXPENSES
P R I Z E S  

C O M M I S S I O N S  
T I C K E T  C OS T S  

O N - L I N E  CHARGES

( 5 0 %  OF S A L E S )  

( 5 % OF S A L E S )  

( 1 . 2 *  OF S A L E S )  

( 3% OF S A L E S )

TOTAL GAME EXPENSES

OPERATING EXPENSES
A 0 V E R T I S I N G / P R 0 M 0 1 I O N  

P E R S O N N E L  E X P E N S E S  

S E R V I C E  AND S U P P L I E S  

D E P R E C I A T I O N

(2. 45 
(2.25

OF S A L E S )  
OF S A L E S )

( 1 . 5 *  OF S A L E S )

TOTAL OPERATING EXPENSES

NET INCOME

$ 2 7 , 5 0 0 . 0 0 0

2 7 . 5 0 0 . 0 0 0  

8 0 , 0 0 0

55.080.000

2 7 . 5 0 0 . 0 0 0

2 . 7 5 0 . 0 0 0  

6 6 0 , 0 0 0

1 . 6 5 0 . 0 0 0

32.560.000

1 . 3 0 0 . 0 0 0

1.200.000
8 5 0 . 0 0 0

120.000

3,470,000

$19,050,000

* Hypothetical Alaska Lottery financial plan projected from Oregon Lottery, 
FY 1988 draft financial plan.



ECONOMIC IMPACT OP AN ALASKA LOTTERY

R E T A I L E R  C O M M I S S I O N S

On a  p r o j e c t e d  $ 5 5 , 0 0 0 , 0 0 0  g r o s s  s a l e s  a n d  a  5% c o m m i s s i o n  t o  r e t a i l e r s  a  t o t a l  

o f  $ 2 , 7 5 0 , 0 0 0  u o u l d  b e  p a i d  t o  t h o s e  r e t a i l e r s .  A s s u m i n g  2 7 5  r e t a i l e r s  a r e  

c o n t r a c t e d  t o  m a r k e t  l o t t e r y  p r o d u c t s  ( o n e  r e t a i l e r  f o r  e v e r y  2 , 0 0 0  p o p u l a t i o n ) ,  

e a c h  r e t a i l e r  w o u l d  r e c e i v e  a n  a v e r a g e  o f  $ 1 0 , 0 0 0  a n n u a l l y .

I N S T A N T  GAMES T I C K E T  E X P E N S E S

T i c k e t  c o s t s  f o r  $ 2 7 , 5 0 0 , 0 0 0  ( o n e - h a l f  o f  t o t a l  s a l e s )  w o u l d  r u n  a b o u t  $ 0 6 0 , 0 0 0 .  

T h e s e  m o n i e s  w o u l d  m o s t  l i k e l y  e x i t  t h e  s t a t e .  S e c u r e  t i c k e t  p r i n t i n g  w i t h i n  

t h e  s t a t e  w o u l d  m o s t  l i k e l y  r e q u i r e  a  h i g h e r  e x p e n d i t u r e ,  r e d u c i n g  n e t  t o  t h e  
g e n e r a l  f u n d .

O N - L I N E  GAMES E X P E N S E S

O n - l i n e  c h a r g e s  i n c l u d e  l e a s e  o f  o n - l i n e  t e r m i n a l s  a n d  d a t a  l i n e  c h a r g e s  t o  t h e  

c e n t r a l  c o m p u t e r  m a n a g e m e n t  s y s t e m .  L e a s e  c h a r g e s  w o u l d  b e  n e g o t i a t e d  w i t h  a  

s e l e c t e d  v e n d o r  a n d  b e  d e p e n d e n t  o n  t h e  n u m b e r  o f  t e r m i n a l s  u s e d .  I f  we  a s s u m e  

a  l e a s e  f e e  o f  4 3  o f  o n - l i n e  s a l e s ,  t h e s e  c h a r g e s  w o u l d  t o t a l  $ 1 , 1 0 0 , 0 0 0 .  A b o u t  

o n e - h a l f  o f  t h i s  a m o u n t  w o u l d  e x i t  t h e  s t a t e  a n d  t h e  o t h e r  h a l f  w o u l d  b e  u s e d  b y  

t h e  v e n d o r  t o  s t a f f  t h e i r  A l a s k a  o p e r a t i o n s ,  a p p r o x i m a t e l y  1 0  a d d i t i o n a l  j o b s .

T h e  r e m a i n i n g  $ 5 5 0 , 0 0 0  w o u l d  p a y  f o r  d a t a  l i n e  c h a r g e s .  A p o r t i o n  o f  t h i s  w o u l d  

b e  a n  i n t e r a g e n c y  t r a n s f e r  f r o m  t h e  l o t t e r y  a g e n c y  t o  t h e  A l a s k a  T e l e c o m m u n i c a ­

t i o n s  N e t w o r k .  T h e  r e m a i n d e r  w o u l d  p u r c h a s e  d a t a  c o m m u n i c a t i o n  s e r v i c e s  f r o m  

l o c a l  t e l e p h o n e  c o m p a n i e s  t o  c o n n e c t  r e t a i l e r  t e r m i n a l s  t o  l o c a l  n o d e s  o f  t h e  
t e l e c o m m u n i c a t i o n s  n e t w o r k .

A D V E R T I S I N G  AND PROMOTI ON E X P E N S E S

$ 1 , 3 0 0 , 0 0 0  w o u l d  b e  s p e n t  f o r  a d v e r t i s i n g  a n d  p r o m o t i o n ;  TV.  4 3 3 ;  R a d i o ,  1 4 3 :  

P r i n t e d  M e d i a ,  1 0 3 ;  P o i n t - o f - S a l e ,  1 2 3 ,  P r o d u c t i o n ,  1 0 3 ;  P u b l i c  R e l a t i o n s ,  1 0 3 ;  
a n d  O t h e r ,  1 3 .  S e e  a t t a c h e d  t a b l e s  f o r  n a t i o n a l  a v e r a g e s  o f  l o t t e r y  e x p e n d i ­

t u r e s  f o r  a d v e r t i s i n g  a n d  p r o m o t i o n .  A l l  o f  t h e s e  e x p e n d i t u r e s  s h o u l d  r e m a i n  
w i t h i n  A l a s k a .

P E R S O N N E L  E X P E N S E S

S t a f f i n g  t h e  l o t t e r y  a g e n c y  w o u l d  r e q u i r e  a b o u t  2 5  e m p l o y e e s  f o r  a  s t a t e  r h e  

s i z e  o f  A l a s k a .  A t  $ 5 0 , 0 0 0  p e r  e m p l o y e e  t h e  b u d g e t e d  $ 1 , 2 0 0 , 0 0 0  w o u l d  p r o v i d e  
2 4  n e w  j o b s .

S E R V I C E  AND S U P P L I E S

G e n e r a l  o f f i c e  e x p e n s e s ,  $ 3 5 0 , 0 0 0 ,  w o u l d  r e m a i n  w i t h i n  t h e  s t a t e .  O f f i c e  3 n d  

w a r e h o u s e  s p a c e ,  o f f i c e  e q u i p m e n t ,  p h o n e ,  e t c .  w o u l d  b e  p r o v i d e d  b y  t h i s  
e x p e n d i t u r e .



O R E G O N  L O T T E R Y  
F I N A N C I A L  P L A N  
F I S C A L  Y E A R  1 9 8 8

F Y  1 9 8 8 FY 1 9 8 7 INCREASE

I N S T A N T  T I C K E T S  
M E G A B U C K S  
D A I L Y  4
I N T E R E S T  E A R N I N G S  
O T H E R  I N C O M E

6 0 , 4 7 6 , 3 8 9  
5 2 , 6 6 6 , 4 3 8  

9 , 2 3 5 , 9 6 3  
1 5 0 , 0 0 0  

1 8 , 0 0 0

6 4 , 3 2 8 , 0 0 0  
3 0 , 6 2 3 , 9 0 2  

2 , 1 4 0 , 6 4 0  
' 3 5 8 , 2 9 6  

5 1 , 0 0 0

( 3 , 8 5 1 , 6 1 1 )  
2 2 , 0 4 2 , 5 3 6  

7 , 0 9 5 , 3 2 5  

( 2 0 8 , 2 9 6 )  
( 3 3 , 0 0 0 )

T O T A L  R E V E N U E S 1 2 2 , 5 4 6 , 7 9 2 9 7 , 5 0 1 , 8 3 8 2 5 , 0 4 4 , 9 5 4

G A M E  E X P E N S E S  
P R I Z E S  
C O M M I S S I O N S  
O N - L I N E  C H A R G E  
T I C K E T  C O S T

6 1 , 2 7 3 , 3 9 6
5 , 8 7 1 , 3 3 0
3 , 9 5 9 , 2 0 0
1 , 4 7 7 , 4 3 8

4 8 , 7 5 0 , 9 1 9  
4 , 7 9 8 , 9 2 7  
2 ,  1 0 5 , 1 2 2  
1 , 7 3 6 , 8 5 6

1 2 , 5 2 2 , 4 7 7  
1 , 0 7 2 , 4 0 3  
1 , 8 5 4 , 1 5 8  

( 2 5 9 , 4 1 8 )

T O T A L  G A M E  E X P E N S E 7 2 , 5 8 1 , 4 4 4 5 7 , 3 9 1 , 8 2 4 1 5 , 1 8 9 , 6 2 0

G R O S S  P R O F I T 4 9 , 9 6 5 , 3 4 8 4 0 , 1 1 0 , 0 1 4 9 , 8 5 5 , 3 3 4

O P E R A T I N G  E X P E N S E S  
A D V E R T I S I N G / P R O M O T I O N S  
P E R S O N A L  E X P E N S E S  
S E R V I C E S  A N D  S U P P L I E S  
D E P R E C I A T I O N

2 , 9 4 2 , 5 3 0
2 , 6 7 2 , 6 2 0
1 , 9 2 7 , 6 7 8

3 6 5 , 7 5 4

2 , 9 8 6 , 2 5 8  
2 ,  6  O' 1 ,  0 7  o* 
1 , 8 4 4 , 8 0 0  

3 8 4 , 9 7 6

( 4 3 , 7 2 8 ) 

4 1 , 5 4 7  
8 2 , 8 7 8  

( 1 9 , 2 2 2 )

T O T A L .  O P E R A T I N G  E X P E N S E S 7 , 9 0 8 , 5 8 2 7 , 8 4 7 , 1 0 7 6 1 , 4 7 5

N E T  I N C O M E 4 2 , 0 5 6 , 7 6 6 3 2 , 2 6 2 , 9 0 7 9 , 7 9 3 , 8 5 9

D l ' S r .  T O  E C O N O M I C  
D E V E L O P M E N T  F U N D 4 1 , 6 6 5 , 9 0 9 3 3 , 3 5 9 , 9 9 9 8 , 3 0 5 , 9 1 0

A M O U N T  R E T A I N E D 3 9 0 , 8 5 7 ( 1 , 0 9 7 , 0 9 2 ) 1 , 4 8 7 , 9 4 9

>



U.S. LOTTERY RETAIL AGENTS

S T A T E
PO PU LA TIO N  
(In m illio n s )

T O T A L #
A G EN TS

#  O N -U N E  
TERM IN A LS

S A L E S
CO M M ISSIO N  BASE*

ARIZONA 3 .2 1 ,950 1,268 6%
CALIFORNIA 26 .4 19 ,500 6 ,5 0 0 5%
C O LO R A D O 3 .2 2 ,6 0 0 0 5%
C O N N EC TIC U T 3 .2 3 ,5 0 0 2 ,000 5%
DELAW ARE 0 .6 4 2 0 236 5%
D.C. 0 .6 681 5 6 0 6 %  in stan t/4 %  on-lino
ILLINOIS 11 .5 8 ,9 5 2 3 ,249 5%
IOWA 2 .9 3 ,5 0 0 1,100 5%
MAINE 1.2 1 ,600 700 8 %  in stan t/5 %  on-line
MARYLAND 4 .4 1 ,658 1,658 4 %
M A SSA C H U SE T T S 5 .8 4 ,7 0 0 4 ,3 6 7 5 %
MICHIGAN 9 .3 8 ,3 0 0 4 ,0 0 0 6%
M ISSO U RI 5 .0 4 ,5 5 0 1,410 5%
N EW  H A M PSH IR E 1.0 1 ,200 6 9 7 5%
N E W  JE R S E Y 7.6 4 ,1 0 0 4 ,1 0 0 5%
N EW  YO RK 17.8 10,393 4 ,4 0 0 6 %
O H IO 10 .7 6 ,6 0 0 3 ,800 5 %
O R E G O N 2 .7 2 ,4 0 0 1,200 5 %
PENNSYLVANIA 11.9 9 ,0 0 0 3 ,000 5%
V ER M O N T 0 .5 6 5 0 186 5%
W ASH IN G TO N 4 .4 3 ,9 0 0 930 5%
W E S T  VIRGINIA 1.9 2 ,5 2 7 7 80 5 %

G e n e ra l N o tes
• D o e s  n o t include incen tive  p ro g ra m s  o r c a sh in g  fees
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.-i
2 6 G a m i n g  &  W a g e r i n g  B u s i n e s s J u n e  1 9 8 7

I N C E N T I V E  P R O G R A M S  P R O L I F E R A T E

L o t t e r y  a g e n t s  c o n t i n u e  t o  c a s h  i n  o n  c o m m i s s i o n s

L o t t e r y  a g e n t s  c o n t i n u e  to  c a s h  in  o n  

t h e  l o t t e r y  f r e n z y  s w e e p i n g  t h e  c o n t i ­

n e n t .

I n  f i s c a l  1 9 8 6 ,  t o t a l  c o m m i s s i o n s  p a id  

to  t h e  1 4 4 .4 4 4  N o r t h  A m e r i c a n  l o t t e r y  

a g e n t s  a m o u n t e d  to  U S $ 7 7 9 .5  m i l l i o n ,  

w h i c h  r e p r e s e n t e d  5 .5  p e r c e n t  o f  t h e  i n ­

d u s t r y 's  t o t a l  s a l e s .

( S e p a r a t e l y ,  t h e  2 3  U .S .  l o t t e r i e s  p a id  

o u t  $ 6 6 0 .3  m i l l i o n  in  c o m m is s i o n s ,  t h e  

f i v e  p r o v i n c i a l  l o t t e r i e s  C $ 1 5 9 .6  m i l l i o n  

o r  U .S .  $ 1 1 9 .2  m i l l i o n . )

I n  t h e  U .S . ,  t h e  a g e n t s  e a r n i n g  t h e  b i g ­

g e s t  c u t  o f  t h e  p i e  o p e r a t e  i n  A r i z o n a ,  

M a i n e ,  M i c h i g a n ,  N o w  Y o r k  a n d  R h o d e  

I s l a n d ,  w h e r e  c o m m i s s i o n s  a v e r a g e  b e ­

t w e e n  6  a n d  8  p e r c e n t  o f  s a l e s .  (S e e  

t a b le  1 .)

I n  C a n a d a ,  a g e n t s  c o m m is s i o n s  a r e  

h i g h e r  o n  t h e  a v e r a g e  ( a b o u t  8 .1  p e r c e n t  

o f  s a l e s )  t h a n  t h e i r  c o u n t e r p a r t s  i n  t h e  

U .S .  b e c a u s e  c o m m is s i o n  s t r u c t u r e s  

v a r y  b y  g a m e .  W h i le  o n - l i n e  a g e n t s  

t y p i c a l l y  e a r n  a  5 - p e r c e n t  c o m m is s i o n  

f o r  s a l e s ,  t h e  r a t e  f o r  t h e  n a t io n a l  p a s s ­

i v e  g a m e s  i s  s e t  a t  8  p e r c e n t  f o r  t h e  S 1 0  

S u p e r  L o to  t i c k e t ,  1 0  p e r c e n t  f o r  th o  S 5  

P r o v i n c i a l  t i c k e t .  C o m m is s i o n s  a l s o  

v a r y  f o r  p r o v i n c i a l  p a s s i v e  g a m e s  a n d  

i n s t a n t  t i c k e t s .

L o t te r io s  l i c e n s e  a  w i d e  v a r i e t y  o f  

r e t a i l  o u t l e t s  to  s e l l  l o t t e r y  t i c k e t s ,  i n ­

c l u d i n g  f r u i t  a n d  v e g e t a b l e  m a r k e t s ,  

s n a c k  b a r s / m a s s  m e r c h a n d i s e r s ,  s p o r t ­

i n g  g o o d  s t o r e s ,  n u r s e r i e s ,  a r c a d e s ,  

t r a v e l  a g e n c i e s  a n d  r a c e t r a c k s .

In  C a n a d a ,  n o n - p r o f i t  a s s o c i a t i o n s  

a n d  m o b i le  t i c k e t  s e l l e r s  a l s o  h a w k  

t i c k e t s .  T h e  f r e e - s t a n d i n g  l o t t e r y  k io s k ,  

a  f i x t u r e  i n  C a n a d a ,  g e n e r a t e s  s u b s t a n ­

t i a l  s a l e s  i n  m a l l s .

A l t o g e t h e r ,  111 N o r t h  A m o r i c a  t h e r e  

a r e  2 4 ,9 1 4  g r o c e r s ,  3 4 ,0 6 1  c o n v e n i e n c e  

s t o r e s .  1 3 .0 4 8  l i q u o r  s t o r e s ,  8 ,5 3 8  r e s ­

t a u r a n t s  a n d  t a v e r n s ,  4 ,4 3 5  n e w s s t a n d s ,  

1 4 .2 9 2  d r u g / v a r i e t y  s t o r e s ,  a n d  2 .4 0 8  

t o b a c c o n i s t s  s e l l i n g  l o t t e r y  t i c k e t s .  (S e e  

t a b le s  2  a n d  3 .)

T h e  s a l e s  c o n t r i b u t i o n  b y  t y p e  o f  

a g e n t  v a r i e s  s i g n i f i c a n t l y ,  a s  i l l u s t r a t e d  

in  t a b le  4  ( p a g e  2 8 ).

I n c e n t i v e  p r o g r a m s  

W h i le  l o t t e r i e s  t y p i c a l l y  d o  n o t  

c h a n g e  t h e i r  s a l e s  c o m m is s i o n ,  i t  i s  n o t  

u n c o m m o n  f o r  s p e c i a l  b o n u s e s  t o  b e  in ­

s t i t u t e d  to  h ik e  s a l e s .

In  1 9 8 7 , a g e n t  i n c e n t i v e  p r o g r a m s  a r e  

e x p e c t e d  to  p r o l i f e r a t e  a s  l o t t e r i o s  s e e k  

n e w  w a y s  t o  a r r e s t  d e c l i n e s  i n  m a t u r i n g  

p r o d u c t s .

C u r r e n t l y ,  s a l e s  b o n u s e s  t ie d  to  

a g e n t s  a c h i e v i n g  h i g h e r  s a l e s  q u o t a s  

a r e  f o u n d  o n l y  i n  t h r e e  s t a t e s :  A r i z o n a ,  

C o lo r a d o  a n d  M i s s o u r i .

M o r e  p o p u l a r  b y  f a r  i s  t h e  1 -p e r c e n t  

b o n u s  g i v e n  o u t  t o  t h e  a g e n t  w h o  s e l l s  

t h e  w i n n i n g  lo t t o  j a c k p o t  t i c k e t  o r  h i g h -  

t i e r  i n s t a n t  t i c k e t .  E le v e n  N o r t h  A m e r i ­

c a n  l o t t e r i e s  o f f e r  t h i s  t y p e  o f  b o n u s .

C r i t i c s  o f  t h e  p r i z e  b o n u s ,  h o w e v e r ,  

c o n t e n d  t h a t  i t  d o e s  n o t  r e w a r d  th e  

h a r d - w o r k in g  a g e n t ,  b u t  r a t h e r  th e  

l u c k y  o n e .  C o n s e q u e n t l y ,  m a n y  m a tu r e

T a b le  1
U . S .  &  C a n a d i a n  L o t t e r i e s '  

c o m m i s s i o n  a n d  b o n u s  p l a n s

L o t t e r y

A r i z o n a

O fT -I ln e

A g e n t s

7 3 5

O n - l i n e

A g e n t s

1 ,2 7 5

T o t a l

A g e n t s

2 .0 1 0

S a le *

C o m -  A d d i t i o n a l  

m i s s i o n  B o n u s

8 %  1 %  q u o t a  b o n u s

F Y  '8 8  %  

C o m m i t -  o f  

I o n a  F Y  ’ 8 6  

(S M )  s a l e *

S  7 .3  6 .0 %
C a l i f o r n i a 1 9 .0 7 0 5 ,3 1 5 2 4 .3 8 5 5 % 1 /2 %  o f  to p  t h r e e  t i e r  

l o t t o  p r i z e s .  $ 1 ,0 0 0  +  

i n s t a n t  t i c k e t s

8 3 .3 5 . 1 %

C o lo r a d o 2 .7 0 0 — 2 .7 0 0 5 % 1 %  s a l e s  b o n u s  (1 ) 6 .5 6 .0 %
C o n n e c t i c u t 1 ,7 5 0 1 .9 7 5 3 ,7 2 5 5 % B o n u s  p la n  f o r  h i g h  

t i e r  i n s t a n t  v / i n n c r s

2 1 .2 4 . 9 %

D e l a w a r e 1 7 9 2 3 8 4 1 5 5 % 2 %  b o n u s  f o r  $ 1 0 0 +  w i n n e r  2 .0  

1 %  b o n u s  i f  e x c e e d  

a v e r a g e  p a y o u t

5 .0 %

D .C . (1 ) 9 9 5 8 0 6 7 9 4 - 8 % 3 %  r e d e m p t i o n :  1 %  f o r  

s e l l i n g  w i n n i n g  l o t t o  

j a c k p o t  t i c k e t

6 .3 5 . 3 %

I l l i n o i s 5 .5 6 2 3 .3 8 2 8 .9 4 4 5 % 1 %  f o r  a n y  t i c k e t  

w i n n i n g  o v i ;  $ 1 ,0 0 0

e s . a 5 .1 %

I o w a 2 ,2 5 3 1 ,0 5 0 3 .3 0 3 5 % 1 %  f o r  s e l l i n g  w i n n i n g  

l o t t o  | a c k p o t  w i n n e r

4 .4 5 .4 %

M a i n e  (2 ) 1 ,0 0 0 7 0 0 1 ,7 0 0 5 - 8 % B o n u s  f o r  s e l l i n g  

w i n n i n g  t i c k e t s

2 .6 6 .6

M a r y l a n d 1 .8 8 7 1 ,8 8 7 4 % 3 %  r e d e m p t io n :  S I  fo r  

e a c h  o r o c e s s i n g  c l a i m  
f o r  6 0 0 +  p r i z e s

3 8 .5 5 .1 %

M a s s a c h u s e t t s 8 9 5 4 ,4 8 7 5 ,3 8 2 5 % 1 %  r e d e m p t io n :  1 %  For 

s e l l i n g  w i n n i n g  lo t t o  

j a c k p o t  t i c k e t

6 4 .0 . 5 .6 %

M i c h i g a n 5 .0 8 3 3 .1 1 7 8 .2 0 0 6 % 2 %  r e d e m p t io n 6 7 .0 6 .7 %
M i s s o u r i 3 .8 0 0 1 .4 0 0 5 .0 0 0 5 % 1 %  q u o t a  b o n u s  fo r  

I n s t a n t  s a l e s

1 1 .5 5 .8 %

N e w  H a m p s h i r e 5 2 5 7 3 4 1 .2 5 9 5 % B o n u s e s  For s e l l i n g  

w i n n i n g  i n s t a n t  a n d  

o n - l i n e  s a l e s

1 .7 5 .0 %

N e w  ( e r s e y — 4 .2 0 9 4 .2 0 9 5 % 1 %  r e d e m p t io n 5 3 .0 5 .3 %
N e w  Y o r k 6 .0 3 0 4 .2 4 8 1 0 ,2 7 6 6 % N o n e 7 9 .0 6 .0 %
O h io 2 .7 0 0 3 .8 0 0 6 ,5 0 0 5 .5 % . 5 -1 .5 %  r e d e m o t i o n 5 1 .7 5 . 5 %
O r e g o n 1 .1 4 0 1 .1 6 0 2 .3 0 0 5 %  1 %  r e d e m p t io n  

3 %  P A T
4 .7 5 .3 %

P e n n s y l v a n i a 8 ,0 0 0 3 ,0 0 0 9 ,0 0 0 5 % Q u o ta  b o n u s e s  f o r  

i n s t a n t  s a l e s

6 8 .7 5 .2 %

R h o d e  I s l a n d  (3 ) 4 5 0 8 5 0 1 ,1 0 0 5 -8 % 1 %  f o r  o f f - l i n e  t i c k e t  

w i n n i n g  o v e r  S 1 .0 0 0
4 .1 7 .2 %

V e r m o n t

W a s h in g t o n

8 6 9

2 .8 8 0

1 8 9  

9 3 7  "

8 5 8

3 .8 1 7

5 %

5 %

1 %  f o r  a n y  t i c k e t  

w i n n i n g  o v e r  $ 5 0 0  

" A s k  f o r  S o l e "  b o n u s

.6

9 . 2 "

5 .0 %

" 5 . 1 %
W e s t  V i r g i n i a 2 ,1 2 7 7 8 0 2 ,9 0 7 5 % 1 %  f o r  a n y  t i c k e t  

w i n n i n g  o v e r  $ 5 0 0
2 .6 4 .9 %

T o t a l 8 5 ,4 4 7 4 4 ,9 0 9 1 1 0 ,3 5 8 $ 6 6 0 .3 5 . 5 %

C a n a d i a n  L o t t e r i e s

A t l a n t i c 2 ,1 8 5 1 ,5 0 8 3 ,6 9 3 5 -1 0 % 1 %  f o r  a n y  t i c k e t  

w i n n i n g  o v o r  $ 1 0 ,0 0 0  

$ .1 0  f o r  c a s h i n g

S  8 .7 5 . 7 %

8 .  C o lu m b ia 8 1 0 2 ,0 2 5 2 ,8 3 5 5 -1 0 %  N o n e 1 7 .6 5 .3 %

L o to -Q u e b e c 8 ,0 9 1 4 ,0 5 7 1 2 ,1 4 8 5 -1 0 % 1 %  f o r  a n y  t i c k e t  

w i n n i n g  o v e r  S 1 .0 0 0
4 8 .0 5 .4 %

O n ta r io 8 .0 7 3 4 .0 0 0 1 2 ,0 7 3 5 -1 0 % 1 %  f o r  a n y  t i c k e t  

w i n n i n g  o v e r  $ 1 0 ,0 0 0  

Sl.O O G  b o n u s  f o r  

l a c k p o t .  $ 5 0 0 ,  2 n d  t i e r  

lo t t o  t i c k e t

6 5 .8 6 .9 %

W e s te r n 1 .6 7 8 1 .8 8 1 3 .5 3 9 5 -1 0 % 2 %  r e d e m p t io n 1 9 .4 6 . 1 %

T o t a l 2 0 ,8 3 7 1 3 ,4 5 1 3 4 .0 8 8 $ 1 5 9 . 8 8 . 1 %

(1| D.C p a p  4% for m *IIm  w ko . * *  for la m a i u Im
(2) M«Im  S% for oa+Jlaa u ln .  1% for InMaat u l n
(3) IKoti* fiUad pajm for oa-ilao m Ics. 2% far lo tlaa l m Im
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Qaming .* Wugcring Business

~'s^ r r

lo t t e r l e a  a r e  c o n s i d e r i n g  i n c o n t i v e  p r o ­

g r a m s  to  h ik e  s a l e s .

M a r k e t i n g  e x p e r t s  s a y  I n c e n t i v e  p r o ­

g r a m s  t i e d  to  s a l e s  m o t i v a t e  th o  a g o n t  to  

p u s h  th o  p r o d u c t  t h r o u g h  t h e  d i s t r i b u ­

t io n  c h a n n e l .  W h i le  l o t t e r i e s  c a n  t r y  to  

r e ju v e n a t e  s a l e s  b y  r e p o s i t i o n i n g  t h e  

p r o d u c t  o r  c h a n g i n g  t h e  p r i z e  s t r u c ­

t u r e .  w i t h o u t  c o n c r e t e  r e t a i l o r  s u p p o r t ,  

s a l e s  w i l l  n o t  im p r o v e .

T h e  p r o b le m  w i t h  p a y i n g  q u o t a  b o ­

n u s e s  i n  m o n e y  to  a g e n t s ,  d i r e c t o r s  f e e l ,  

i s  t h a t  t h e y  g e t  d i s i l l u s i o n e d  o r  a n n o y e d  

i f  t h e y  d o n 't  m e a t  t h e i r  q u o t a  t h e  n e x t  

m o n t h .  M e r c h a n d i s e  a w a r d s  s e r v e  a s  a  

c o n s t a n t  r e m in d e r  o f  t h e  l o t t e r y ' s  r o le  

in  a n  a g e n t 's  b u s i n e s s .

R e c e n t l y ,  t h o  M i c h i g a n  l o t t e r y  b e ­

c a m e  t h e  f i r s t  s t a t e  t o  i n s t i t u t e  a n  i n c e n ­

t i v e  p r o g r a m  w h e r e  a g e n t s  w i n  m e r ­

c h a n d i s e  p r i z e s  f o r  e x c e e d i n g  s a lo s  

q u o t a s  f o r  i t s  3 - d i g i t  a n d  4 - d i g i t  g a m e s .

T h e  f i r s t  i n  a  s e r i e s  o f  f o u r  e i g h t - w e z k  

i n c e n t i v e  p r o g r a m s  to  r u n  in  f i s c a l

1 9 8 7 ,  t h e s e  n u m b e r s  p r o m o t i o n ' i n ­

v o l v e  a g e n t s  e a r n i n g  f i v e  a w a r d  p o in t s  

f o r  e a c h  d o l l a r  s o ld  o v e r  t h e i r  w e e k l y  

s a l e s  g o a l .

A w a r d  c r e d i t s  a r e  d e p o s i t e d  e a c h  

w e e k  to  a n  a g e n t 's  “ a w a r d  b a n k  a c ­

c o u n t "  P o in t s  c a n  b e  r e d e e m e d  a t  a n y  

t im e  o r  a c c u m u l a t e d  o v e r  a i l  f o u r  p r o ­

m o t i o n s  f o r  l a r g e r  v a l u e  p r i z e s .  T h e r e  

a r e  s e v e n  a w a r d  c o l l e c t i o n  l e v e l s ,  w i t h  

m e r c h a n d i s e  r a n g i n g  f r o m  c a l c u l a t o r s  

to  3 5 - m i l l lm e t e r  c a m e r a s .

B e fo r e  t h e  p r o m o t i o n 's  s t a r t - u p ,  t h e  

l o t t e r y ' s  D a l ly  4  s a l e s  w e r e  a v e r a g i n g  

9 .5  p e r c e n t  o v e r  t h e  p r e v i o u s  y e a r .  

S i n c e  t h e  p r o g r a m ’s  s t a r t - u p .  D a i l y  4  

s a l e s  a r e  u p  2 0 .7  p e r c e n t

A p p a r e n d y ,  t h e s e  n u m b e r s  h a v e  a l s o  

i m p r e s s e d  l o t t e r y  e x e c u t i v e s  e l s e w h e r e .  

A c c o r d i n g  t o  a  r e c e n t  G a m in g  f r  W a g e r ­

i n g  B u s in e s s  s u r v e y ,  1 0  N o r t h  A m e r i c a n  

l o t t e r i e s  a r e  c o n t e m p l a t i n g  m e r c h a n ­

d i s e / c a s h  i n c e n t i v e  p r o g r a m  in  f i s c a l

1 9 8 8 .  I t  s h o u ld  b e  a  g o o d  y e a r  f o r  l o t ­

t e r y  a g e n t s .  — T .  L a  F l e u r

fT a b le  4  i s  o n  p a g e  2 8 )

W h e r e  t h e y ’ r e  s o l d  

i n  N o r t h  A m e r i c a

Conven ience stores 34 ,061 
Grocers  24 ,914
Drug/var ie ty  14,292
L iquor  stores 13,048
Restaurants , bars 8 ,536 
Newsstands 4 ,435
Smokeshops 2 ,408
Other*  42 ,750
T O T A L  ’  1 4 4 , 4 4 4

'includes gas staUons, racetracks, bowl­
ing alleys, beauty shops and specialty 
stores.

T a b l e  2

L o t t e r y

O n - l i n e  A g e n t s  

D i s t r i b u t i o n  o f  a g e n t s  b y  t y p e  o f  b u s i n e s s

C o n v e n ­

i e n c e  U q u o r  R e s t a u r a n t /  N e w * -  D r u g /  S m o k e -  

G r o c e r *  S to r e *  S t o r e s  T a v e r n *  s t a n d s  V a r i e t y  s h o p *  O t h e r

T o t a l

A g e n t s

A r i z o n a 4 7 0 8 3 7 8 7 4 1 2 1 8 10 1 0 1 .2 8 5

C a l i f o r n i a 9 8 3 1 ,8 4 4 1 ,5 8 3 2 0 2 5 2 9 2 11 4 1 5 5 .3 1 3

C o n n e c t i c u t 1 7 0 8 8 5 5 3 5 6 9 2 0 9 1 5 4 1 0 5 4 ? 1 .9 7 5

D e l a w a r e 2 4 5 7 9.1 0 1 9 12 3 2 5 2 3 6

D .C 7 5 1 2 2 2 4 4 2 3 2 3 6-1 0 2 9 5 8 0

I l l i n o i s 8 1 2 ■ 0 7 0 6 4 3 1 8 9 1 4 5 3 7 2 0 5 4 5 3 .3 8 2

I c w a 3 8 5 5 3 4 2 0 2 5 0 3 9 0 6 7 1 ,0 5 0

M a r y l a n d 1 0 4 3 8 7 8 1 9 1 8 8 3 3 2 5 8 0 1 0 0 1 ,6 8 7

M a s s a c h u s e t t s  4 3 1 1 ,7 7 7 1 ,0 0 5 1 5 3 2 4 7 4 3 1 0 4 4 4 4 ,4 6 7

M i c h i g a n 1 ,1 8 4 9 3 5 5 8 1 2 5 0 4 0 5 6 0 3 .1 1 7

M i s s o u r i 5 0 4 5B 0 1 1 2 4 2 0 4 2 0 n z 1 .4 0 0

N e w  J e r s e y 5 1 3 4 4 8 0 1 9 1 9 4 3 0 5 1 3 2 9 0 9 6 4 .2 0 9

N e w  Y o r k 1 .0 8 9 0 3 7 3 2 8 1 1 .3 7 3 0 0 1 ,1 3 0 4 .2 4 6

O h io 1 ,3 8 8 4 5 8 7 2 2 3 8 0 1 5 2 4 1 8 3 0 4 0 3 .8 0 0

O r e g o n 2 1 3 5 7 4 4 4 1 5 2 4 3 0 2 6 8 1 .1 6 0

P e n n s y l v a n i a 8 3 0 4 3 5 1 8 5 2 1 3 2 8 8 2 8 1 3 9 9 6 9 3 .0 0 0

R h o d e  I s l a n d 1 0 1 1 4 2 1 8 5 7 0 2 2 9 9 9 4 1 6 5 0

W a s h in g t o n 1 7 7 8 1 0 6 6 8 2 9 4 7 0 0 9 3 7

W e s t  V i r g i n i a 1 4 8 4 6 5 9 1 7 1 3 2 9 0 9 9 7 8 0

T o ta l 9 .3 8 2 1 1 .3 7 4 8 ,9 6 8 3 .9 2 1 3 .0 1 3 3 .4 8 5 7 7 7 4 .3 9 7 4 3 .2 9 6

%  o f  t o t a l 2 1 .6 % 2 8 .3 % 1 6 .1 % 9 .1 % 7 .0 % \ 0 % 1 .8 % 1 0 .2 %

a • _ m. M. •
c & C i i 3 Q  L o t t e r i e s

A U a n t ic 3 0 7 3 9 0 3 0 1 6 8 4 8 3 0 6 0 1 .5 0

B .C . 4 3 1 .1 7 9 0 1 8 7.00 1 8 8 0 3 9 9 2 .0 2 3

L o to  Q u e b e c 7 5 5 1 ,7 2 8 0 1 9 5 0 2 1 1 7 8 7 4 0 2 4 .0 5 7

O n ta r io 3 9 2 1 .2 0 0 0 0 2 1 2 1 .4 2 0 0 7 7 6 4 .0 0 0

W e s te r n 4 3 7 5 8 0 4 1 0 5 6 4 1 7 4 2 8 1 1 ,8 6 1

T o ta l 1 ,2 0 2 5 ,8 0 4 0 2 8 2 5 7 8 2 ,8 8 4 9 4 1 1 .9 1 8 1 3 .4 4 9

%  o f  t o t a l 9 .4 % 4 1 .7 % 0 .0 % 2 .1 % 4 . 3 % 2 1 .3 % 7 .0 % 1 4 .3 %

None
t| No d m  available for Maine. New Hempahir* or Vermont
3) New York groupa convenience atom  and grocer* lot*<bar
3| Clauifled aa bov*r«ge dUtnburor
41 Other include* kioak category. Percenlage of agent network: 9.C. (7.8%): LotoQuebec (4 J%| Ontario |7.3%l: Wetitrn (7 3>|
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O f f - l i n e  A g e n t s

D i s t r i b u t i o n  o f  a g e n t s  b y  t y p e  o f  b u s i n e s s

C o n v e n ­

i e n c e L i q u o r  R e s t a u r a n t / N e w s ­ D r u g / S m o k e ­ T o t a l
L o t t e r y G r o c e r * S to r e * S t o r e s T a v e r n * s t a n d s V a r i e t y s h o p s O t h e r A g e n t s

A r i z o n a 1 3 7 3 7 5 5 3 3 4 6 3 3 5 I S 2 4 7 3 5

C a l i f o r n i a 4 ,2 4 5 3 .2 9 9 3 ,2 1 7 1 .4 0 4 0 1 .4 9 9 0 5 .4 0 6 1 9 ,0 7 0

C o lo r a d o 4 6 6 9 4 1 5 4 0 1 1 5 0 4 8 8 0 171 2 .7 0 0

C o n n e c t i c u t 5 2 9 4 1 0 5 0 9 3 9 9 5 1 4 9 0 2 1 1 .7 5 0

D e l a w a r e 2 7 8 1 4 8 3 0 0 2 2 9 1 7 9

D .C . 2 8 2 0 17 3 1 0 14 1 9 9 9

I l l i n o i s 1 ,7 2 4 6 8 7 8 1 2 8 3 4 1 9 5 3 7 3 1 2 8 1 .0 2 9 5  5 8 2

I o w a 4 9 8 8 3 4 4 5 2 8 8 0 1 1 5 0 4 7 0 2 .2 5 3

M i s s o u r i 8 1 2 1 ,2 6 0 3 8 2 3 1 3 11 1 0 8 0 9 1 4 3 ,6 0 0

O h io 3 7 8 5 4 0 1 6 2 1 3 5 2 7 1 8 2 0 1 .2 9 6 2 .7 0 0

O r e g o n 2 9 8 5 0 7 8 4 1 1 3 2 18 1 1 3 7 1 .1 4 0

R h o d e  I s l a n d S 3 1 3 8 5 3 5 3 2 4 7 2 1 0 1 4 5 0

V e r m o n t 4 0 8 1 7 4 2 0 0 0 2 0 4 7 0 6 8 9

W a s h in g t o n 5 8 0 1 ,4 1 5 2 4 0 3 2 1 1 5 9 1 6 8 0 0 2 .8 8 0
W e s t  V i r g i n i a 3 7 4 7 4 2 1 1 8 8 8 2 0 1 6 6 0 8 2 1 2 .1 2 7

T o t a l 1 0 .3 5 2 1 1 ,3 8 3 6 ,0 8 0 3 .7 8 8 5 8 3 3 ,3 3 8 1 9 0 1 0 ,2 1 6 4 5 .9 1 4
%  o f  t o t a l 2 2 .5 % 2 4 .8 % 1 3 .2 % 8 .2 % 1 .3 % 7 .3 % 0 .4 % 2 2 .2 %

, , .
v . d i i d u i a u  L u i w r t c a

A t l a n t i c 1 0 9 1 .1 5 8 0 2 2 1 9 6 3 1 6 6 0 2 .1 8 5
B .C . 8 2 3 1 0 1 6 4 2 2 0 0 2 9 3 6 1 0
L o to -Q u e b e c 2 ,8 0 8 2 .3 0 8 0 4 8 5 0 3 1 6 3 2 4 1 .8 5 3 8 .0 9 1
O n t a r io 9 6 9 1 .3 7 2 0 0 0 3 .3 9 1 0 2 ,3 4 1 8 .0 7 3
W e s te r n 4 4 6 5 9 0 6 3 0 2 4 7 1 0 5 5 6 0 1 .8 7 8

T o ta l 3 .9 3 8 .  5 .7 2 7 0 5 0 7 2 6 1 4 .6 0 5 4 9 4 5 .0 4 7 2 0 .6 3 7
%  o f  t o t a l 1 9 .1 % 2 7 .7 % 0 .0 % 2 .7 % 1 .3 % 2 2 .3 % 2 .4 % 2 4 .5 %
N U K
II No ofNine agents in New Jersey or Maryland
21 No dila available for Maine. MasMChusetis. Michigan. New Hampshire. New York or Pennsylvania
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p re v io u s  page}
S a l e s  C o n t r i b u t i o n  b y  T y p e  o f  A g e n t

G r o c e r *
C o n v e n ie n c e

S to re *

u . s

R e ta i l  
L iq u o r  S to r e

(% of sales)
i. L o t t e i

R e s t a u r a n t s /
T a v e r n s

r i e s

N e w a ta n d * D r u g /V a r ie ty S m o k e s h o p s O t h e r
O f f - l in e  O n - l in e O f f - l in e  O n - l in e O f f - l in e  O n - l in e O f f - l in e  O n - l in e O f f - l in e  O n - l in e O f f - l in e  O n - l in e O f f - l in e  O n - l in e O f f - l in e  O n - l in e

A r iz o n a 3 4 .7 %  4 5 .0 % 4 8 .1 % 4 3 .5 % 3 .1% 3 .3% 2 .4% .7 % .1 .5% 4 .9% 5.9% .3 % 1.2% .1 % 3 .1 % 1 .8 %
C a li fo rn ia 3 8 .0 17 .8 2 0 .0 3 7 .3 14.1 30.1 3.5 2.5 — — 5.9 5.1 — .3 10 .4 6 .3
C o lo ra d o 38 .2 — 37.5 — 8.8 — 1.6 — — — — — — — 10.7 —

C o n n e c t ic u t 28.1 10.3 23 .4 3 4 .7 29.1 27.1 2.2 3 .5 5.4 15.9 8.5 7.8 — — 1.2 2 .4
D e la w a re 9 .0 8.1 57 .0 18 .7 21 .0 41 .3 10.0 — — 13.0 1.0 5 .4 — 1.8 2 .0 11 .9
D .C . . 2 0 .0 10.0 10 .0 7 .0 2 0 .0 80 .0 5.0 3 .0 10 .0 2.0 2 0 .0 5.0 — — 15.0 13 .0
Illin o is 24 .3 19.9 21 .0 2 0 .6 10 .8 20.3 12 .0 5 .6 3 .0 3.8 3.9 8 .9 — • 2 5 .2 2 0 .9
Io w a 39 .2 50 .0 4 0 .8 40 .4 1.5 .1 6.4 1.4 — — 2.4 2 .7 — — 9.8 5.4
M a ry la n d — 6 .7 — 2 0 .9 — 39.5 — 10.1 — 2.1 — 15.8  ' — • — 4 .9
M a s s a c h u s e t t s — 10.6 — 3 8.9 — 25.1 — 2.2 8 .5 — 7 . 7 — * — 7.0
M ic h ig a n •— 6 0 .0 — 2 0 .0 — 12.0 — .4 — — — 7 .0 — .8 — —
M is s o u r i 28 .4 36 .0 4 3 .0 4 2 .0 7.7 8 .0 5.5 3 .0 .4 — 2.0 3 .0 — — 1 3 .0 8 .0
N e w  Je rse y — 10.1 — 13.2 — — — 40.2 — 14.1 — 11.6 — 8.3 —- 2.5
N e w  Y o rk 39 .2 25 .6 — — 7.7 8.9 6.3 6 .6 22 .3 32 .3 — — • » 2 4 .5 2 8 .6
O h io 3 0 .0 3 4 .0 1 5 .0 11 .0 17 .0 20 .0 10 .0 8 .0 5 .0 6 .0 10.0 13 .0 — — 1 3 .0 8 .0
O re g o n 28.1 18.4 4 4 .5 49 .5 5.0 3.8 9.9 1.3 .2 .2 1.6 3 .7 .1 — 1 2 .0 23 .1
P e n n s y lv a n ia 18.7 — 13.0 — 8.2 — 5.9 — 12.8 — • 8 .8 — 1.8 — 32 .8
W a s h in g to n 40 .1 18.7 36 ,8 6 4 .9 9.2 .5 8.8 6 .0 1.0 3.4 4 .3 • 5 .9 — — 1.2 .6
W e s t V irg in ia 1 9 .6 18 .0 5 3 .8 62 .0 2.1 .7 2.1 1.4 1.4 2.2 5.5 3.5 — — 5 .2 3 .6

A tla n t ic 2 .0 1.0 5 0 .0 50 .0

C a n a d i a n  L o t ; t e r i e s
12.0 11.5 31.4 3 3 .2 4 .5 4 .0

B .C . .9 1.4 16 .7 3B.5 — — i.i .4 2.8 12.9 1.3 8.7 • • 77 .2 38.1
L o to -Q u e b e c 32 .3 12 .9 3 0 .2 35.5 — — 8 .3 8 .2 — — 4.2 4 .6 4.1 4 .6 2 0 .9 36 .2
O n ta r io 9 .0 7.3 17 .0 2 2 .8 — — — — — — 36.5 3 8 .8 — — 37 .5 31.1
W e s te rn 2.1 1.7 4 0 .2  - 27 .9 — — 4 .0 1.2 6 .8 9.5 14.1 2 7 .9 ♦ » . 3 3 .0 3 1 .8
* Nawaland/Tobacconlat/Sundrlaa combined claaalflcallon



T H I R D  A N N U A L  A D V E R T I S I N G  R E P O R T

L o t t e r y  a d  b u d g e t s  r e m a i n  f l a t  i n  f i s c a l  ' 8 7

A d vertising  e x p e n d itu re s  fo r tho 23 
U S. lo tteries sh o u ld  top  S156.4 m illion  
in fiscal 1987. a  26.4 p e rc e n t leap  over 
fiscal 1988. H ow ever, e s tab lish ed  lot­
terios a re  ho ld in g  do w n  th e ir  b u d g e ts  as 
sales fla tten  out.

lri C a n ad a , th e  five C a n a d ia n  lo tte ries  
spent CS51 m illion  on  ad v ertis in g , up 
3.3 p e rcen t from  th e  p rev io u s y ea r . F is­
cal 1987 lo ttery  sa les a re  ex p ec ted  to h it 
CS3.3 b illion , a 27.4 p e rc e n t ju m p  over 
th p rev ious year.

Sales for th e  U .S. lo tte ries  a re  es ti­
m ated  a t S12.4 b illion , a ju m p  o f 2.8 p e r­
cen t from  last y e a r 's  S12.1 b illion . In 
C an ad a , fiscal 1987 sa les a re  p ro jec ted  
at CS3.3 billion , u p  from  S2.6 b illion  in 
fiscal 1986 (see tab le  1),

T aken  tog e th er, ad v e rtis in g  re p re ­
sen ted  1.26 p e rc e n t o f sa les for th e  U.S. 
lo tteries . 1.52 p e rc e n t fo r th e  C anadian- 
lo tteries.

Table 1 also  sh o w s th a t ad v ertis in g  
ex p e n d itu re s  g rew  a t a fa ste r  p ace  th an  
sa les fo r 12 s ta te  lo tte ries . F o u r lo tte ries , 
reduced  fiscal 1987 ad  b u d g e ts  o v e r the  
p rev ious y ean  C o lo rad o . D istric t of 
C olum bia. W ash in g to n  a n d  O n tario .

T elev ision  co n tin u e d  to a c c o u n t for 
the lio n 's  sh a re  o f  th e  lo tte rie s ' a d v e r tis ­
ing budget. In fisca l 1987, the  U .S. lot­
teries a llo ca ted  42.6 p e rc e n t o f  th e ir  
budget to TV. th e  C a n a d ia n s  37 p e rc e n t 
(see table 2|.

A m ong the  U .S. lo tteries , rad io  cam e  
in seco n d  at 13.8 p ercen t, w h ile  p o in t o f 
sale w as th ird , w ith  10.4 p e rcen t. In 
C an ad a , p rin te d  m edia  is the  seco n d  
m ost favored  ad v e rtis in g  veh icle , w ith  
the lo tteries a llo ca tin g  19 p e rc e n t o f 
their budget. R adio  cam e  in th ird , a t 13 
percen t.

Table 2 a lso  lists th e  a c tu a l d o lla r 
b reak d o w n  by lo ttery  on  ad v ertis in g  
cost for five key m ed ia , p lus p ro d u c ­
tion. d raw in g s  an d  pub lic  re la tio n s ex­
pend itu res.

A lso new  to C om ing & W agering Busi­
ness' th ird  a n n u a l ad v ertis in g  rep o rt is 
the a llocation  o f ad v ertis in g  d o lla rs  by 
p ro d u c t ca tego ry . T he b reak d o w n  in 
fiscal 1987 w as as follow s: in s ta n t (40 
percen t!. 3-digit (9 percen t!. 4-digit (2 
percen t), lotto  (35 p ercen t!, o th e r  (9 p e r­
cent!. Six p e rcen t o f  th e  b u dget w as  e a r ­
m arked for c o rp o ra te  ad v e rtis in g  (see 
table 3|.

B ecause o f the  large sa les c o n tr ib u ­
tion from  p assive  g a m -s . th e  C a n ad ian  
lo tteries ea rm ark  50 p e rcen t o f  their 
ad vertising  b u dget for th is ca tegory . 
Lotto com es in seco n d , a t 27 percen t: 
in stan t, th ird , a t 22 percen t.

A dvertising  b u d g e ts  in c lu d es m isce l­
laneous point-of-sale, d raw in g  costs, 
m arket resea rch  an d  public  re la tions 
ex p en d itu re s. No cost b reak d o w n  w as 
availab le  from  ih e  A rizona. British C ol­
um bia. M ich igan , a n d  N ew  jersey  lot­
teries.—T .L a F le u r

T a b l e  1

U . S .  L o t t e r i e s '  A d v e r t i s i n g  E x p e n d i t u r e s

P ro j.

F i s c a l  1 9 8 7

(S in m illions)

P ro j. A dv. 
FY 87 a s  %  o f

A d v .
b u d g e t

%  chg . 
in  ad  

b u d g e t

% ch i 
in  FS 
sa les

FY 87 A d v . FY 87 p e r '8 8  to '8 6  tc
L o tte ry S a le s B udget S a le s c a p ita '8 7 •87

A rizo n a S 130.0 S 4.50 3.46% S1.42 14.5% 7.5!
C alifo rn ia 1.415.0 35.30 2.49% 1.35 52.8% - 1 9 .8 '
C o lo rado 120.0 4.70 3.92% 1.46 -1 0 .5 % 10.2'
C o n n e c tic u t 480.0 4.50 0.94% 1.42 28.9% 11.9'
D elaw are 45.0 0.50 1.11% 0.81 11.1% 10.0*
D.C. 125.0 3.60 2.88% 5.77 -1 6 .3 % 5.4 '
Illino is 1,400.0 12.94 0.92% 1.12 43.8% 6.4°|
fow a N/A N/A N /A N/A N/A N/A
M aine 50.0 0.73 1.45% 0.62 7.4% 28.9°!
M a ry lan d 756.8 5.00 0.66% 1.14 42.2% 5.4°
M a ssach u se tts 1.245.0 10.80 0.87% 1.86 2.9% 9.8°
M ich igan 1,000.0 12.22 1.22% 1.34 19.2% 0.1°
M isso u ri 206.0 11.90 5.78% 2.36 210.7% -0 .5 °
N ew  H am p sh ire 45.0 0.58 1.28% 0.58 32.2% 34.3°
N ew  jersey 1.100.0 4.50 0.41% 0.60 4.7% 11.1°
N ew  York 1.465.0 15.70 1.07% 0.88 7.0% 11.2*
O hio 1.035.1 10.40 1.00% 0.97 4.0% 9.8°
O regon 116.0 2.00 1.72% 0.74 42.9% 30.9*
P en n sy lv an ia 1.330.0 8.70 0.65% 0.73 2.4% 0.7*
R hode Island 57.5 0.45 0.78% 0.46 11.1% I 1°:
V erm o n t 20.0 0.35 1.74% 0.65 64.5% 51.3"'
W ash in g to n 183.5 3.13 1.71% 0.71 -  8.5% 1.3*.
W est V irg in ia 81.0 3.90 4.81% 2.01 85.7% 52.8*

T o ta l 512 ,405 .9 S 156 .40 1.26% S I .15 26 .4% 2.8*.

C a n d i a n  L o t t e r i e s 7 A d v e r t i s i n g  E x p e n d i t u r e s  ( F Y  1 9 8 7 )

P ro j.

(C$ in millions)

P ro j. A dv . 
FY 87 a s  %  o f

A dv.
b u d g e t

%  ch g . 
in  ad 

b u d g e t

%  chg. 
in FY 
sa les

FY  87 A d v . FY 87 P er '8 6  to '86  to
L o ttery S a le s B udge t S a le s C a p ita '8 7 '87

A tlan tic S 200.0 S 6.64 3.32% S2.88 24.8% 31.0%
B. C o lum bia 450.0 3.20 0.71% 1.11 6.7% 36.3%
Loto-Q uebec 1.000.0 14.15 1.42% 2.15 2.6% 13.2%
O n ta rio 1.255.0 20.20 1.61% 2.23 -7 .8 % 32.5%
W estern 444.8 6.85 1.54% 1.52 27.4% 40.0%

T o ta l 5 3 ,3 4 9 .8 S51.04 1 .52% S2.01 3.3% 27.4%

T a b l e 3

C a n a d i a n  L o t t e r i e s :  A d v e r t i s i n g  D o l l a r s  b y  G a m e

(CS millions)

L ottery I n s ta n t
3 -d ig it

N u m b e rs
4 -d ig it

N u m b e rs L otto C o rp o ra te P a ss iv e T ota l
A tlan tic 1.01 — 0.31 1.05 0.24 2.07 4.63
B.C. 0.51 — — 1.50 — 1.18 1 19
L otto-Q uebec 4.33 0.20 — 2.55 — 7.10 14.18
O n tario 3.50 — — 6.50 — 9.00 19.00
W estern 0.59 — — 0.70 — 3.25 4.54

T o ta l by  gam e S9.94 SO.20 SO.31 S12.30 S0.24 S 22.60 S45.59
22% •14% 1% 27% 1% 50%

s



T a b l e  3

U . S .  L o t t e r i e s :  A d v e r t i s i n g  D o l l a r s  b y  G a m e

(S m il l io n s )

3 -d ig it -t-d ig it
L o tte ry I n s ta n t N u m b e rs N u m b e rs Lotto C o rp o ra te O th e r T o ta l
A riz o n a 1.24 — — 1.98 0.29 — 3.50
C a lifo rn ia 16.75 — — 16.75 — . — 33.50
C o lo rad o 4.10 — — — — 0.60 4.70
C o n n e c tic u t 1.46 0.81 — 2.29 — _ 4.50
D elaw a re N/A N/A N/A N/A N/A N/A N/A
D.C. 0.80 — — 0.90 0.20 0.20 2.10
Illino is 2.60 0.40 — 1.30 1.90 1.70 7.90
Iow a N/A N/A N/A N/A N/A N/A N/A
M a in e 0.27 0.09 — 0.07 0.15 — 0.58
M a ry la n d 1.50 0.80 — 0.80 0.65 0.25 4.00
M a ssa c h u se tts 3.70 2.10 — 3.80 0.80 0.40 10.80
M ic h ig a n 3.30 1.70 1.20 2.50 — 3.40 12.10
M isso u ri 5.10 0.95 — 3.06 0.49 2.56 12.16
N ew  H a m p sh ire 0.10 0.05 0.05 0.05 0.10 0.20 0.50
N ew  Jersey 0.31 0.61 1.11 1.31 0.90 0.27 3.40
N e w  Y ork 3.81 3.77 — 5.97 0.47 1.88 15.70
O h io 2.30 0.78 — 2.30 2.50 0.37 8.25
O reg o n 1.14 — — 0.86 — — 2.00
P en n sy lv a n ia 4.21 0.70 0.07 2.70 — 1.03 7.67
R h ode Island 0.34 — — 0.11 — _ 0.45
V erm o n t 0.24 0.03 0.03 0.01 0.03 — 0.34
W a sh in g to n 1.20 3.19 — 1.65 0.10 — 3.14
W est V irg in ia 1.80 0.15 — 0.90 — 0.15 3.00

T o ta l  b y  g a m e S5S.07 S13.12 $ 2 .48 S49.30 S8.58 S 13 .02 S140 .30
40% 9% 2% 35% 8% 9%

T a b le  2

U . S .  L o t t e r i e s '  A d v e r t i s i n g  A l l o c a t i o n

P rin te d P u b lic
L o tte ry TV

(SM )
R a d io

(SM )
M e d ia

(SM)
B illb o a rd s  O u t o f  H o m e1 

(SM ) (SM)
POS

(SM)
P ro d u c tio n

(SM )
D ra w in g s

(SM)
R e la tio n s

(SM)
O th e r

(SM )
T O T A L

A rizo n a 28% 1.26 12% 0.54 14% 0.63 7% 0.32 2% 0.09 9% 0.41 28% 1.26 — — — — — — 4.50
C a lifo rn ia 50% 17.65 11% 3.88 3% 1.06 2% 0.71 2% 0.71 11% 3.88 9% 3.18 2% 0.71 5% 1.77 5% ’..7 7 35.30
C o lo rad o 24% 1.13 21% 0.99 5% 0.24 _ _ — — 10% 0.47 8% 0.38 4% 0.19 11% 0.52 15% 0.71 4.70
C o n n e i..:cu t 32% 1.42 41% 1.85 19% 0.87 8% 0.36 — — — — — — — — — — — — 4.50
D elaw are — — 71% 0.36 26% 0.13 3% 0.02 0.50
D.C. 39% 1.40 17% 0.61 10% 0.36 — — — — 10% 0.36 17% 0.61 — — 7% 0.25 — — 3.60
Illinois 34% 4.39 11% 1.35 6% 0.77 11% 1.35 — — — — — — 4% 0.52 2% 0.28 14% 1.78 12.94
M aine 53% 0.38 — — 3% 0.02 — — — — 6% 0.04 35% 0.25 — — 3% 0.02 — — 0.73
M a ry lan d 47% 2.35 15% 0.75 10% 0.50 — — — — 6% 0.30 16% 0.80 1% 0.05 1% 0.05 4% 0.20 5.00
M a ssach u se tts 63% 6.75 — — — — — — — — 13% 1.35 21% 2.27 — — 3% 0.27 2% 0.16 10.80
M ich ig an 47% 5.73 23% 2.81 8% 0.98 — — — — 18% 2.20 — — — — 3% 0.37 3% 0.01 12.22
M isso u ri 35% 3.51 1% 0.13 30% 3.07 — — — — 7% 0.68 14% 1.40 — — 13% 1.30 — — 11.90
N ew  H a m p sh ire 30% 0.17 15% 0.09 15% 0.09 10% 0.06 5% 0.03 5% 0.03 10% 0.06 10% 0.06 5% 0.03 5% 0.03 0.58
N ew  Jersey 35% 1.58 22% 0.99 21% 0.95 — — 3% 0.14 — — 10% 0.45 — — 1% 0 .0 5 ' — _ 4.50
N ew  York 46% 7.22 14% 2.20 7% 1.10 — — 3% 0.47 24% 3.77 — — — — — — 6% 0.94 15.70
O hio 42% 4.37 23% 2.39 12% 1.25 8% 0.83 — 0.00 7% 0.73 9% 0.93 9% 0.93 _ — 6% 0.61 10.40
O regon 16% 0.32 28% 0.56 12% 0.24 1% 0.02 — — 9% 0.18 17% 0.34 — — 17% 0.34 — — 2.00
P en n sy lv an ia 53% 4.61 5% 0.44 18% 1.52 8% 0.71 — — 18% 1.57 — — — — — — — — 8.70
R hode Island 30% 0.14 10% 0.05 9% 0.04 8% 0.04 3% 0.01 18% 0.08 10% 0.05 3% 0.01 9% 0.04 — _ 0.45
V erm ont 23% 0.08 18% 0.06 — — — — — — 21% 0.07 — — 15% 0.05 10% 0.03 13% 0.05 0.35
W ash in g to n 37% 1.14 31% 0.97 4% 0.12 — — — — 2% 0.06 22% 0.68 — — 2% 0.05 3% 0.08 3.13
W est V irg in ia 25% 0.98 15% 0.59 5% 0.20 — — — — 4% 0.14 10% 0.39 15% 0.59 10% 0.39 17% 0.64 3.90

T o ta l S 86 .58 S21.59 S14.12 5 4 .41 S 1.44 $18 .30 S 13.03 S3.04 S5.76 S6.98 S 156 .40
% o f to ta l b u d g e t 4 2 .8 % 13.8% 9.0% 2.8% 0.9 % 10.4% 8.3% 1.9% 3.7% 4.5%

C a n a d i a n  L o t t e r i e s '  A d v e r t i s i n g  A l l o c a t i o n

P rin te d P u b lic
L o ttery TV R a d io M ad ia B illb o a rd s O u t o f  H om e PO S P ro d u c tio n D ra w in g s R e la tio n s O th e r

(SM) (SM) (SM) (SM ) (SM) (SM) (SM) (SM) (SM) (SM )
A tlan tic 26% 1.74 4%  0.25 35%  2.30 4% 0.25 4% 0.28 10% 0.64 18% 1.18 — _ — _ _ _
8 .C o!um bia 43% 1.38 24% 0.77 0.00 7% 0.22 — — 8% 0.26 18% 0.58 — _ _ — _ _
Loto-Q uebec 54% 7.61 12% 1.74 15% 2.18 — — — — 7% 1.00 — _ 4% 0.60 — — 1% 1.00
O n ta rio 27% 5.45 13% 2.63 25% 5.05 4% 0.81 — — 4%  0.81 10% 2.02 12% 2.42 — _ — _
W estern 38% 2.62 19% 1.29 1% 0.09 10% 0.68 — — 4% 0.27 13% 0.89 6% 0.44 5% 0.37 3% 0.20

T o ta l S18.80 S6.68 S9.62 S1.98 SO.28 S2.98 S4.67 S3.46 S0.37 S I .20
% o f  to ta l  b u d g e t 3 7% 13% 19% 4% 1% 6% 9% 7% 1% 2%

T O T A L

6.64
3.20

14.15
20.20

6.85

51.05

9



TOTAL NUMBER OF EMPLOYEES IN U.S. LOTTERIES

STATE TOTAL NUMBER LOTTERY. EMPLOYEES
ARIZONA 120

CAUFORNIA 1.000

COLORADO 120

CONNECTICUT 22

DELAWARE 16

DISTRICT OF COLUMBIA 94

ILLINOIS 300

IOWA 120

MAINE 33

MARYLAND 119

MASSACHUSETTS 520

MICHIGAN 180

MISSOURI 191

NEW HAMPSHIRE 57

NEW JERSEY 254

NEWYORK 210

OHIO 270

OREGON 82

PENNSYLVANIA 200

VERMONT 22

WASHINGTON 130

WESTVIRGINIA 110
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R e g i o n

Jersey’s Gambling: Too Much of a Bad Thing?
H y J O S E P H  F ..S U L L IV A N

Trenton
H  E G A L IZ F .D  g a m b l i n g  in  N e w  J o t -  
®  s c y  l i a s  g e n e r a t e d  m o r e  I l ia n

i j j  J 4  b i l l io n  in  s t a l e  r e v e n u e s
■ M o v e r  H ie I a s i  17 y e a r s ,  h u l 

t h e r e  i s  n g r o w i n g  s e n s e  o f  a l a r m  

a b o u t  i l s  s o c i a l  e f f e c t s .
T h e s e  c o n c e r n s  a r c  b e in g  r a i s e d  

e v e n  a s  t h e  s t a l e  lo o k s  to  g a m b l i n g  
f o r  a d d i t i o n a l  r e v e n u e s .  T h e  N e w  

J e r s e y  L o t t e r y  C o m m is s io n  s t a r t e d  a  
n e w  lo t to  g a m e  tw o  w e e k s  a g o  —  I ls  

fo u r th .  M e a n w h i le ,  m a n y  e x p e r t s  s a y  
c o m p u ls i v e  g a m b l i n g  Is  i n c r e a s i n g .

"W e  h a v e  to  d e c id e  to  w h a t  e x ­
t e n t  w e  a r e  w i l l i n g  to  b e  a d d i c t e d , "  
s a id  A s s e m b ly  S p e a k e r  C h a r l e s  L.

H a r d w ic k ,  R e p u b l ic a n  o f  W e s t f ie ld ,  
w h o  s p o n s o r e d  th e  b i l l  c r e a t i n g  th e  

G o v e r n o r ’ s  A d v i s o r y  C o m m is s io n  o n  
G a m b l in g .  "W e  s t i l l  h a v e  n o t  t a k e n  
th e  n e c e s s a r y  s t e p s  to  e n s u r e  t h a t  
g a m b l i n g  Is c a r r i e d  o n  in  a  s o c i a l l y  

r e s p o n s ib le  w a y . "
In  1970, N e w  J e r s e y  w a s  th e  f i r s t  

s t a l e  In ( l ie  c o u n t r y  lo  o f f e r  a  l o t t e r y  
t h a t  a l lo w e d  p l a y e r s  to  p ic k  n u m b e r s ,  
a s  t h e y  d o  in  l l l c g n l  n u m b e r s  g a m e s .
N o w  20 o th e r  s t a t e s  —  t w e l v e  s in c e  

1982 —  th e  D i s t r i c t  o f  C o lu m b ia .
P u e r to  R ic o  a n d  th e  V i r g in  I s l a n d s  

h a v e  s i m i l a r  n u m b e r s  l o t t e r i e s .
N e w  J e r s e y ' s  l o t t e r y  o p e r a t io n ,  I n c lu d in g  i t s  r u b o f f  

c a r d  g a m e s ,  a r c  c x p c c l c d  to  c o n t r ib u t e  S4B0 m i ll io n  to  

t h e  s t a l e  t r e a s u r y  t h i s  y e a r .  In a d d i t io n ,  Hit s t a t e  i s  h o m e  
lo  II  g a m b l i n g  c a s in o s  in  A t l a n t i c  C i t y  th i  t to o k  in  52.5 

b i l l io n  l a s t  y e a r  a n d  f i v e  h o r s e  t r a c k s  t h a t  s u p p le m e n t  
t h e i r  r a c i n g  c a r d s  w i th  s i m u l c a s t i n g ,  a  s y s t e m  t h a t  a l ­

l o w s  h e l l i n g  o n  r a c e s  a t  o u t -o f - s l a l e  t r a c k s .
H ut s o m e  o f f i c i a l s  a r c  q u e s t io n in g  th e  I m p a c t  o f  

g a m b l i n g  a n d  th e  w is d o m  o f  f u r t h e r  e x p a n s io n .  T h e  d e c i ­
s io n  b y  l o t t e r y  o f f i c i a l s  to  s l n r t  th e  n e w  g a m e  r a i s e d  p r o ­
t e s t s  f r o m  s t a t e  S e n a te  P r e s id e n t  J o h n  F .  R u s s o ,  D e m o ­

c r a t  o f  T o m s  R i v e r ,  a n d  A r n ic  W c x lc r ,  d i r e c t o r  o f  Ihe  
C o u n c i l  o n  C o m p u ls iv e  G a m b l in g ,  a  n a t io n w id e ,  n o n ­
p r o f i t  o r g a n iz a t i o n  d e v o te d  to  h e lp in g  p e o p le  w i t h  g a m ­

b l in g  a d d ic l  io n s .
M r . R u s s o  c a l l e d  f u r  th e  r e s i g n a t i o n  o f  t h e  l o t t e r y 's  

e x e c u t i v e  d i r e c to r .  I ln r b a r n  A . M a r r o w ,  s n y i n g  s h e  " a p -

T h e  b o o m i n g  lottery b u s i n e s s

N u m b e r  o f s t a t e s
w ith  lo t te r ie s

. •

7 0  ’71 '7 2

((■scat years)
•alter 1982 Includes District ol Columbia "estimates Source: Gaming A Wagering Business Marianne.

New Jersey State lottery Commission

p a r c n t l y  i s  to o  b u s y  s c h o o l in g  h o w  to  s q u e e z e  m o r e  
m o n e y  o u t o r  th e  w o r k in g  m e n  a n d  w o m e n  o f  t h i s  s t a l e  to  

w o r r y  a b o u t  s o c i a l  r e s p o n s i b i l i t y . "
M s . M a r r o w  d e n ie s  t h a t  Ih e  n o w  g a m e ,  t h e  f i r s t  in  /  

s e v e n  y e a r s ,  " r e p r e s e n t s  o v e r k i l l  o r  a n  a b a n d o n m e n t  o f  

s o c ia l  r e s p o n s i b i l i t y . "  S h e  n o te d  th a t  N e w  Y o r k  o f f e r s  
. f i v e  n u m b e r s  g a m e s  a n d  P e n n s y lv a n i a ,  f o u r  —  " t h e  
I s a n ic  n u m b e r  t h a t  o u r  n e w  lo t t o  g a m e  g i v e s  u s . "

W hen  l e g a l i z e d  g a m b l i n g  i s  p r o p o s e d  i l  i s  o f te n  
l in k e d  lo  s o m e  w o r th w h i le  p u b l ic  p u rp o s e .  F o r  e x a m p le ,  

!N e w  Y o r k  G o v .  M a r io  C u o m o  d i e d  th e  a d d i t i o n a l  S29 
'm i l l i o n  t h a t  w o u ld  b e  g e n e r a t e d  fo r  s t a t e  e d u c a t io n  p r o ­
g r a m s  w h e n  h e  r e c e n t l y  p ro p o s e d  a  n e w  m u l t i s t a l c  lo t ­

t e r y .  In  N e w  J e r s e y ,  a i l  8  p e r c e n t  l a x  o n  c a s in o  r e v e n u e s  
i s  d e s i g n a t e d  f o r  p r o g r a m s  f o r  (h e  e ld e r l y  a n d  d is a b le d .  
T h e  ( a x  h a s  r a i s e d  a b o u t  $1 b i l lio n , i n c lu d in g  5 200  m ill io n  

d u r in g  1987. In  a d d i t io n ,  th e  c a s in o s  m u s t  c o n t r ib u t e  1.25 
p e r c e n t  o f  t h e i r  in c o m e  fu r  25 y e a r s  to  a  fu n d  t h a t  w i l l

s u p p o r t  r e d e v e lo p m e n t  p r o je c t s  
In A t l a n t i c  C i t y  a n d  a c r o s s  Ih e  
s t a l e .  T h e  fu n d  Is  c x p c c l c d  to  
g r o s s  m o r e  th a n  $ 1 .5  b i l lio n .

II i s  t i l l s  l o v e -h a l e  r e l a t i o n ­
s h ip  b e tw e e n  N e w  J e r s e y  a n d  

g a m b l i n g  th a t  th e  A d v i s o r y  C o m ­
m is s io n  Is  e x p e c te d  lo  e x a m in e ,  

r e p o r t in g  I ls  r e c o m m e n d a t io n s  
b y  J u n e .  A m o n g  th e  d i v e r g e n t  
p r o p o s a l s  th e  c o m m is s io n  w i l l  
c o n s id e r  a r e  a n  i n d u s t r y  r e q u e s t  
f o r  2 4 -h o u r  g a m b l i n g ,  a n d ,  f r o m  

th e  o i l i e r  s id e ,  r e q u e s t s  to  c u r b  

g a m b l i n g  a d v e r t i s i n g  a n d  lo  p r o ­
v id e  m o r e  fu n d s  f o r  t r c u t m c n t  o f  
g a m b l i n g  a d d i c t s  a n d  f o r  e d u c a ­

t io n a l  p r o g r a m s  q n  g a m b l i n g 's  
d a n g e r s .

T h e  C o u n c il  o n  C o m p u ls iv e  

G a m b l in g  e s t i m a t e s  t h e r e  a r c  12 
m i ll io n  g a m b l i n g  a d d i c t s  n a t io n ­

w id e  a n d  400 ,000 in  N e w  J e r s e y .  
L a s t  w e e k ,  f o r  e x a m p le ,  Ih e  18- 
y c a r - o l d  d a u g h te r  o f  a n  A t l a n t i c  
C i t y  p o lic e  d e t e c t i v e  w a s  s e n ­

t e n c e d  to  o n e  y e a r ’s  p r o b u b llo n  
a n d  o r d e r e d  lo  u n d e r g o  t r e a t ­
m e n t  f u r  g a m b l i n g  a d d ic t io n  
a f t e r  b e in g  c o n v ic te d  o f  v io l a t i n g  

a  s l a t e  l a w  H int p r o h ib i t s  b e l l i n g  
b y  m in o r s .  T h e  w o m a n ,  D e b ra  
K im  C o lto n , h a d  b e g u n  g a m b l i n g  
w h e n  s h e  w a s  16.

M r. W c x lc r  s a id  th e  p e r c e n t a g e  o f  c a l l s  t h e  c o u n c i l  
r e c e i v e s  f r o m  lo t to  p l a y e r s  Is r i s in g .  F r o m  J a n u a r y  lo  
J u n e  o f  I a s i  y e a r ,  19 p e r c e n t  o f  t h e  c a l l s  w e r e  f r o m  p e o p le  
w h o  h a d  g o n e  o v e r b o a r d  b e l t i n g  o n  lo t t e r i e s ,  c o m p a r e d  
w i t h  4 o r  5  p e r c e n t  In p r e v io u s  y e a r s ,  h e  s n ld .  — .

A s s e m b ly  S p e a k e r  H a r d w ic k  to ld  o f  a  w o m a n  w h o  \  
lo s t  m o r e  th a n  550 .000 o n  l o t t e r y  t i c k e t s .  T h e  w o m a n  g o t  
t h e  m o n e y  f r o m  h e r  h u s b a n d  w h o  s e n t  i t  lo  h e r  f r o m  

A la s k a  w h e r e  h e  w o r k e d  In Ih e  o il  f ie ld s .  W hen h e r  h u s ­
b a n d  w a s  s c h e d u le d  lb  r e tu r n ,  H ie w o m a n  e m b e z z le d  

■ m o r e  m o n e y  f r o m  Ih e  b a n k  w h o r e  s h e  w o r k e d  lo  b u y  
I m o r c  l o t t e r y  t i c k e t s  In a n  a t t e m p t  lo  w in  b a c k  th e  fu n d s  
s h e  h a d  lo s t  —  a n d  lo s t  H int m o n e y , too .

"W e  d o n ’ t u n d e r s t a n d  c o m p u ls i v e  g a m b l i n g  
e n o u g h , "  M r . H a r d w ic k  s a i d . "  W e d o n 't  h a v e n  h a n d le  on  
w h a t  th e  h y p e  d o e s  to  p e o p le , h o w  i l  in d u c e s  th e  u n in i t i ­

a t e d  to  b e g in  lo  g a m b le  a n d  th o s e  a l r e a d y  g a m b l i n g  lo  
b e t  m o r e . "
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Lottery Start-Up

se co n d ary  security  m e a s u re s  that c a n  b e  tak en  to invalidate  
sto len  or m isp lace d  tickets, a s  in o th e r  m a tte rs , p reven tion  is 
b e tte r  th an  a  cu re . Lottery p rem ises , bo th  adm in istrative a n d  
w areh o u sin g , m u st b e  s e c u re  a n d  m u st b e  s e e n  to b e  se c u re . 
M ost s ta te s  requ ire  th a t retail a g e n ts  b e  ol g o o d  m oral

c h a ra c te r  a n d  subm it to so m e  form  of p re -sa le  exam ination  or 
licensing . Lottery sup p lie rs  a n d  sta ff a re  a ls o  su b je c te d  to th e  
d o s e s t  scrutiny in o rd e r  to v o u c h sa fe  th e  integrity of the  
lottery. T icket delivery  a n d  distribution sy s te m s  m u st a lso  b e

Continued on p age 143

A  lo tte ry  s ta r t-u p  o f fe r s  a  c o m b in a tio n  o f  b le s s in g s  a n d  p o te n tia l  pitfcdls. W h ile  p u b lic  a n tic ip a tio n s o f  a  to tte ry  virtually  
g u a r a n te e s  h e a lth y  initial sa le s ,  th e  im a g e  th a t is  c r e a te d  b e fo re , during , a n d  a f te r  s ta r t-u p  will s t ic k  w ith  a  s ta te 's  
re s id e n ts  a n d  leg isla to rs  fo r  a  lo n g  tim e. H ere , S c ie n tif ic  G a m e s  V ice  P r e s id e n t  J a m e s  C u lve r  a n a ly z e s  th e  in n o v a tio n s  
c r e a te d  a n d  l e s s o n s  le a r n e d  a s  a  s ta r t-u p  c o n su lta n t.

T H E  S C I E N C E  O F  L O T T E R Y  S T A R T - U P S
B y  J a m e s  C u lv e r  

F ro m : P u b lic  G a m in g  J u n e  1 9 8 5

r

Starting a  lottery is a  little like sky diving. It is fun, 
exhilarating, challeng ing  a n d  ju s t a  little bit frightening—a n d  th e  
c o n se q u e n c e s  of failure a re  s e v e re  in both  c a s e s .  T h ings a r e  a  
little uncertain  w h e n  th e  first s te p  is taken , bu t w h e n  th ings go  
well, o n e  feels a  g re a t  s e n s e  of pride an d  accom plishrr.enL

No o n e  h a s  p e rfe c ted  th e  w ay to run  a  lottery. E ach  n ew  
lottery builds up o n  th e  e x p e r ie n c e  of th o se  th a t h a v e  g o n e  b e fo re  
it  c reating  a  synerg is tic  entity  th a t co m b in es th e  b e s t  of th e  o ld 
wilh th e  innovation o f th e  new . T h e  resu lt is  a  dy n am ic  a n d  
expand ing  industry  th a t im proves with th e  addition  of e a c h  n ew  
lottery.

N ew  lottery s ta rt-u p s  p ro d u ce  innovation a n d  invention from  
rethinking an d  reapp ly ing  tim e-te s ted  sy s te m s  a n d  p ro ced u res. 
They a lso  focus m o re  m inds on  un iversal lottery p rob lem s, w hich  
ultimately benefits  all. A s form er Michigan Lottery D eputy D irector 
Alvin Whitfield w a s  fond of say ing , "W here m an y  spit, a  well is 
formed.*

T h e  A rizona Lottery s ta rt-u p  (July 1981) prov ided  th re e  
significant contributions to th e  lottery industry. It w a s  the  first 
lottery to utilize th e  term  'r e ta i le r s ' to apply to  its ticket se lle rs; 
the first to incorpora te  th e  u s e  of a  G u a ra n te e d  Low End P rize 
S truc tu re  (G LEPS), a n d  the  first to institute a  lottery Tel-Sell 
system . S in ce  th en , m any  n ew  lo tteries h a v e  in co rpo ra ted  th e s e  
fea tu res. Additionally, se v e ra l 'm a tu r e ' lo tteries a re  revising their 
sy s te m s  to ad d  o n e  o r  m o re  of th e  innovations.

Prior to the  A rizona sta rt-up , o th e r  s ta te s  h a d  u se d  the  term  
'agen t*  w hen  referring to th e  retail ou tle t e n g a g e d  in the  sa le  of 
lottery tickets. C onfusion  often  ex is te d  a s  to w h e th e r  the  ’ag en t*  
w as th e  p erso n  w h o  sold  th e  tickets o r  the  lottery field 
represen ta tive . M ost lo tteries now  a g re e  that “retailer* is 
p referred  term inology, a n d  m any  co n fe ss  that, "if w o h a d  it all to 
do ov er again , w e  w ould  u s e  th e  term  'retailer*.* E very  lottery ‘—  
starting afte r A rizona h a s  a d o p te d  th e  "retailer* term inology.

G L E P S  is a  sy s te m  of providing a  p re -d e te rm in ed  am o u n t of 
low-tier (below  $2 5 ) w in n ers  in e a c h  pack  of tickets. T he p a c k s  
a re  then  d iscoun ted  to th e  retailer, w ho  in turn p rov ides 
redem ption  to h is /h er cu s to m e rs . R e ta ilers a n d  p lay ers  p refe r th is 
system  sin c e  they  c a n  b e  a s s u re d  of a  specific nu m b er o f w inning 
tickets in e a c h  pack.

But the  m ajor beneficiary  is th e  lottery, s in c e  it n o  longor h a s  
to d ea l with the  red em p tio n  of low -end prizes. T his p rov ides a n  
en o rm o u s adm inistrative c o s t  sa v in g s. It a lso  e lim in a tes the  
m isunderstand ing  w hich  inevitably a r ise  w h en  re ta ilers m ust 
return redem ption  e n v e lo p e s  to th e  lottery for c red it or 
re im b u rsem en t — —

T h e  Arizona Lottery a ls o  in troduced  the first lottery Tel-Sell 
program . U nder th is sy s tem , lottery s a le s  rep re sen ta tiv es  
te lep h o n ed  retailers to d e te rm in e  their ticket req u irem en ts , prior to

delivery by th e  field rep re sen ta tiv e  (usually  o n  the  following day).
T h e  s ta r t of the  C olorado  Lottery ( Ja n u a ry  1983) b rought 

re fin em en ts to  th e  Tel-Sell sy s tem  w hich  h a d  b e e n  in tro d u ced  in 
A rizona. C o lo rado  in se rte d  au tom ation  into th e  sy s te m  to p roduce  
th e  lotteiy industry 's  first a u to m a te d  T el-Sell program . Tel-Sell 
re p re se n ta tiv e s  cou ld  no w  utilize th e  lo ttery 's cen tra l co m p u te r  to 
d e te rm in e  a  retailer's ra te  of sa le  a n d  o th e r  pertinen t inform ation 
a t  th e  s a m e  tim e they  w e re  talking to th e  re ta iler ab o u t h is/h er 
ticket inventory s ta tu s .

T he a u to m a te d  Tel-Seli sy s tem  a ls o  p ro d u ced  im provem en ts 
in ticket acco u n tin g  a n d  m arketing  inform ation. T h e  lottery could 
no w  d e te rm in e  on  a  daily b a s is  th e  s ta tu s  of all d a im s , 
rad em p tio n s  a n d  ticket inventories.

W ash ing ton  S ta te  (N ovem ber 1982) h a d  a lread y  im plem ­
e n te d  its lottery prior to th e  C olorado T el-Sell e n h a n c e m e n ts , but 
it quickly co n tra c te d  with Scientific G a m e s  to install th e  s a m e  
sy s tem .

Ironically, W ash ing ton  w a s  ab le  to  a s s is t  th e  A rizona Lotteiy 
in upgrad ing  its Tel-Sell program , bringing th e  d r d e  b a c k  to  the  
lottery w hich h a d  first in troduced  the  c o n c e p t to the  industry.

S u b seq u e n tly , O reg o n  utilized th e  s a m e  sy s te m  w ith e v e n  
m o re  e n h a n c e m e n ts  with th e  installation of th e  S tra tu s  F au lt 
T o le ran t XA600 co m p u te r  sy s tem .

N ew  lottery s ta rt-u p s  a lso  ten d  to p ro d u c e  a  health ier, m ore 
com petitive  v en d o r en v iro n m e n t A stroll th rough  an y  of th e  
re c e n t gam ing  c o n fe re n c e s  re v e a ls  a  w ide  variety  of n e w  lottery 
b u s in e s s  v e n tu re s  with n ew  id e a s  a n d  im proved  technology . A 
b ig g e r  m ark e tp lace  a ttrac ts  b e tte r  'm o u se tra p s*  a n d  m ain ta ins 
a c c e p ta b le  p rid n g  p o lid e s  for tho o lder o n e s .

Tho role of th e  tottery sta rt-up  co n su lta n t is a  d e lica te  on e . 
N ew  lottories find n o  sh o r ta g e  of adv ice . T h e  staff h a s  p robab ly  
v isited  se v e ra l s ta te s  a n d  re tu rn ed  with lo a d s  of facts, figures, 
p o in t-o f-sa les m ate ria ls  a n d  w ell-in tended  c o u n se l from o th e r  
lo tteries.

In fact, th ey  m ay  h a v e  too m uch  ad v ice , o ften  of a  
con trad ic to ry  n a tu re . T he prob lem  lies in th e  fact that different 
s e t s  of c h a lle n g e s  a n d  opportun ities face  d ifferent lottery 
jurisd ictions. W h a t w orks well in o n e  situation  m ay  n o t function a t 
all in an o th er.

T h e  sta rt-u p  co n su lta n t sh o u ld  h a v e  a  b ro a d e r  p e rsp ec tiv e  
a n d  th e  know ledge of how  to  app ly  p roven , tim e-tes ted  s y s te m s  
a n d  p ro c e d u re s  th a t c a n  function in the  n e w  lottery 's u n ique  
e n v iro n m e n t T h is is n o t to sa y  th a t the  p e o p le  w h o  buy lottery 
tick e ts  in o n e  s ta te  a re  ’different* from th o s e  in a n o th e r  (an  
e x p re ss io n  o ften  v o iced  in a  n ew  lottery). B ut political, 
d em o g rap h ica l a n d  geo g rap h ica l co n s id e ra tio n s  m u s t b e  
a d d r e s s e d  w h en  m aking  reco m m en d a tio n s to  a  lottery.

For ex am p le , o u r reco m m en d a tio n s to th e  Iowa Lottery
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1 operating the Lottery and fulfilling its objectives.

2 67-7429. PROHIBITION ON USE OF STATE FUNDS. It is the intent of this

3 chapter that the state Lottery, estabLished by this chapter, shaLL be a self-

4 supporting, revenue raising agency of state government. No appropriations,

5 Loans, or other transfer of state funds shaLL be made to the state Lottery,

6 except for the temporary Line of credit for initiai start-up costs of the Lot-

7 eery, as provided in this chapter.

8 67-7430. TEMPORARY LINE OF CREDIT FOR START-UP COSTS. There is hereby

9 estabLished a temporary Line of credit to be drawn from the state generaL

10 account to the stace Lottery account in the amount of one miLLion doLLars

11 ($1,000,000). This amount of money is continuously appropriated for carrying

12 out the purposes of this chapter. This temporary Line of credit may be ‘drawn

13 upon by the state Lottery only during the first eighteen (18) months after the

14 effective date of this chapter and onLy for the purpose of financing the ini-

15 tiaL start-up of the Lottery. The Lottery may draw upon all or part of this

16 temporary Line of credit, as shall be required. The money so advanced from the

17 state generaL account shaLL be repaid with interest to the generaL account

18 within one (1) year from the date the Lottery first begins to selL Lottery

19 tickets or shares. The interest of ten percent (10%) per annum, shaLL be cal-

20 cuLated upon the principal amount outstanding each month untiL repaid.

21 67-7431. CASH RECEIPTS. The foLLowing moneys shaLL be deposited in the

22 stace Lottery account, as- estabLished under section 67-7428, Idaho Code:

23 (1) AIL moneys received from the sale of Lottery tickets or shares;

24 (2) Funds drawn against Che temporary Line of credit, as established

25 under section 67-7430, Idaho Code; and

26 (3) Any ocher moneys received by Che Lottery from whatever source.

27 67-7432. CASH DISBURSEMENTS. The director is -authorized to make Che foL-

28 Lowing disbursements from the state lottery account:

29 (1) Payment of prizes directLy to the hoLder of valid winning tickets or

30 shares;

31 (2) Purchase of annuities or investments to be utilized to pay future

32 installments of winning tickets or shares;

33 (3) Refunds, if any, due to lottery retailers or pLayers;

34 (4) Expenses of the lottery;

35 (5) The payment of the lottery's obligations, including the funds

36 advanced under the temporary -line of credit, as -provided for under section

37 67-7430, Idaho Code, and the purchase of property, buildings and equipment;

38 and

39 (6) The payment of dividends, as provided for under section 67-7434,

40 Idaho Code.

41 67-7433. PRIZE EXPENSE. Total prize expense, net of unclaimed prizes,

42 determined on a cumulative basis, shalL be no Less than forty-five percent

43 (45%) of lottery revenues. In addition, low-tier claims, if any, that are to

44 be paid by the seLling Lottery game retailer and are not claimed, shall be

45 construed to be a prize expense and shall inure to the benefit of the selling

46 lottery retai

47 67-7434. LOTTERY DIVIDENDS. At least anr.uaLLy, the lottery shall transfer



a  1 one-half (1/2) of its net income to the permanent building account and one-

/  2 haLf (1/2) of its net income to the schooL district building accounc, after

3 reserving sufficient moneys to ensure the continuation of the lottery, as

4 determined by the director and commission. After the twelfth month of ticket

5 sales the transfer of lottery dividends to the permanent building account and

6 school district building-account shall-represent no less than thirty-five per-

7 cent (35Z) of lottery revenue less prizes computed annually.

8 A one (1) time allotment of two hundred thousand dollars ($200,000) of the

9 lottery's first year dividends shall be allocated and used by the permanent

10 building fund advisory council for the construction of a Vietnam veterans

11 m e m o r i a l  i n  C h e  s t a t e .

12 67-7435. REIMBURSEMENTS FOR GOVERNMENT SERVICES. It is the intent that

13 the lottery shall be a sel-f-supporting agency of state government. The direc-

14 tor shall reimburse at a reasonable rate all other governmental entities for

15 any and all services necessary to effectuate the purposes of this chapter pro-

16 vided by such governmental entities to the lottery.

17 67-7436. AUDITS. The state auditor or a certified accounting firm

18 a p p o i n t e d  by C h e  s t a c e  a u d i t o r  s h a l l  c o n d u c t  a u d i t s  o f  a l l  a c c o u n t s  a n d  t r a n s -

19 actions of the lottery. The director, Che stace audicor and their agents con-

2 0  d u c t i n g  a n  a u d i t  u n d e r  t h i s  c h a p t e r  s h a l l  h a v e  a c c e s s  a n d  a u t h o r i t y  to e x a m i n e

21 any and all loctery-relaced records of lottery contractors. Such records shall

2 2  be  t r e a t e d  as  c o n f i d e n t i a l  r e c o r d s  a n d  s h a l l  n o t  b e  s u b j e c t  to p u b l i c  d i s c l o -

23 sure. The lottery may comrraxrt with -or •'smpl-oy an outside auditing firm to con-’

24 d u c t  speciaL a u d i t s  o f  a n y  f i n a n c i a l  a c c o u n t s  o f  t h e  l o t t e r y  a t  C h e  r e q u e s t  o f

25 t h e  d i r e c t o r .  A n  i n d e p e n d e n t  c e r t i f i e d  p u b l i c  a c c o u n t a n c ,  r e t a i n e d  b y  C h e  l o t -

26 e e r y ,  s h a L l  w i c n e s s  a l l  d r a w i n g s  o f  C h e  l o t t e r y .

27 67-7437. PRIZES. Except as otherwise provided in this section, any prize

28 w o n  u n d e r  t h i s  c h a p t e r  is n o t  a s s i g n a b l e .  If t h e  p r i z e  w i n n e r  d i e s  b e f o r e  C h e

29 p r i z e  is p a i d ,  t h e  p r i z e  s h a l l  b e  p a i d  to C h e  e s t a c e  o f  C h e  p r i z e  u i n n e r .  A
30 p r i z e  is s u b j e c t  to g a r n i s h m e n t  a n d  r e c o v e r y  t o r  u n p a i d  t a x e s ,  c h i l d  s u p p o r t

31 o r  p u b l i c  a s s i s t a n c e  b e n e f i t s  p a i d  a n d  r e c o v e r a b l e  b y  C h e  s t a c e  o r  a n y  c o u n t y ,

32 o r  b y  a p e r s o n  p u r s u a n t  to a j u d g m e n c  a n d  e x e c u t i o n  u n d e r  a n  o r d e r  o f  C h e

33 court. The Lottery shall not pay a prize claim until the lottery ticket or

34 s h a r e  h a s  p a s s e d  C h e  v a l i d a t i o n  t e s t s  e s t a b l i s h e d  b y  t h e  l o t t e r y .

35 N o  p r i z e  s h a l l  b e  p a i d  a r i s i n g  f r o m  c l a i m e d  t i c k e t s  o r  s h a r e s  C h a t  a r e

3 b s t o l e n ,  c o u n t e r f e i t ,  a l t e r e d ,  f r a u d u l e n t ,  u n i s s u e d ,  p r o d u c e d  o r  i s s u e d  in

3 7  e n o r ,  u n r e a d a b l e ,  n o t  r e c e i v e d  o r  n o t  r e c a r d e d  b y t h e  l o t t e r y  b y  a p p l i c a b l e

3 S d e a d l i n e s ,  l a c k i n g  in c a p t i o n s  c h a t  c o n f i r m  a n d  a g r e e  w i t h  t he L o t t e r y  p l a y

3 9  s y m o o L s  as a p p r o p r i a t e  to t h e  g a m e  i n v o l v e d ,  o r  n o t  in c o m p l i a n c e  w i t h  s u c h

u0 a d d i t i o n a l  s p e c i f i c  r u l e s  a n d  r e g u l a t i o n s  a n d  p u b l i c  o r  c o n f i d e n t i a l  v a l i d a -

v,L t i o n  a n d  s e c u r i t y  t e s t s  o f  t h e  L o t t e r y  a p p r o p r i a t e  to t h e  p a r t i c u l a r  l o t t e r y

a2 g a m e  i n v o l v e d .

-»3 N o  p a r t i c u l a r  p r i z e  in a n y  l o t t e r y  g a m e  m a y  b e  p a i d  m o r e  t h a n  o n c e ,  a n d  in

*4 t h e  e v e n t  o f  a b i n d i n g  d e t e r m i n a t i o n  c h a t  m o r e  C h a n  o n e  c l a i m a n t  is e n t i t l e d

a5 to a p a r t i c u l a r  p r i z e ,  t h e  s o l e  r e m e d y  o f  s u c h  c l a i m a n t s  is t h e  a w a r d  to e a c h

46 of  t n e m  a n  e q u a l  s h a r e  in t h e  p r i z e .  ____________________________

r
47 6 7 - 7 4 3 8 .  P R IZ E  CLA IM ING  P E R IO D .  P r i z e s  may  b e  c l a i m e d  f o r  a  p e r i o d  o f  o n e
-.8 h u n d r e d  a n d  e i g h t y  ( I S O )  d a y s  a f c e r  t h e  d r a w i n g  i n  w h i c h  t h e  p r i z e  was won o r
-.9 f r o m  ch e  l a s t  d a y  c i c k e c s  f r o m  c h a c  s p e c i f i c  i n s c a n t  game w e r e  s o l d .  P r i z e s



12
1 won through an electronic terminal shall be payabLe in accordance vith rules

2 and regulations o£ the lottery. If a claim is not made for the prist* within

3 the applicable period, the prize money shall be added to future prise pools,.

4 to be used in addition to prize allotments already allocated, except pro-

5 vided in section 67-7433, Idaho Code.        -v

6 67-7439. TAXES. No state or local taxes of any kind whatsoever shall be

7 imposed upon the proceeds from a prize awarded by the state lottery* Ho taxes

8 of any kind whatsoever shall be imposed upon the sale, purchase, storage, use

9 or other consumption of state lottery tickets or shares, or upon equipment,

10 devices or systems directly used in the production, operation, sales, dxstri­

ll bution, tracking, drawing, accounting, communication of or computation of lot-

12 tery games. ••

13 The lottery shall pay to a city, county, the state or any political subai-

14 vision or municipality thereof in which the lottery occupies a premise owned

15 by the state a grant not to exceed the amount thac would be payabLe a3 taxes

16 on the property in that year, if the property were noc exempt from taxacion.

17 67-7440. RESTRICTED PLAYERS. No lottery ticket or share may be purchased

18 by, and no prize may be paid to, any of the following persons:

19 (1) Any member of the commission or erapLoyee of the Lottery; or

20 (2) Any owner, or in the case of a corporation, an owner of five percenc

21 (5%) or more of the corporation stock, any officer or employee of * company

22 thac is currently under contract to provide a major procurement; or

23 (3) Any other person doing business with Che lottery as may be d e t e r m i n e d
24 by the director; or l

25 (4) Any person related by blood, adoption or marriage and who is * member

26 in the same household in Che principal place of abode of any such person.^

27 Notwithstanding the above, any of the above may purchase a lottery tickec

28 or share and attempt to claim Che related prize provided the purpose of such

29 purchase or claim is to test the lottery's systems- or is related to inves-

30 tigacion and is approved in advance by the director of security. If a tickec

31 or share is claimed in such a test or investigation, the warrant must be

32 returned to the lottery without being cashed.

33 67-7441. RECORDS. ALL papers, records, correspondence, communications

34 and proceedings of the Idaho state lottery and the commission shall h* open to

35 the puoLic except as otherwise provided by statute; provided, howrvor. that

36 business records and information provided to the lottery pursuant to soccions

37 67-7412 and 67-7420, Idaho Code, shall -remain confidential and shall noC

38 subject to pubLic inspection.

39 Notwithstanding any other provision of law, the commission shall determine

40 which documents and information obtained and held for the purposes ht lottery

41 security and investigative action shall be confidential by rule and regula

42 tion. Such confidential information shall be- subject to disclosure only by

43 subpoena or court order upon a showing that the pubLic interest in disclosure

44 substantially outweighs the private need for protection from publ'C Ji^c _°

45 sure. Nothing herein shall prohibit the lottery from disclosing •ntormacion

46 obtained by it to law enforcement agencies or other Lottery organizat1003 *

47 No lottery employee shaLL divulge or make known to any person vn nny man

48 ner any information, whatsoever, obtained directly or indirectly bv him i“ c^e

49 discnarge of his duties, or permit any copy thereof to be seen ex,*«*rc under

50 such ruLes and regulations which the lottery shall prescribe. Anv <‘mpiJyee
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offering for sale or lease, buying, or servicing of gaming materiaLs or equip- 

menc.

No person shall be a lottery game retailer who is engaged exclusively in 

the business of selling lottery tickets or shares. The director may contract 

with lottery game retailers on a permanent, seasonal or temporary basis. The 

lottery may require payment by each lottery game retailer to the lottery of an 

initial fee and an annual fee as a condition for a contract to be a lottery 

game retailer. The authority to act as a lottery game retailer shall not be 

assignable or transferable. A lottery game retailer shall report immediately 

to the lottery any changes in the information required in this section.

67-7413. TERMINATION OF THE LOTTERY GAME RETAILER. The director may ter­

minate a contracc with a lottery game retailer for such reasons of termination 

as shall be recited in such contract, which reasons shall include, but not be 

limited to, the knowing sale of tickets or shares to any person under the age 

of eighteen (18).

67-7414. COMPENSATION FOR LOTTERY GAME RETAILERS. The compensation paid 

to lottery game retailers shall be five percent (5Z) of the retail price of 

the tickets or shares. The director may pay lottery game retailers an addi­

tional one percent (1%) incentive bonus based on attainment of sales volume or 

ocher objectives specified by the director for each lottery game.

67-7415. SALES TO PERSONS UNDER THE AGE OF EIGHTEEN. No tickets or shares 

in the lottery games shall be sold by or to persons under the age of eighteen 

(18). In Che case of loctery tickets or shares sold by loctery game retailers 

or cheir empLoyees, such persons shaLl establish safeguards to help assure 

thac such sales are noc made to natural persons under Che age of eighteen

28
20

30

67-7416. DISPLAY OF CERTIFICATE OF AUTHORITY. No lottery tickets or 

shares shall be sold by a loctery game retailer unless the retailer has on 

pubLic dispLay on the premises a certificate of authoricy to sell loctery 

tickecs or shares signed by Che director. ’ ________________________________

31

32

33

67-7417. LOTTERY GAME RETAILER BONDING. The di-ector may require an 

appropriate bond from any loctery game retailer or may purchase blanket bonds 

covering Che activities of selected lottery game retailers.

3 4

35
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37

38

67-7418. LOTTERY GAME RETAILER ACCOUNTING. The director shall establish 

procedures which shall be utilized by lottery game retailers to account for 

all tickecs or shares thac are sold to the public by each loctery game 

rccailer and to account for all funds received from the public by each lottery 

>*,a.ie recailer for the tickets or shares.

39
40
41
42
43 
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67-7419. LOTTERY GAME RETAILER PAYMENTS. No payment by loctery game 

recailers to Che lottery for tickets or shares shall be in cash. All such pay­

ments shall be in the form of a check, bank draft, electronic fund transfer, 

or ocher recorded financial instrument as prescribed by lottery rule. The 

director may require lottery game recailers to deposit to the credit of the 

loccery, in financial institutions designated by the director, money received 

by lottery game recailers from sale of tickecs and/or shares, less the amount 

of comoensacion, if any, authorized under section 6 7 - / 4 1 4 ,  Idaho Code, and to



Lottery Creation and Legislation

prize m onoy  shall b e  re v e r te d  to th e  S ta te  Lottery F und 
(or th e  specific  p u rp o se  o f aw ard ing  additional p rizes in 
o rd e r to  com ply  w ith th e  in ten t of this s ta tu te  a s  to the  
p e rc e n ta g e  of prize a w a rd s  to  bo  paid.

XXI. INELIGIBILITY T O  BUY S T A T E  LOTTERY 
TIC K ETS AND SH A R E S
A  S ta te  lottery ticket o r  s h a re  m ay  no t b e  b o u g h t by a n d  a  prize 
m ay  n o t b e  g iven to:

A. a n  officer o r  em p lo y o e  of th e  Lottery: or
B. a n  individual w h o  is a  s p o u s e , child, paren t, o r  sibling 
of a n  officer o r  e m p lo y e e  of th e  Lottery a n d  re s id e s  in the  
principal re s id e n c e  of th e  officer o r  em ployee .
C . T h e  D irector is au th o riz e d  to es tab lish  ru les 
prohibiting co n trac to rs  a n d  o th e rs  directly involved in 
th e  p roduction  of g a m e s  from  purch asin g  Lottery 
tickets.

XXII. PR O H IB ITED  A C T S; PEN A LTIES
A. S c o p e  of S ec tio n — T his sec tio n  d o e s  no t prohibit:

1. giving a  S ta te  lotteiy  ticket o r  sh a re  a s  a  gift; o r
2 . buying a  S ta te  lottery ticket o r  sh a re  a s  a  gift 
for a  minor.

B. Unlawful S a le  of T ickets a n d  S h a re s — A p e rso n  m ay 
not:

1. u n le s s  a  lic e n se d  a g e n t  o r em p lo y ee  of a  
lic e n se d  ag e n t, sell a  S ta te  lottery ticket o r  
sh a re ;  o r

2. sell a  S ta te  lottery ticket o r  sh a re  a t  an y  
price o th er th an  th e  price th a t th e  ru les  a n d  
regulations of th e  Lottery se t; o r
3 . sell a  S ta te  lottery ticket o r  s h a re  to a  
minor.

C . Unlawful P re sen ta tio n  o f Lottery T icket— A p e rso n  
m a y  not:

1. knowingly p re se n t a  co un terfe it o r  a lte re d  
S ta te  lottery ticket o r s h a re  for pay m en t;
2 . knowingly tran sfe r  a  coun te rfe it o r  a lte re d  
S ta te  lottery ticket o r s h a re  to a n o th e r  p e rso n  
to p re se n t for pay m en t; o r
3 . with in ten t to d efraud , falsely m ak e , alter, 
forge, utter, p a s s  o r coun te rfe it a  lottery 
ticket or sh a re .

D. Unlawful A cts—
1. An a g e n t m ay  no t willfully w ithhold funds 
d u e  a n t ' ow ing th e  Lottery.
2. A pet to n  m ay  no t im p e rso n a te  a  Lottery 
rep re sen . ative.

E . P en a lties— Ai y p e rso n  violating an y  of th e  provision 
of th is A ct shall b e  guilty o f a  m isd e m e a n o r  a n d  upon 
conviction  b e  fined up to o n e  th o u sa n d  do llars ($1 ,000) 
o r  im prisoned  up  to .*ix (6) m o n th s  o r  bo th  fined an d  
im prisoned .

E d w a rd  J . P o w e r s  s e r v e d  a s  th e  e x e c u t iv e  d irec to r o f  th e  N e w  H a m p sh ire  S w e e p s ta k e s  C o m m is s io n , th e  first lo tte ry  in  
th e  U .S . in th e  2 0 th  cen tu ry . P o w e r s  is  a lso  a  fo u n d e r  o f  th e  N a tio n a l A s s o c ia tb n  o f  S ta te  L o tter ies , a n d  s e r v e d  a s  
p r e s id e n t  o f  th e  A s so c ia tio n  fro m  1 9 7 4 to  1976. H e  is  cu rren tly  a  c o n s u lta n t  to  th e  g a m in g  industry , a n d  in th e  fo llow ing  
a rticle  h e  o f fe r s  h is  a d v ic e  o n  te n  b a s ic  p o in ts  to  c o n s id e r  w h e n  e s ta b lish in g  a  s ta te  lottery.

D O  Y O U  W A N T  T O  S T A R T  A  S T A T E  L O T T E R Y ?

BV Ed”ard J' P°“e'3

It is com parative ly  e a s y  to o p e ra te  a  su c cess fu l s ta te  
lottery th e s e  d a y s . In 1964, w h e n  N ew  H am p sh ire  w a s  getting  
u n d e rw a y , it w a s  a  m uch differen t situation. T h e re  w as n o  p lace  
to s e e k  inform ation o r g u id an ce . T h e re  w a s  no  p a s t ex p e rien ce  
th a t cou ld  b e  re se a rc h e d  a n d  th e re  w ere  restrictive federal law s 
affecting  tax es , d raw ings a n d  th e  u s e  of m ails, radio  a n d  
television .

T oday , 22  s ta te s  a n d  th e  District of C olum bia h a v e  legalized  
lo tteries. T h e  a rc h a ic  federa l law s restricting th e  opera tion  of a  
s ta te  lottery h a v e  b e e n  a m e n d e d  by C o n g ress . T h e  N A SPL (North- 
A m erican  A ssocia tion  of S ta te  a n d  Provincial Lotteries), 
c o m p o se d  of lottery d irec to rs a n d  industry  p ro fessionals , is  m o st 
co o p e ra tiv e  in help ing  a  n ew  s ta te  g e t  s ta rted . T h e  Public G am ing 
R e se a rc h  Institu te is a lso  a  s to re h o u s e  of inform ation an d  
sta tistical d a ta  a b o u t th e  e x p e r ie n c e s  of all th e  s ta te  lotteries.

A ro ad m ap , th en , of su c c e ss fu l tech n iq u es  is d ea rly  
m ark ed  (or all to ex am in e . S ta te  lo tteries h a v e  b e e n  te s te d  in the 
c ru d b le  of ex p e r ie n c e  a n d  h a v e  su c c e e d e d . H ow ever, a  s ta te  
lottery co n tin u es  to b e  a  com plex , se n sitiv e  b u s in e ss  that 
req u ire s  tho rough  plann ing  a n d  re se a rc h . T h e  objective of this 
artic le  is to provide id e a s  for reflection  on  th e  p ro c e ss  of th e  
legalization  of lo tteries.

LOTTERY C H EC K LIST
T h e re  a r e  sev era l b a s ic  poin ts th a t sh o u ld  b e  carefully  

c o n s id e re d  in th e  p lan s to  estab lish  a  s ta te  lottery:
1 . A v o te  of th e  p eo p le  is d es irab le . A s ta te  lottery is  still 

con trovers ia l a n d  it is im portant th a t th e  p eo p le  a r e  affo rd ed  a  
c h a n c e  to v o te  o n  the  qu estio n . A favorab le vo te  is th e  q u ick est 
w ay  to s ile n c e  th e  opposition.

2 . T h e  d irec to r sh ou ld  b e  a  p rofessional p e rso n  with lottery 
e x p e r ie n c e . T h e  lottery sh o u ld  b e  a s  free  from political 
in te rfe ren ce  a s  possib le . T h e  direc to r sh o u ld  h a v e  th e  authority 
to  build th e  sta ff with peop le  of m erit a n d  qualifications. All 
c a n d id a te s  sh o u ld  b e  carefully  sc re e n e d  a n d  their ex p e r ie n c e  a n d  
b a c k g ro u n d  verified.

3 . T h e  q uestion  of w h e th e r  o r  no t th e re  sh o u ld  b e  a  
com m iss io n  is d eb a tab le . M ichigan h a s  b e e n  very su c c e ss fu l 
w ith o n e  co m m iss io n e r w ho  functions a s  th e  directo r. H e a n sw e rs  
only to th e  g o v e rn o r a n d  h a s  th e  authority  to m a k e  all th e  
e s se n tia l d e c is io n s . This is probab ly  th e  m o s t efficient sy s tem  
b e c a u s e  it c u ts  through th e  political red  ta p e , perm its quick 
decision -m ak ing  a n d  elim inates bickering, n e e d le s s  d e la y s  an d  
p ersonality  c la s h e s  that m ay d ev e lo p  within a  com m iss io n  of 
se v e ra l m e m b e rs .



Lottery Creation and Legislation

O n  th e  o th e r  h a n d , th e re  a re  so m e  a d v a n ta g e s  to hav ing  a  
com m iss io n . A co m m iss io n  m a d e  up  of th ree to five m e m b e rs  can  
s h a re  with th e  d irec to r  tho  responsibility (or sonsitive p ro b lem s, 
c a n  b e  a  so u n d in g  b o a rd  for m ajor d ec is io n s  a n d  c a n  w ork  
effectively with th e  leg is la tu re . M any co m m issio n ers  h a v e  
previously  s e rv e d  in th e  leg isla tu re , a n d  this e x p e r ie n c e  is a  
v a lu ab le  a s s e t      ,

4 . l-ull public  accountab ility  m u st b e  required . Period ic  
rep o rts  of re v e n u e  a n d  e x p e n s e s  m u s t b e  is s u e d  to th e  gov ern o r 
a n d  tho leg isla tu re . A n a n n u a l repo rt sh ou ld  b e  pub lish ed  for the  
public a n d  the  p r e s s  to  review . S o m e  lo tteries requ ire  th a t a n  
ou ts id e  acco u n tin g  a g e n c y  co n d u c t periodic aud its.

5 . T h e  lo ttery  a g e n c y  sh ou ld  b e  tre a te d  like a  b u s in e s s  a s  
m u c h  a s  p o ss ib le . T h is  is th e  only w ay  to m axim ize re v e n u e s . It 
m u s t h av e  th e  flexibility to  lau n ch  new  p ro g ram s a n d  to c h a n g e  
m a ' Keting s tra teg y . It sh o u ld  no t b e  in a  b u d g e t stra itjacket that 
p re v e n ts  it from  m ak in g  p e rso n n e l o r policy c h a n g e s .

6. It is r e c o m m e n d e d  th a t the  lottery b e  a  se p a ra te  ag e n c y  
a n d  no t u n d e r  th e  con tro l o f an y  o th er s ta te  ag en cy . It sh o u ld  
h a v e  its ow n  identity  a n d  b e  re sp o n sib le  for its d ec is io n s. This is 
b e s t  from a  public re la tio n s a s  well a s  from  an  efficiency 
v iew p o in t It sh o u ld  h a v e  th e  authority  to is su e  an d  p re se n t prize 
c h e c k s  a n d  n e w s  r e le a s e s . It shou ld  b e  ab le  to em ploy p erso n n e l 
a n d  to e n te r  into c o n tra c ts , within e s tab lish ed  s ta te  p ro c e d u re s , 
a n d  to is s u e  its ow n  bid specifications. H ow ever, it sh o u ld  be  
n o ted  th a t a  n u m b e r  of s ta te  lo tteries a re  currently  functioning 
within a n o th e r  s ta te  a g e n c y .

7 . C arefu l c o n s id e ra tio n  shou ld  b e  given to w h e th e r  th e  
lottery a g e n c y  sh o u ld  b e  perm itted  to e n te r  into no-bid co n trac ts  
o r  to  a c c e p t a  c o n tra c t from  a  ven d o r w h o  is not the  low bidder. 
S ecurity  re q u ire m e n ts  a r e  s o  e s se n tia l on  tickets a n d  draw ing 
eq u ip m en t, for e x a m p le , th a t  it is po ss ib le  th a t th e  low b idder 
w ould  no t prov ide th e  s ta te  with the  b e s t  product T h e  lottery 
sh o u ld  w ork clo se ly  w ith th e  s ta te  pu rch asin g  d e p a r tm e n t in th e se  
m a tte rs . ------ --

b. W ho w ou ld  b e  th e  beneficiary of th e  lottery r e v e n u e s ?  
M any s ta te s  c h a n n e l th e  n e t  re v e n u e s  into the  g en e ra l fund while

o th e rs  e a rm a rk  th em  for public ed u ca tio n , for cities a n d  tow ns, for 
a id  to se n io r  c itizens o r for p a rk s  a n d  recreation . It s e e m s  
p refe rab le  from th e  lottery view point to  ea rm ark  th e  funds for a  
sp ec ia l p u rp o se . By doing this, th e  b en efits  derived  c a n  b e  m ore 
readily m e a su re d  a n d  reco g n ized . F o r exam p le , it is  very 
im p ress iv e  to re a d  in th e  an n u a l rep o rt of the P en n sy lv an ia  
Lottery ol the  $5 3 8  million d istribu ted  a s  tax re b a te s  a n d  free 
transporta tion  for se n io r  c itizens, w ith app ro p ria te  p h o to g rap h s.

A n o th er benefit of ea rm ark in g  is th e  creation  of a  su p p o rt 
g roup  for the  lottery. T h e  legislation  in C olorado e s ta b lish e d  the  
beneficiary  a s  park s a n d  rec rea tio n . T h is im m ediately p rovided an  
incontive for th e se  s ta te  em p lo y ees , their fam ilies a n d  ihoir 
v e n d o rs  to  w ork for public app roval. T h e  g roup  w a s  very effective 
in obtain ing  a  favorab le vo te  from  th e  p eop le .

9 . S ecurity  is p a ra m o u n t in ev e ry  a s p e c t  of th e  lottery. T he 
d raft legislation sh o u ld  prov ide th e  fram ew ork for the  internal 
con tro ls th a t a re  n e c e s sa ry  to  d e te r  a n d  p rev en t su b v e rs io n  bo th  
from  within a n d  wilhouL C o m p u te r  techno logy  p erm its contro ls 
today  th a t w ere  u n availab le  in th e  p a s t  M ost security  p rob lem s 
h a v e  a r ise n  from e m p lo y e e s  a n d  th is e m p h a s iz e s  th e  n e e d  for 
c lo se  p re-em p lo y m en t sc re e n in g . T h e re  m u st b e  c ro ss -c h e c k s  
a n d  freq u en t u n a n n o u n c e d  in sp e c tio n s  to elim inate tem ptation .

10. It m u st b e  re m e m b e re d  th a t a  s ta te  lottery will return 
c lo se  to 4 0  p e rcen t of total g ro s s  re v e n u e s  to th e  s ta te , after 
pay ing  all th e  p rizes a n d  e x p e n s e s . T h9  lottery a g e n c y  is 
com plete ly  se lf-supporting . Its initial sta rt-up  c o s ts  will b e  paid  
b a c k  to th e  s ta te  within a  m a tte r  o f  m o n th s. T h e  draft legislation 
sh o u ld  n o t specify a  p e rc e n ta g e  o f p rizes  to b e  paid , th e  am o u n t 
to b e  s p e n t  on ad vertising , th e  p e rc e n ta g e  allow ed  for e x p e n s e s  
o r th e  m inim um  a m o u n t to b e  re tu rn e d  in n e t re v e n u e . T h e se  
restric tions can  se rio u sly  im p ed e  decision-m aking . It is b e s t to 
c h a rg e  th e  ad m in istra to rs of th e  lottery with th e  responsibility  of 
raising  m axim um  re v e n u e  from th e  p rog ram .

T h e re  is room  for d isc u ss io n  o n  all th ese  poin ts. T h e re  is no  
o n e  sing le  road  to a  su c c e ss fu l lottery. T h e  e s se n tia l factor is to 
reco g n ize  th e  p ro b lem s a n d  th en  to tailor th e  so lu tions to fit the  
sp ec ia l c irc u m sta n c e s  th a t ex is t in e a c h  s ta te .

O n e  th in g  a  s ta te  m u s t  c o n s id e r  w h e n  e s ta b lish in g  a  s ta te  lo tte ry  is  w h e th e r  o r  n o t  to  ta x  lo tte ry  w in n in g s . T h is p ra c tic e  
v a rie s  fro m  s ta te  to  s ta t e  a s  in d ic a te d  in th e  fo llow ing  article.

T O  T A X  O R  N O T  T O  T A X  L O T T E R Y  W I N N I N G S

F ro m : P u b l ic  G a m in g  J u l y  1 9 8 5

M any lottery w in n e rs  a re  unp leasan tly  su rp rised  to  find th a t 
2 0  p e rc e n t of their w inn ings (in p rizes of $ 5 ,0 0 0  a n d  over) is 
im m ediately  d e d u c te d  for federa l incom e tax es . S o m e  b e c o m e  
further d ism a y e d  u p o n  learn ing  that their prize m o ney  is su b je c t to 
s ta te  taxation  a s  well.

A lthough th e  2 0  p e rc e n t  federal withholding affec ts w inners 
in all s ta te s  a n d  is re q u ire d  by law, not ev e ry  s ta te  im p o se s  s ta te  
ta x e s  on lottery w in n ers . A s law s differ from  s ta te  to s ta te , so  do  
a ttitu d es  co n cern in g  th e s e  tax policies. M any 6 ta tes w h o s e  
re s id e n ts  m u s t  p ay  s ta te  ta x e s  on  lottery w innings feel th a t this is 
a n  unfair form of ’d o u b le  taxation ,’ a n d  a re  push ing  leg islation  to 
elim inate th e  s ta te  tax  requ irem enL

In O hio, th e  Lottery C om m ission  is in te re s ted  in leg islation  to 
elim inate th e  s ta te  tax  o n  lottery w innings "simply b e c a u s e  it is no t 
fair to  the  c o n su m e r, w h o  is m ore  or le s s  d oub le  tax ed ,’ sa id  
sp o k e sp e rso n  A n n e  B loom berg . ’You co u ld  co n sid er th e  lottery a  
form  of rec rea tio n  tax."

Sylvia McMorris of th e  D istrict of Colum bia Lottery 's public 
re la tions office sa id  that, b e c a u s e  3 5  p e rc e n t of th e  lottery 's tak e -  
in g o e s  to th e  g en e ra l fund, p laying is a  form of taxation  in itself, 
so  re s id e n ts  a re  no t su b je c t to s ta te  ta x e s  on  lottery w innings.

In M aryland, leg islation  to e n d  the  cu rren t s ta te  tax 
req u irem en t o n  lottery w innings h a s  b e e n  a tte m p te d  sev era l 
tim es, bu t h a s  n e v e r  p a s s e d .

And, in New York, th e  lottery h a s  for six y e a rs  b e e n  push ing  
for leg islation  elim inating th e  s ta te  tax  requirem enL  Although the  
p roposal h a s  r e a c h e d  com m ittee , it h a s  n e v e r  p ro c e e d e d  into th e  
voting s ta g e .

P en n sy lv an ia  re s id e n ts  originally h ad  to pay  s ta te  incom e 
tax on  their w innings, b u t a  law  calling  for exem ption  w a s  s ig n e d  in 
July 1983. (B ut long-term  prize  p a y m e n ts  s ta rte d  b efo re  th a t tim e 
a re  still su b je c t to th e  tax.)

A rizona, how ever, took  a  d ifferen t route . U n d er original 
legislation, lottery w inn ings w e re  e x e m p t from s ta te  taxation , bu t



ARGUMENTS AGAINST A STATE-OPERATED LOTTERY

T e s t i m o n y  P r e p a r e d  
by

Dr. L a r r y  B r a i d f o o t  
C h r i s t i a n  L i f e  C o m m i s s i o n  

S o u t h e r n  B a p t i s t  C o n v e n t i o n  
N a s h v i l l e ,  T e n n e s s e e  
D e c e m b e r  15, 1985

C o m m e n d e d  for study and r e f l e c t i o n  by the f o l l o w i n g  A l a s k a n s :

John J. Shaffer, pastor 
United Methodist Church 
1660 Patterson Street 
Anchorage, Alaska 99504-2773

George C. Harris, Bishop 
Episcopal Diocese of Alaska

Dr. John H. Allen 
Executive Director 
Alaska Eaptist Convention 
Anchorage, AK 99516

Oscar Youngquist 
The Salvation Army

Calvin D. McConnell, Bishop 
Alaska Missionary Conference 
United Methodist Church

Neil Munro
Associate Synod Executive Synod of Alaska 
Northwest, The Presbyterian Church (USA)

James K. Ward
Pastor, First Christian Church

Francis E. Mueller, S. J.

Benj. 0. Walters, Jr.
Lay leader, Tumagain 
United Methodist Church

Mildred C. Knapp
Lay member, St. Mark Lutheran

Dr. Harold H. Hime, Pastor 
First Baptist Church 
Anchorage, AK 99501

Jon F. Iangenwalter, Pastor 
United Methodist Church

Alaska Christian Conference 
Executive Board 11/7/85

Milton S. Hunt, President 
Alaska Christian Conference

Paul W. Daniel
Clergy delegate, Alaska Conference 
of the North Pacific District of 
the American Lutheran Church

Stella Martin
lay Member Salvation Army

Jim R. Patton
Presby. Church (U.S.A.) Pastor

C. Thomas Kangas 
Pastor, St. Mark Lutheran Church 
3230 Lake Otis Pkwy 
Anchorage, Ak. 99508

Theodore E. Zanbal, S. J. 
Providence Hospital

Mary Jane Landstrcm, lay member 
Immanuel Presbyterian Church

Board of Managers, Anchorage Unit 
Church Women United:

Helene Harvey
Mildred Mantle
Mae A. Peterson
Annette R. Cole
Dorcas Jackson
Marjorie Wooster
Virginia W. Banks
Ursula J. Veatch
Huldah Samuelson
Maxine W. Johnson
Mary Lou Lawhom, President



T A B L E  O F  C O N T E N T S

A L O T T E R Y  IS A R E G R E S S I V E  S O U R C E  OF  T A X A T I O N  P a g e  1

A L O T T E R Y  W I L L  K N O W I N G L Y  A P P E A L  D I S P R O P O R T I O N A T E L Y

T O  E T H N I C  M I N O R I T I E S  5

A L O T T E R Y  W I L L  NOT R E D U C E  I L L E G A L  G A M B L I N G

B U T  W I L L  S T I M U L A T E  IT 6

A  L O T T E R Y  W I L L  C O N T R I B U T E  T O  G R O W T H  IN THE N U M B E R

O F  P R O B L E M  G A M B L E R S  10

C O N C L U S I O N  14

F O O T N O T E S  16



A L 0 T T E R 1  IS A  R E G R E S S I V E  S O U R C E  O F  T A X A T I O N

T h e  en t i r e  d e b a t e  a b o u t  s t a t e - o p e r a t e d  l o t t e r i e s  is a result 
of the p r e s s u r e  for m o r e  r e v e n u e s  for t h e  states. W i t h i n  this 
p r e s e n t  context, l o t t e r i e s  are p u r e l y  and si m p l y  v i e w e d  as m e a n s  
of raising r e v e n u e s  f r o m  the c i t i z e n s  of the s t a t e  w h o  are e i t h e r  
inclined, or can be e n ticed, into p l a y i n g  the l o t t e r i e s .  S i n c e  
the result is to c l e a r l y  f u n c t i o n  as a tax, the l o t t e r i e s  m u s t  be 
j u d g e d  by the m a n n e r  in w h i c h  t h e y  function, w h i c h  i n c l u d e s  a 
c o n s i d e r a t i o n  of t h o s e  fr o m  w h o m  t h e  s t ate r a i s e s  revenue.

S t a t e - o p e r a t e d  l o t t e r i e s  f o l l o w  a p a t t e r n  in d e v e l o p i n g  the 
g a m e s  w h i c h  are p j a y e d  by the g a m b l e r s .  U s u a l l y  t h e y  tu r n  t;. he 
d a i l y  "numb e r s "  g a m e  to hike r e v e n u e s  w h i c h  l e v e l  o f f  and d e c l i n e  
a f t e r  the s t a r t - u p  p e r i o d  for the lottery.

The "numb e r s "  or p l a y e r  s e l e c t i o n  l o t t e r y  g a m e s  g e n e r a t e  the 
m a j o r  p o r t i o n  of t h e  r e v e n u e  d e r i v e d  from s t a t e - o p e r a t e d  
l o t teries. F r o m  1976 t h r o u g h  1979, M a r y l a n d ' s  l o t t e r y  n e t t e d  
$145 m i l l i o n  for the state, a n d  $133 m i l l i o n  of it w a s  from the 
d a i l y  n u m b e r s  g ame. S i n c e  P e n n s y l v a n i a  i n t r o d u c e d  its d a i l y  
n u m b e r s  g a m e  in 1977, 70 p e r c e n t  of its i n c o m e  has c o m e  from the 
d a i l y  n u m b e r s  game. In f i s c a l  1982, 88.8 p e r c e n t  o f ^ N e w  
J e r s e y ' s  l o t t e r y  income w a s  fr o m  d a i l y  n u m b e r s  games.

T h e r e  can be no r e a s o n a b l e  d o u b t  that the d a i l y  n u m b e r s  
game, the one upon w h i c h  m o s t  of the s t a t e - o p e r a t e d  l o t t e r i e s  
de p e n d  for t h e i r  ma i n  s o u r c e  of revenue, a p p e a l s  p r i m a r i l y  to the 
p o o r  and to the m i n o r  m e m b e r s  of our s o ciety. Its a p p e a l  is 
b a sed on the i l l u s o r y  p r o m i s e  and the d e s p e r a t e  h o p e  of a big 
win.

Most forms of g a m b l i n g  are h i g h l y  r e g r e s s i v e  w h e n  v i e w e d  as 
forms of taxation. T h i s  is not a new c o n c l u s i o n .  It w a s  c l e a r l y  
d e m o n s t r a t e d  by the res e a r c h  do n e  in c o n n e c t i o n  w i t h  the 
P r e s i d e n t i a l  C o m m i s s i o n  on the Re v i e w  of t h e  N a t i o n a l  P o l i c y  
T o w a r d  G a m b ling. O f  the 11 d i f f e r e n t  t y p e s  of g a m b l i n g  reviewed, 
all but two, c a s i n o s  and i l l e g a l  sports b o o k i n g  bets, w e r e  
regressive. Wh e n  N e v a d a  r e s i d e n t s  we r e  s u r v e y e d ,  even c a s i n o  
g a m b l i n g  w a s  f ound to be regressive. T h e  o n l y  reason that c a s i n o  
g a m b l i n g  w a s  not r e g r e s s i v e  for the p o p u l a t i o n  of t h e  U n i t e d  
S t a t e s  as a w h o l e  is that p o o r  p e o p l e  o u t s i d e  of N e v a d a  l a c k e d  
the funds to tr a v e l  to Nevada, w h i c h  w a s  the o n l y  s t a t e  w i t h  
legal c a s i n o  g a m b l i n g  w h e n  that study w a s  made.

D a n i e l  B. Suits, an e c o n o m i c s  p r o f e s s o r  at M i c h i g a n  S t a t e  
U n i v e r s i t y ,  has p o i n t e d  out on several o c c a s i o n s  that l o w - i n c o m e  
l o t t e r y  p l a y e r s  w a g e r  a d i s p r o p o r t i o n a t e l y  h i g h  p e r c e n t a g e  of 
t h e i r  i n c o m e  or1(.the lo t t e r y ,  w i t h  the n u m b e r s  g a m e  hav i n g  the 
p r i m a r y  appeal.

P e r h a p s  the mo s t  c o n c l u s i v e  e v i d e n c e  of the m a n n e r  in w h i c h  
l o t t e r i e s  a p p e a l  to p o o r  p e o p l e  is t h e  fact that t h e i r  o u t l e t s
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ar e  c o n c e n t r a t e d  in p o o r e r  n e i g h b o r h o o d s .  O n e  h i g h l y  
i n f o r m a t i v e  s t u d y  w a s  d o n e  in N e w  Castle C o u n t y ,  D e l a w a r e ,  in 
1979. T h e  s t u d y  f ound no l o t t e r y  outlets in the u p p e r - i n c o m e  
n e i g h b o r h o o d s  w h e r e  17,630 p e r s o n s  lived. T h e r e  was one l o t t e r y  
ou t l e t  for e v e r y  17,774 p e r s o n s  in u p p e r - m i d d l e  inc o m e  
n e i g h b o r h o o d s .  T h e r e  was one l o t t e r y  o u t l e t  for e v e r y  5 , 0 3 2  
p e r s o n s  in t h e  l o w e r - m i d d l e  to m i d d l e - i n c o m e  n e i g h b o r h o o d s .
T h e r e  was o n e  l o t t e r y  o u t l e t  for every 1 , 9 8 1  p e r s o n s  in the 
p o o r e s t  n e i g h b o r h o o d s .

S t a t e - o p e r a t e d  l o t t e r i e s  are a r e g r e s s i v e  and i n e f f i c i e n t  
w a y  to raise taxes. A  f o r m  of t a x a t i o n  is r e g r e s s i v e  if it d r a w s  
a larger p e r c e n t a g e  of its r e v e n u e  from t h e  p o o r e r  c i t i z e n s  than 
fr o m  m i d d l e -  and u p p e r - c l a s s  c i t i z e n s .  It is r e g r e s s i v e  if a 
p o o r e r  p e r s o n  s p e n d s  a h i g h e r  p e r c e n t a g e  of h i s  or her income on 
the a c t i v i t y  t h a n  d o e s  the p e r s o n  of m o d e s t  or a f f l u e n t  mea n s .  
Such is c l e a r l y  the c a s e  w i t h  t h e  lottery.

S t a t e - o p e r a t e d  l o t t e r i e s  a r e  among the m o s t  r e g r e s s i v e  forms 
of l e g a l i z e d  g a m b l i n g .  T h e y  are almost t w i c e  as r e g r e s s i v e  as 
p a r i - m u t u e l  w a g e r i n g  on h o r ses. T h e  c o n c l u s i o n s  of t h e  s t u d y  of 
the P r e s i d e n t i a l  C o m m i s s i o n  h a v e  been s u p p o r t e d  by a n u m b e r  of 
o t her s t u d i e s  w h i c h  h a v e  r e p o r t e d  rem a r k a b l y  s i m i l a r  results. In 
all of the s t u d i e s ,  p e r s o n s  w i t h  incomes b e l o w  $5 , 0 0 0  s p ent a 
m u c h  larger p e r c e n t a g e  of t h e i r  p e r s o n a l  i n c o m e  on the lottery. 
Th e  most r e v e a l i n g  c o m p a r i s o n  is the amount s p e n t  on the l o t t e r y  
out of e v ery t h o u s a n d  d o l l a r s  of income. In C o n n e c t i c u t ,  the 
figure was 14 t i m e s  g r e a t e r  for t h o s e  with i n c o m e s  b e l o w  $5 , 0 0 0  
than for t h o s e  w i t h  i n c o m e s  of $ 2 5 ,000 or m o r e ;  in M a s s a c h u s e t t s ,  
15.5 times g r e a t e r ;  in Maryland', regarded as p e r h a p s  t h e  m o s t  
s u c c e s s f u l  s t a t e  lottery, t h e  f i g u r e  was 2.1.5 t i m e s  gre a t e r .
O n e  of the f e w  f o r m s  of g a m b l i n g  w h i c h  was m o r e  r e g r e s s i v e  than 
s t a t e - o p e r a t e d  l o t t e r i e s  w a s  the illegal n u m b e r s  game. But 
that same g a m e  is n o w  b eing run by s t a t e - o p e r a t e d  l o t t e r i e s  in a 
n u m b e r  of " p l a y e r  choice" g a m e s ,  w h i c h  was n o t  so w h e n  m o s t  of 
t h e s e  s t u dies w e r e  c o n d u c t e d .  So the s t a t e - o p e r a t e d  l o t t e r i e s  of 
t o d a y  are e v e n  m o r e  r e g r e s s i v e  than 4 of the 5 s t u d i e s  
d e m o n s t r a t e d .

The p l a y e r  s e l e c t i o n  g a m e s ,  w h i c h  r e p r e s e n t  the m a i n  s o u r c e  
of revenue f o r  s t a t e  l o t t e r i e s ,  h a v e  been i d e n t i f i e d  as h a v i n g  a 
d i s p r o p o r t i o n a t e  d r a w i n g  f r o m  l o w e r  s o c i o e c o n o m i c  g r o u p s .  O n e  of 
the ear l i e s t  s t u d i e s  to d e t e c t  th i s  heavy a p p e a l  w a s  c o n d u c t e d  by 
Dr. Mark A b r a h a m s o n ,  P r o f e s s o r  of Sociology, U n i v e r s i t y  of 
C o n n e c t i c u t .

That s t u d y  o f f e r e d  s e v e r a l  re c o m m e n d a t i o n :  " C o n n e c t i c u t
D a i l y  N u m bers p r i m a r i l y  a t t r a c t s  p o or, l o n g - t e r m  u n e m p l o y e d  and 
less edu c a t e d  p a r t i c i p a t i o n .  It g e n e r a t e s  S t a t e  r e v e n u e  in a 
r e g r e s s i v e  m a n n e r  and s h o u l d  be d i s c o n t i n u e d . "

It m i g h t  a l s o  be i n s t r u c t i v e  to note s o m e  re l e v a n t  
i n f o r m a t i o n  w h i c h  can be  d e r i v e d  a b o u t  l o t t e r y  r e g r e s s i v i t y  fr o m  
p e r s o n s  and o r g a n i z a t i o n s  a s s o c i a t e d  with the l o t t e r y  industry.
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S c i e n t i f i c  Gaines, Inc., a s u b s i d i a r y  of Bally, Inc., is a 
leading s u p p l i e r  of p r o d u c t s  for the o p e r a t i o n  of s t a t e - o p e r a t e d  
l o t t e r i e s .

S c i e n t i f i c  Gaines, Inc., is su c h  a strong a d v o c a t e  of s t a t e -  
o p e r a t e d  l o t t e r i e s  that it s e r v e s  as a c a t a l y s t  in s t a t e s  
c o n s i d e r i n g  the a d o p t i o n  of s t a t e - o p e r a t e d  l o t t e r i e s .  P u b l i s h e d  
reports have i n d i c a t e d  that S c i e n t i f i c  G a mes has s p e n t  in e x c e s s  
of $ 2 . 1 . in C a l i f o r n i a  in g e t t i n g  the l o t t e r y . i s s u e  on the 
b a l l ot,., a p p r o x i m a t e l y  $ 2 0 0 , 0 0 0  in Ari z o n a ,  $ 1 5 0 , 0 0 0  in 
O r e gon, p e r h a p s  a n o t h e r  $ 1 5 0 , 0 0 0  in C o l o r a d o  and t h e  D i s t r i c t  
of Columbia, h i r e d  a l o b b y i s t  in M i s s o u r i ,  and s p e n t  
u n i d e n t i f i e d  a m o u n t s  in s t a t e s  su c h  as We s t  V i r g i n i a ,  L o u i s i a n a ,  
M i s s i s s i p p i ,  and New Mexi c o .

T h e s e  funds w e r e  e x p e n d e d  in a v a r i e t y  of ways: for
p e t i t i o n  c i r c u l a t o r s ,  for l a w y e r s  fees, for p r o m o t i o n  c a m p a i g n s ,  
and o t her a c t i v i t i e s  c o n n e c t e d  w i t h  the d e v e l o p m e n t  of a c a m p a i g n  
for l e g a l i z a t i o n  of a s t a t e  lo t t e r y .  C l e a r l y  S c i e n t i f i c  G a m e s  is 
f u l l y  i nvolved w i t h  the m a r k e t i n g  a n d  d e v e l o p m e n t  of s t a t e -  
o p e r a t e d  lotteries.

In 1982 D a n i e l  Bower, p r e s i d e n t  and c o f o u n d e r  of S c i e n t i f i c  
Games, Inc., a d d r e s s e d  the F o u r t h  A n n u a l  Ga m i n g  C o n f e r e n c e  and 
I n t e r n a t i o n a l  Ga m i n g  C o n g r e s s  at the D u n e s  H o t e l  in Las Vegas, 
Nevada. On that o c c a s i o n  he i d e n t i f i e d  the p r i n c i p a l  p l a y e r s  
of the three d i f f e r e n t  forms of l o t t e r y  g a m e s  b e ing p l a yed: the
w e e k l y  draw game, the inst a n t  g ame, and the p l a y e r  s e l e c t i o n  
game. T h e s e  d i f f e r e n t  g a m e s  w e r e  i n t r o d u c e d  c h r o n o l o g i c a l l y  in 
that g e n e r a l  s e q u e n c e  a n d  each fo r m  of the l o t t e r y  r e p r e s e n t e d  an 
a p p r o x i m a t e  t r i p l i n g  of the a c t i v i t y  b e ing r e a l i z e d  by t h e  
p r e d e c e s s o r .

T h e  w e e k l y  d r a w  g a m e  a t t r a c t s  p l a y e r s  "most l i k e l y  to be 
w h i t e  male, and on the m i d d l e  to l o w e r  side of the o c c u p a t i o n a l  
scale. A m a j o r i t y  of the p l a y e r s  are a g e  55 or older."

T h e  dollar i n s tant g a m e  is m o s t  li k e l y  to be p l a y e d  by t h ose 
w h o  are w h i t e  and male, but s o m e w h a t  y o u n g e r  than t h o s e  p l a y i n g  
the w e e k l y  dr a w  game.

T h e  big a t t r a c t i o n ,  how e v e r ,  is t h e  p l a y e r  s e l e c t i o n  game, 
w h i c h  in some s t a t e s  r e p r e s e n t s  a l m o s t  90% of the n e t  s a les of 
the lottery. A c c o r d i n g  to Bower, the p l a y e r  "is m o s t  l i k e l y  to 
be a n o n w h i t e  m a l e  e m p l o y e d  as a l a b o r e r  or s e r v i c e  w o r k e r .  Most 
p l a y e r s  have less than an e i g h t h  g r a d e  e d u c a t i o n  and few h a v e  
m o r e  than a high s c h o o l  e d u c a t i o n . "

In e x p o u n d i n g  on the m e r i t s  of the d e v e l o p m e n t  of the " v i d e o  
lottery," c o n s i d e r e d  to b e  the " s t a t e  of the art for the future," 
B o w e r  n oted that it w i l l  a t t r a c t  a n e w  g r o u p  of c o n s u m e r s  n o t  yet 
a t t r a c t e d  by e x i s t i n g  f o r m s  of t h e  lottery. T h i s  g r o u p  is 
"younger, b e t t e r  e d u c ated, m o r e  a f f l u e n t  and h i g h e r  in
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o c c u p a t i o n a l  s tatus." S u r v e y s  he q u o t e d  in this a d d r e s s  i n d i c a t e  
an a w a r e n e s s  that w h i t e - c o l l a r ,  u p p e r - i n c o m e  i n d i v i d u a l s  do not 
p r e s e n t l y  p l a y  t h e  l ottery.

T h u s  it s e e m s  c l e a r  th a t  the p r o p o n e n t s  of the l o t t e r y  are
a w a r e  th a t  t h e i r  p r o d u c t  a t t r a c t s  i n d i v i d u a l s  on the l o w e r  i n c o m e
s t r a t a  of society, on the low end of t h e  e d u c a t i o n a l  and
p r o f e s s i o n a l  ladder.

P u b 2 ic_GaniiBg_Maga2 ine c a r r i e d  a s e r i e s  of a r t i c l e s  
d e s c r i b i n g  a s t u d y  c o n d u c t e d  by Dr. J o h n  Koza, c h a i r m a n  a n d  c h i e f  
e x e c u t i v e  o f f i c e r  of S c i e n t i f i c  Games. Dr. Ko z a  r e c e i v e d  a Ph.
D. in c o m p u t e r  s c i e n c e  f r o m  t h e  U n i v e r s i t y  of M i c h i g a n .  T h e  
s t u d y  c o n d u c t e d  w a s  of p a r t i c i p a t i o n  in the l o t t e r y  in New 
J e r s e y .

T h e  m o s t  i n s t r u c t i v e  p a r t  of the s t u d y  was r e p o r t e d  in P a r t  
I V  of the series. In t h a t  ar t i c l e ,  K o z a  i d e n t i f i e d  the l e a ding 
n e i g h b o r h o o d s  in t e r m s  of t h e  p a r t i c i p a t i o n  in the l o ttery. He 
i d e n t i f i e d  the l e a d i n g  f o u r  k i n d s  of n e i g h b o r h o o d s  in p l a y i n g  the 
d i f f e r e n t  g a m e s  s p o n s o r e d  by the New J e r s e y  lottery. It s h o u l d  
be n o t e d  that the N e w  J e r s e y  l o t t e r y  d o e s  not h a v e  a w e e k l y  d r a w  
game. T h i s  has b e e n  a b a n d o n e d  as a m ong the least p r o f i t a b l e .
T h e  New J e r s e y  l o t t e r y  has t h e  i n s t a n t  g a m e  and t h r e e  f orms of 
the p l a y e r  s e l e c t i o n  game: Pi c k  3, Pi c k  4, and P i c k  6.

S i n c e  K o z a  i d e n t i f i e d  t h e  l e a d i n g  four n e i g h b o r h o o d s  for 
each fo r m  of the lot t e r y ,  a t o t a l  of 16 p o s s i b i l i t i e s  e x i s t e d  in 
d e t e r m i n i n g  the l e a d e r s  in p l a y i n g  the lottery. O f  the 16 
p o s s i b i l i t i e s ,  o n l y  2 n e i g h b o r h o o d s  w e r e  e i t h e r  m i d d l e - c l a s s  or 
u p p e r - c l a s s  level in income, b o t h  w i t h  the instant game. T h e  
o t h e r  t w o  n e i g h b o r h o o d s  w h i c h  s h o w e d  up a m o n g  the l e a d e r s  in 
p l a y i n g  t h e  instant g a m e  w e r e  i d e n t i f i e d  as follows:

o O l d e r  P o p u l a t i o n ,  L o w e r - M i d d l e  Income, E a s t e r n  E u r o p e a n s ,  
N o r t h e a s t e r n  U.S., and 

o O l d e r  P o p u l a t i o n ,  L o w e r - M i d d l e  Income, Low Value, V e r y  O l d  
H o u s i n g .

T h e  k i n d  of n e i g h b o r h o o d  w h i c h  w a s  the le a d e r  in b o t h  Pick 3 
and Pick 4 w a s  i d e n t i f i e d  as B l a c k  N e i g h b o r h o o d ,  O l d e r  
P o p u l a t i o n ,  O l d  R e n t a l  H o u s i n g .  T h i s  n e i g h b o r h o o d  w a s  the f o u r t h  
l e a d i n g  n e i g h b o r h o o d  in p l a y i n g  Pick 6. T h e  f r e q u e n c y  w i t h  w h i c h  
this k i n d  of n e i g h b o r h o o d  p l a y e d  Pick 3 w a s  2.46 t i m e s  g r e a t e r  
than a v e r a g e ,  2.29 g r e a t e r  t h a n  a v e r a g e  for Pick 4, a n d  1.23 
t i m e s  g r e a t e r  than a v e r a g e  for the Pick 6 game.

A s e c o n d  l e a d i n g  n e i g h b o r h o o d  in p l a y i n g  the p l a y e r  
s e l e c t i o n  g a m e s  s p o n s o r e d  by the l o t t e r y  is i d e n t i f i e d  as O l d e r  
P o p u l a t i o n ,  L o w e r - M i d d l e  I n c ome, S m a l l  T o w n s .  T h i s  n e i g h b o r h o o d  
w a s  t h i r d  in Pick 3, f o u r t h  in Pick 4, and s e c o n d  in Pick 6 
p l a y i n g .



T h e  n e i g h b o r h o o d  w h i c h  was i d e n t i f i e d  as O l d e r  P o p u l a t i o n ,  
L o w e r - M i d d l e  Income, E a s t e r n  Eur o p e a n s ,  N o r t h e a s t e r n  U.S., w h i c h  
w a s  the le a d e r  in the instant game, w a s  s e c o n d  in b o t h  Pick 3 and 
Pick 4 and t h i r d  in Pick 6.

T h e  o t h e r  n e i g h b o r h o o d  to n o t e  is i d e n t i f i e d  as H i s p a n i c  
N e i g h b o r h o o d ,  P o o r  Families, V e r y  O l d  H o u s i n g .  T h i s  n e i g h b o r h o o d  
was i d e n t i f i e d  as being fourth in Pick 3, t h i r d  in Pick 4, and 
s e c o n d  in Pick 6.

T h u s  of the 16 p o s s i b i l i t i e s ,  on l y  2 of the n e i g h b o r h o o d s . „ 
r e p r e s e n t e d  in c o m e  levels c l a s s i f i e d  as m i d d l e - c l a s s  or above.

T h e  p u b l i c  p o l i c y  q u e s t i o n  can be p o s e d  simply: S h o u l d  a
s t a t e  s p o n s o r  a l o t t e r y  w h i c h  is c a l c u l a t e d  t o  h a v e  a 
d i s p r o p o r t i o n a t e  appeal to i n d i v i d u a l s  fr o m  t h e  lower 
s o c i o e c o n o m i c  c l a s s e s  of our society, t h e r e b y  e x t r a c t i n g  a 
d i s p r o p o r t i o n a t e  share of s t ate revenue from t h e m ?  NO 1

A L O T T E R Y  W I L L  K N O W I N G L Y  A P P E A L  
D I S P R O P O R T I O N A T E L Y  TO E T H N I C  M I N O R I T I E S

O n e  c h a r a c t e r i s t i c  of s t ate l o t t e r i e s  h a s  not a d e q u a t e l y  
been n o t e d  by the l i t e r a t u r e  w h i c h  has a n a l y z e d  t h e i r  o p e r a t i o n .  
O b j e c t i v e  s t u d i e s  w h i c h  ha v e  f o c u s e d  on the r e g r e s s i v i t y  of the 
l o t t e r i e s  ha v e  d e alt w i t h  e t h n i c  i d e n t i f i c a t i o n  less p r e c i s e l y  
than w o u l d  h a v e  been desired. H o wever, it n o w  is a p p a r e n t  that 
t here is a c l e a r  a w a r e n e s s  that s t ate l o t t e r i e s  h a v e  a d r a m a t i c  
a p p e a l  to ethnic m i n o r i t i e s  w h i c h  t r a n s c e n d s  even l o t t e r y  
regres s i v i t y .

At the t i m e  of the s tudy done for the P r e s i d e n t i a l  
C o m m i s s i o n  on the R e v i e w  of the N a t i o n a l  P o l i c y  T o w a r d  G a m b l i n g ,  
the d a i l y  n u m b e r s  or p l a y e r  s e l e c t i o n  g a m e s  h a d  not yet b e c o m e  
the s t a p l e  of the l o t t e r y  industry. W h i l e  s o m e  s t a t e s  had 
i n t r o d u c e d  them, o ther st a t e s  had not y e t  d o n e  so and i n f o r m a t i o n  
w as lacking a b out t h e i r  p a r t i c i p a t i o n .  T h e  s t u d y  i n d i c a t e d  that 
25% of the w h i t e  p o p u l a t i o n  had bo u g h t  a l o t t e r y  t i c k e t  in 1974, 
w h e r e a s  on l y  19% of n o n w h i t e s  had do n e  so. So in 1974, the 
n o n w h i t e - p o p u l a t i o n  was less a t t r a c t e d  to the l o t t e r y  than w e r e  
whites.

At this p o i n t  it s h o u l d  be n o t e d  th a t  t h e  d a i l y  n u m n b e r s  
g a m e s  had a long history, g o ing back for de c a d e s ,  in g h e t t o s  of 
the black and H i s p a n i c  c o m m u n i t i e s .  T h e Q g a m e  had a p r o f o u n d  
s o c i o l o g i c a l  impact upon t h e  com m u n i t y .  T h e r e  is little 
q u e s t i o n  that the i n t r o d u c t i o n  of a l e g a l  n u m b e r s  g a m e  had a 
p r o f o u n d  result on black and H i s p a n i c  p a r t i c i p a t i o n  in the s c ate 
lottery. A b r a h a m s o n ' s  s t u d y  reports the f o l l o w i n g  c o n c l u s i o n  
a b o u t  the C o n n e c t i c u t  d a i l y  n u m b e r s  game: " T h e  C o n n e c t i c u t  d a i l y
lott e r y  a t t r a c t s  p r e d o m i n a n t l y  black, low income, d a i l y  b e t t o r s  
w h o  c o n t i n u e  to p l a y  the illegal n u m b e r s  g a m e  at t h e  sa m e  time 
...." T h i s  was true in spite of o r i g i n a l  r e s t r i c t i o n s  a b out



th e sale of t h e s e  t i ck e ts  in lo we r s o c i o - e c o n o m i c  n e i g h b o r h o o d s ,  
w h i c h  r e s t r i c t i o n s  s u b s e q u e n t l y  w e r e  eli min a te d.

This contention is further demonstrated by the quote from 
Bower mentioned earlier: "The player selection games in the U.S.
primarily attract the low-income, minority market. The player is 
most likely to be2a nonwhite male employed as a laborer or 
service worker."

K o z a ' s  s t u d y  fu r t h e r  d e m o n s t r a t e s  the d r a m a t i c  a p p e a l  that 
s t a t e - o p e r a t e d  l o t t e r i e s  ha v e to  e t h i n i c  m i n o r i t i e s .  In P a r t  I 
of his study, he i nd ic at ed  t h a t  b l a c k s  and H i s p a n i c s  p l a y e d  the 
Pick 4 g a m e  w i t h  1.99 the f r e q u e n c y  of the a v e r a g e  p o p u l a t i o n ,  or 
a l mo s t  doubl e.  T h e  Pick 3 g a m e  a t t r a c t e d  b l a c k s  and  H i s p a n i c s  
w i t h  1.97 times.,the f r e q u e n c y  of  th e  a v e r a g e  p o p u l a t i o n ,  or 
a l mo s t  double.

O n e  M i c h i g a n  le gi sl at or ,  R e p r e s e n t a t i v e  J o e  Yo u n g ,  Jr. (D- 
Detroi t)  b e g an  raising t h e se  k i n d s  of q u e s t i o n s  in 1983. L o t t e r y  
o f f i c i a l s  had a p p a r e n t l y  v e r y  l i t t l e  data on w h o  p l a y e d  the 
lo tte ry.  A c c o r d i n g  to o f f i c i a l s  of M a r k e t  O p i n i o n  R e s e a r c h  of 
D et ro i t ,  the p r o p o r t i o n  of b l a c k s  w h o  p l a y  is h i g h e r  than  w h i t e s ,  
and  am ong  t h o s e  w h o  play, b l a c k s  p l a y  w i t h  g r e a t e r  fre qu en cy .  
"T his  sort of d a t a  is not lost on Young, w h o  is black, and wh o  
ha s c o n c e r n s  tha t M i c h i g a n ' s  lotter y,  s ub t l y  or ot h e r w i s e ,  p r e y s  
on i n n e r - c i t y  r e s i d e n t s  and is, in effect, a tax on p o o r  p e o p l e  
a n d  black p e o p l e . "  T h i s  c o n c l u s i o n  s ee m e d  to be r e i n f o r c e d  by 
s t a t i s t i c s  in di c a t i n g  that 47% of th e  M i c h i g a n  o n - l i n e  l o t t e r y  
o u t l e t s  w e r e  in the  D e t r o i t  c i t y  limits.

F u r t h e r  i nq ui ry  is n e e d e d  into thi s a p p a r e n t l y  c o n s c i o u s  
d i r e c t i o n  and  m a r k e t i n g  of the p l a y e r  s e l e c t i o n  g a m e s  to et h ni c 
m i n o r i t i e s .  T h e  i n d ic at io n is that s ta te l o t t e r i e s  k n o w i n g l y  
d e r i v e  a s i g n i f i c a n t  p e r c e n t  of t h e i r  in com e from  g a m e s  d i r e c t l y  
t a r g e t e d  to b l a c k s  and H i s p a n i c s .  As such, I b e l i e v e  s t r o n g l y  
that th is  is a form  of et hni c e x p l o i t a t i o n  tha t is at least 
i m p l i c i t l y  racist and sh ou ld  n o t  be t o l e r a t e d  in a c i v i l i z e d  
n a t i o n .

I m i g h t  not ha ve  been s e n s i t i v e  to th is  dim enr  .on of t h e  
i s su e of s t a t e - o p e r a t e d  l o t t e r i e s  ex ce pt  for a p h o ? c o n v e r s a t i o n  
w h i c h  I had w i t h  the d i r e c t o r  of one s tat e lo tte ry,  w h o m  I am not 
at l i b e r t y  to identify. As a n a t i v e  of T e x a s  and a c u rr en t  
r e s i d e n t  of T e n n e s s e e ,  I was  r e l a t i v e l y  u n f a m i l i a r  w i t h  a 
lotter y.  T h i s  in d i v i d u a l  w a s  e x p l a i n i n g  to me  the  d a i l y  n u m b e r s  
ga me. W h e n  I e x p e r i e n c e d  d i f f i c u l t y  in u n d e r s t a n d i n g  wh a t he wa s 
relat in g to me, he  r es or ted  to th e  us e of a racial slu r in o r d e r  
to c l a r i f y  the n a t u r e  of the game: "Fellow, the n u m b e r s  g a m e  is
w h a t  is c a l l e d  'Nigger pool. '"  I le a r n e d  from  that  c om m e n t  m o r e  
th a n the s i m p l e  m e c h a n i c s  of the game.

A L O T T E R Y  W I L L  NOT  R E D U C E  
I L L E G A L  G A M B L I N G  B U T  W I L L  S T I M U L A T E  IT



O n e of the ma i n a r g u m e n t s  a d v a n c e d  for the l e g a l i z a t i o n  of 
state l o t t e r i e s  is that  l e g a l i z a t i o n  w i l l  cut into ill e ga l  
g a m b l i n g  and  t h e r e b y  cut of f a m a j o r  so ur c e  of fu nds  for 
o r g a n i z e d  crime. T h i s  c o n t e n t i o n  is n o t  s u p p o r t e d  by ev ide nc e.

It is u n d e r s t a n d a b l e  that a s o c i e t y  w o u l d  be c o n c e r n e d  about 
o r g a n i z e d  crime. In 1980, F or b e s  m a g a z i n e  ran a se r ie s of 
a r t i c l e s  on o r g a n i z e d  c r i m e  that e s t i m a t e d - t h e  inc ome  of 
o r g a n i z e d  c r i m e  at $150 b i l l i o n  p e r  year. O f that amount, 
a p p r o x i m a t e l y  $22 b i l l i o n  was  p r o j e c t e d  to result from  ille ga l 
g a m b l i n g  ac ti vit y.  I nc o m e  from o r g a n i z e d  c r i m e  d e r i v e d  from 
ill e ga l g a m b l i n g  s er v e s  as seed  m o n e y  for drug traffi c.

In J a n u a r y  of 1984, an i n t e r v i e w  was  c o n d u c t e d  w i t h  Mr. Sean 
M c W e e n e y  of the FBI. He is c h i e f  of th e  o r g a n i z e d  c r i m e  se c t i o n  
of the c r i m i n a l  i n v e s t i g a t i v e  d iv is i o n .  Mr. M c W e e n e y  d e c l i n e d  
to s p e c u l a t e  on the a mo u n t  of inc ome  o r g a n i z e d  c r i m e  d e r i v e s  fr o m  
illeg al  gam bl in g,  but he did e x p r e s s  d i s a g r e e m e n t  w i t h  the idea 
that l e g a l i z a t i o n  of a form of g a m b l i n g  will  reduce the am ou n t  of 
il l ega l g a m b l i n g  and t h e r e b y  re duce o r g a n i z e d  c r i m e ' s  a s s o c i a t i o n  
w i t h  g am bl in g.

"The m a j o r  p r o b l e m  is cr ed it ,"  M c W e e n e y  said. "L eg al  
g a m b l i n g  c r e a t e s  new  g a m b l e r s  wh o  s w i t c h  over  to ille gal  g a m b l i n g  
wh e n their m o n e y  is ex h au st ed . T h e y  sw it c h  to the illegal g a m e s  
b e c a u s e  they  can get cr ed it. " A l t h o u g h  a c k n o w l e d g i n g  that he did 
not p o s s e s s  s t a t i s ti cs , he did e s t i m a t e  that o r g a n i z e d  c r i m e  
d e r i v e s  m o r e  income from its i n v o l v e m e n t  w i t h  illegal l o t t e r i e s  
than from its m o r e  p u b l i c i z e d  i n v o l v e m e n t  w i t h  c asi no s.

"Small individual bets by themselves don't seem significant. 
But millions of these small bets provide an enormous source of 

income which can then be used in other organized crime activities 
like the narcotics trade."

"T ho se wh o  go o v e r b o a r d  in t he ir  b e t t i n g  are li ke ly  to w i n d  
up g e t t i n g  inv ol ve d w i t h  loan sharks. O n l y  then, w h e n  they  are 
un ab le  to pa y  the  e x o r b i t a n t  fees, do th ey  run into the v i o l e n t  
a sp e c t  of o r g a n i z e d  cr im e ,"  said McW ee n e y.

L eg al l o t t e r i e s  are un a b l e  to c o m p e t e  e f f e c t i v e l y  w i t h  
ill ega l l o t t e r i e s  for t h re e reasons. First, t h e y  ha ve  h i g h e r  
o v e r h e a d  b e c a u s e  a p a r t  of the  t ot al w a g e r e d  g o e s  to the  state. 
Second, they m a k e  l o w e r p a y o u t s  than  th e illegal lotte ri es.
Th ir d, illegal l o t t e r i e s  do not report w i n n i n g s  to the I n t e r n a l  
Re v e n u e  Service. T h i s  a p p l i e s  to t h e w e e k l y  drawin g,  ins tan t 
games, and the d a i l y  n u m b e r s  game. It remai ns  to be seen wh a t  
ef f ec t the L o t t o  g a m e s  w i l l  h a v e  on th i s p ic tur e.

Th e c o n c l u s i o n  fr o m law e n f o r c e m e n t  s ou rc es and s tu d i e s  
s e em s to h a v e  d i s p u t e d  for a n u m b e r  of y e a r s  the idea that 
l e g a l i z a t i o n  of a form of g a m b l i n g  w i l l  h a v e  the e ff e c t  of 
re du cin g il le g al  ga mbl in g.



t

In 1974, the Fund for the Cit y of New Y o r k  a n d  the T w e n t i e t h  
C e n t u r y  Fund s p o n s o r e d  a Task F o r c e  On L e g a l i z e d  G am bl in g.  T w o  
r el eva nt  c o n c l u s i o n s  w e r e  s t a t e d  by tha t Ta s k Force: " L e g a l i z e d
g a m b l i n g  p r o b a b l y  c a n n o t  s i m u l t a n e o u s l y  se rve  th e o b j e c t i v e s  of 
bo th  m a x i m u m  g a i n s  .in r ev e n u e s  and i m p r o v e d  law e n f o r c e m e n t .  A 
p o l i c y  d e s i g n e d  s o l e l y  to m a x i m i z e  p u b l i c  r ev en ue  from g a m b l i n g  
m a y  c o n f l i c t  wi th  other p o l i c i e s  in the p u b l i c  int erest. T h e  law 
e n f o r c e m e n t  b e n e f i t s  of l e g a l i z a t i o n  are m o r e  i m p o r t a n t  than  the 
r e ve nu e p o t e n t i a l .  But even t h o u g h  l e g a l i z a t i o n  of c e r t a i n  
s p e c i f i c  g a m e s  m a y  m a k e  a n o t i c e a b l e  de n t in the v o l u m e  of 
illegal ga mb l i n g ,  l e g a l i z a t i o n  of m o s t  f o r ms  of g a m b l i n g — u n l e s s  
a c c o m p a n i e d  by g r e a t l y  i n c r e a s e d  law e n f o r c e m e n t  e f f o r t s — w i l l  
not e l i m i n a t e  ill ega l g a m b l i n g  o p e r a t i o n s . "

On e  of the forms of l e g a l i z e d  g a m b l i n g  w h i c h  th e  Ta s k F o r c e  
t h ou gh t p r o m i s i n g  was  t h e  legal n u m b e r s  game. T h i s  o p t i m i s m  
s eem s u nj us t i f i e d ,  h owe ve r. C a p t a i n  D e n n i s  D e ne en , v i c e  c o n t r o l  
c o m m a n d e r  for the C h i c a g o  p o l i c e  is q u o t e d  as saying: "Our
bi g g e s t  p r o b l e m  right n o w  is the i l l e g a l  b oo ki ng  of th e s t at e  
lo tte ry. "

T h i s  is a s i t u a t i o n  w h i c h  has be en  n o t e d  a l s o  in W a s h i n g t o n ,  
D.C. " W a s h i n g t o n ' s  i ll ega l n u m b e r s  rac ke t is b oo min g,  w i t h  
p r o f i t s  as la rge as t h e y ' v e  ev e r been, d e s p i t e  th e i n t r o d u c t i o n  
of the  D i s t r i c t ' s  first legal g a m b l i n g  last A u g u s t , "  a c c o r d i n g  to
D.C. p o l i c e  off ic ia ls . " . . . M a t c h i n g  the i ll ega l g a m e  a g a i n s t  th e 
legal l o t t e r y  'is like two g u y s  in a bo x in g ring, on e w i t h  an cr m  
ti ed  b e h i n d  his back,'" said  H o w a r d  Klein, a s s o c i a t e  p u b l i s h e r  of 
G a m i n g ^ B u s i n e s s  m a g a z i n e  in New ¥ork and an e x p e r t  on l e ga l  and 
il le ga l lo tt er i es . "We ex p e c t  t h e  il l e g a l  n u m b e r s  g a m e  to 
c o n t i n u e  to f l o u r i s h  in s p it e of an y le gal ga m e s , "  I n s p e c t o r  K r i s  
Co li gan , c h i e f  of the D.C. p o l i c e  m o r a l s  d iv is i o n ,  said. 
"O b vi ou sl y,  a l e g a l i z e d  lo t t e r y  is not  g o i n g  to s t o p  the i l l eg al  
n u m b e r s  g a m e  that we  ha ve  now," s ai d p o l i c e  c h i e f  M a u r i c e  T u r n e r ,  
ci t in g a si m i l a r  p a t t e r n  in o t h er  c i t i e s  w h e r e  l e g a l i z e d  g a m b l i n g  
has been intro duc ed .

Th e  m a t t e r  wa s m a d e  w o r s e  in W a s h i n g t o n ,  D.C. by the  use of 
p r e p r i n t e d  sl ips to be used in c o n n e c t i o n  w i t h  the l ega l n u m b e r s  
game. Bu t th ese s l i ps  ca n be us e d by  the o p e r a t o r s  of the 
i ll ega l gam es , m ak i n g  a r r e s t  an d p r o s e c u t i o n  for i l le ga l  g a m b l i n g  
a l m o s t  im pos si bl e.  "W ith  the use of o f f i c i a l  g o v e r n m e n t -  
s a n c t i o n e d  bet slips, n u m b e r s  o p e r a t o r s  w o u l d  be a b l e  to tell 
p o l i c e  that t h e i r  sl ips  w e r e  m e a n t  for use in the l ega l g a m e  ev e n  
if th ey  w e r e  inst ead  p l a n n e d  for use in the il le gal  game."

In 1978, h e a r i n g s  in F l o r i d a  by the S e n a t e  P e r m a n e n t  
S u b c o m m i t t e e  on I n v e s t i g a t i o n s  s t a t e d  the f o l l o w i n g  c o n c l u si on :  
"Thus, w h i l e  the level of i l l e g a l  l o t t e r y  a c t i v i t y  c a n n o t  be 
l a b e l e d  'wide open' it is d e f i n i t e l y  w i d e s p r e a d . "  T h e  report 
i nd ic a t e d  that one o p e r a t i o n  a l o n e  g r o s s e d  in ex ce s s  of $10 
m il li o n .  L o t t e r y  o p e r a t o r s  w e r e  d i s c o v e r e d  to ha ve  c l e a r  links 
w i t h  o r g a n i z e d  c ri me  f a m i l i e s  b o t h  in F l o r i d a  and in the  New 
Y o r k / N e w  J e r s e y  areas.'
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A s tu d y f i n an ce d by the N a t i o n a l  I n s t i t u t e  of Law 
E n f o r c e m e n t  and  C r i m i n a l  Ju st ice , the  r e s e ar ch  ar m of the LEAA, 
c o n t a i n e d  the f ol lo win g st atement: " P o l i c e  e f f o r t s  a g a i n s t
g a m b l i n g  c o u l d  not be reduced, even w i t h  l e g a l i z a t i o n ,  b e c a u s e  
t h e r e  is no e v i d e n c e  that l e g a l i z e d  w a g e r i n g  d e c r e a s e s  ill ega l 
g a m b l i n g . . . . "  "Ma jor  s y s t e m w i d e  g a m b l i n g - r e l a t e d  c o r r u p t i o n  
s c a n d a l s  in the recent pa s t h a v e  be en  m o r e  li k el y to o c c ur  in 
c i t i e s  w h e r e  o r g a n i z e d . c r i m e  was  t h o u g h t  to be d i r e c t l y  i n v o l v e d  
in il le gal  gam bl in g. "

S e n a t o r  S t r o m  T h u r m o n d ' s  J u d i c i a r y  C o m m i t t e e  took t e s t i m o n y  
f ro m Lt. C o l o n e l  Ju s t i n  J. Di nti no , c o m m a n d e r  of th e  I n t e l l i g e n c e  
D i v i s i o n  of the  N e w J e r s e y  S ta te  P o li ce . Mr. D i n t i n o  is a m e m b e r  
of the  P r e s i d e n t i a l  C o m m i s s i o n  on O r g a n i z e d  Crime. T h e  f o l l o w i n g  
e x c e r p t  is in structive:

Sen. Th ur mo nd : "In ot her  words, y o u ' r e  s ay i n g  that  w h e n  yo u
l e g a l i z e  g a m b l i n g  it has i n c r e a s e d  o t h e r  g a m b l i n g ,  is that 
right?"

P i D ti Do : "Yes, in other words, w h e n  y o u  i n t r o d u c e  g a m b l i n g  to an
ar ea  w h e r e  they  n e v e r  had  g a m b l i n g  b e f or e,  y o u  no w  d e v e l o p  a
w h o l e  n e w  g r o u p  of i n d i v i d u a l s  w h o  s t a r t  to g am bl e.  Now, as a
resuit of that, th ey  m a y  i n i t i a l l y  s t ar t out w i t h  l e g al  g a m b l i n g ,
but s om e  of t ho se  p e o p l e  w i l l  turn  to th e il le ga l g a m b l i n g  
b e c a u s e  m a y b e  it off er s t h e m  h i g h e r  p a y m e n t s  and t h e r e  are  n o  tax 
p a y m e n t s  that ha v e to be made.

Mr. A u s t i n  Mc Gui gan , C h ie f  S t a t e ' s  A t t o r n e y ,  S t a t e  of 
C o n n e c t i c u t ,  has  s u c c e s s f u l l y  p r o s e c u t e d  the  o p e r a t o r s  of the 
l o t t e r y  on tw o s e p a r a t e  occ as io ns . H e  s u g g e s t e d  that, upon 
l e g a l i z a t i o n  of gam bl ing , in clu di ng  t he  lotter y,  ra th er  than  
p r e t e n d i n g  to r eg ul ate  th e ac tiv ity , t h e s t a t e  p o s t  a sign w h i c h  
says  s o m e t h i n g  like  the fo llowing: " Th e s t a te  do e s not g u a r a n t e e
the h o n e s t y  or i n te gr it y of thi s ga me. "

Mr. M c G u i g a n ' s  c o m m e n t s  seem a p p r o p r i a t e .  A  s u f f i c i e n t  
n u m b e r  of i n s t a n c e s  of c o r r u p t i o n  h a v e  o c c u r r e d  to i n d i c a t e  that 
s t a t e - o p e r a t e d  l o t t e r i e s  in dee d are no t  free of c o r r u p t i o n .
A m p l e  e v i d e n c e  ex i st s to i n d ic at e the p r o l i f e r a t i o n  of ill ega l  
g a m b l i n g  u n d e r  the u mb re l l a  c r e a t e d  by a s t a t e - o p e r a t e d  lottery.

E s t a b l i s h m e n t  of l o t t e r i e s  do es  not c a r r y  w i t h  it s u f f i c i e n t  
f un d i n g  for the  law e n f o r c e m e n t  n e c e s s a r y  to g u a r a n t e e  the 
h o n e s t y  of the g a m e  and to c o n t r o l  t h e  g r o w t h  of i l l e g a l  g a m b l i n g  
w h i c h  t a k e s  p l a c e  w i t h i n  the s t a te  e n v i r o n m e n t .

O n e  i l l u s t r a t i o n  of th is  is a re por t p r e p a r e d  by G r e g o r y  H. 
Smith, A t t o r n e y  G e n e r a l  of the Stat ' of Ne w  H a m p s h i r e .  T h e  
rep or t r e ga r di ng  B a l l y  M an uf act ur'  'orporation w a s  p r e p a r e d  in 
r e s po ns e to the p r o s p e c t  of the of N e w  H a m p s h i r e  e n t e r i n g  a
c o n t r a c t  wi th  S c i e n t i f i c  oames, ) , a w h o l l y - o w n e d  s u b s i d i a r y
of Bally, in c o n n e c t i o n  w i t h  the New  H a m p s h i r e  lottery. Mr.



S m i t h  r e c o m m e n d e d  a g a i n s t  do in g b u s i n e s s  w i t h  S c i e n t i f i c  G a m e s  
b e c a u s e  of hi s  re vie w of B a l l y ' s  record. Hi s report wa s 
e v e n t u a l l y  i g n o r e d  by the C o m m i s s i o n e r s  of  th e S w e e p s t a k e s  
C o m m i s s i o n ,  w h o  c o n t r a c t e d  w i t h  S c i e n t i f i c  G a m e s , o v e r  the 
o p p o s i t i o n  of t he  A t t o r n e y  G e n e r a l  of th e state.

It has long bee n r e c o g n i z e d  that  th e two  go a l s ,  m a x i m i z a t i o n  
of r e v e n u e  a n d c r i m e  c o n t ro l,  ar e  not c o m p a t i b l e .  T h e r e  is no 
do ub t th a t th e s t a t e - o p e r a t e d  l o t t e r i e s  c o m e  d o w n  s t r o n g l y  on th e 
side  of m a x i m i z a t i o n  of r e v e nu e s and th at  c r i m e  c o n t r o l  is 
s o m e t h i n g  w h i c h  b e c o m e s  n e g l e c t e d .

S h o u l d  a s t a t e  e s t a b l i s h  a l o t t e r y  w h e n  t h e  i ne v i t a b l e  
p r o b l e m  of c o n t r o l l i n g  i l le ga l g a m b l i n g  is r e n d e r e d  ev e n  m o r e  
d i f f i c u l t ?  NO!

A  L O T T E R Y  W I L L  C O N T R I B U T E  T O  
G R O W T H  IN T H E  N U M B E R  O F  P R O B L E M  G A M B L E R S

In 1981, the A m e r i c a n  P s y c h i a t r i c  A s s o c i a t i o n  c l a s s i f i e d  
c o m p u l s i v e  g a m b l i n g  as a m e n t a l  d i s o r d e r .  Thus, c o m p u l s i v e  
g a m b l i n g  is r e c o g n i z e d  as a d i sea se,  an illne ss,  in the same ve in  
as drug a d d i c t i o n  or a l c o h o l i s m .  E s t i m a t e s  v a r y  as to the n u m b e r  
of c o m - p u l s i v e  g a m b l e r s  in th e n a ti on , just as e s t i m a t e s  va ry  
a b o u t  th e n u m b e r  of dru g a d d i c t s  in the  n at io n.  Most  e s t i m a t e s  
s u g g e s t  th e  n u m b e r  is ab out  8 m i l l i o n .  T h i s  m e a n s  that t h e r e  are 
a b ou t 8 m i l l i o n  p e r s o n s  in our n a t i o n  w h o  are  u n a b l e  to c o n t r o l  
t h e i r  ur g e to gambl e.

T h e  i n t r o d u c t i o n  of a s t a t e  l o t t e r y  p l a c e s  the state in a 
p a r a d o x i c a l  role in r e l at io n to t h e s e  i n d i v i d u a l s .  If we are  to 
t a k e  s e r i o u s l y  the m a n d a t e  to " p r o m o t e  the g e n e r a l  w el fa r e, " our 
n a t i o n  and  our s t a t e s  m u s t  p r o v i d e  m e d i c a l  a t t e n t i o n  for t h e se  
i n d i v i d u a l s  just as we  seek to do for the  drug  addic t. Yet  th e 
i n t r o d u c t i o n  of a s t a t e - o p e r a t e d  l o t t e r y  w o u l d  p u t  the st ate  in 
the p o s i t i o n  of b ein g the  h u c k s t e r  that p r o m o t e s  the very  
a c t i v i t y  w h i c h  is d e t r i m e n t a l  to the h e a l t h  of the  in div id ual .
T h e c o n s t a n t  p r o m o t i o n s  on t e l e v i s i o n ,  th e d a i l y  a n n o u n c e m e n t  of 
the w i n n e r s ,  t h e  c o n d u c t  of an a c t i v i t y  w h i c h  is g l o r i f i e d  by 
n e w s p a p e r s  and t e l e v i s i o n  r e p o r t i n g — all of t h i s  c a r r i e s  w i t h  it 
th e  i m p r i m a t u r  of the state, l e g i t i m a t i z i n g  the  a c t i v i t y  w h i c h  
for s o m e  w i l l  g r o w  b e y o n d  th eir a b i l i t y  to co nt ro l.

A few s a m p l e s  of i n f o r m a t i o n  m a y  d r a m a t i z e  s l i g h t l y  the 
s e r i o u s n e s s  of the p r o b le m.  Ma ny  of us n o t e d  w i t h  s ad ne ss  t h e  
p l i g h t  of the 1 9 - y e a r  o l d  bo y  w h o  w a g e r e d  $6 , 0 0 0  on a lott er y 
d r a w i n g  an d a t t e m p t e d  s u i c i d e  a f t e r  lo si ng  rat he r tha n have a 
c o n f r o n t a t i o n  w i t h  his f a t h e r  o ve r the s q u a n d e r i n g  of his 
s a v in gs .

A l t h o u g h  t h i s  e x a m p l e  is extre me,  o t h e r  k i n d s  of p e r s o n a l  
t r a g e d y  ar e a l m o s t  as seve re,  a l t h o u g h  no t as w i d e l y  p u b l i c i z e d .
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P e r h a p s  the  m o s t  draniatic g r o w t h  in c o m p u l s i v e  g a m b l i n g  has 
been a mo ng  w o m e n .  Ea r l i e r  s t u d i e s  ha d i d e n t i f i e d  the p r o b l e m  as 
e s s e n t i a l l y  a m a n ' s  p r o b l e m .  But A r n i e  W ex ler , v i c e  p r e s i d e n t  of 
the N a t i o n a l  C o u n c i l  on C o m p u l s i v e  Ga mb l i n g ,  has s t a t e d  that 
a b ou t 25% of the c o m p u l s i v e  g a m b l e r s  a r e  no w  wom en . 3

In 1977, N e w  Y or k  City  p o l i c e  c h a p l a i n  Msgr. J o s e p h  D u nn e 
e s t i m a t e d  th at  p e r h a p s  1,500 of the 25,000 Ne w  Y o r k  Cit y 
p o l i c e m e n  m i g h t  h a v e  a g a m b l i n g  p r o b l e m  that w o u l d  require 
p r o f e s s i o n a l  c o u n s e l i n g  to he l p ov er co me . G e r a l d  T. F ul ch er  of 
the  D e l a w a r e  C o u n c i l  on G a m b l i n g  P r o b l e m s  s ta t e s  that 86% of 
c o m p u l s i v e  g a m b l e r s  ha v e c o m m i t t e d  f el o n y  c r i m e s  w h i l e  p u r s ui ng  
t h e i r  a d d i c t i o n .  A  s t ud y s e r i o u s l y  n e e d e d  is one w h i c h  w o u l d  
seek to i d e n t i f y  the  am o u n t  of m o n e y  lost t h r o u g h  the c om m i s s i o n  
of t h e s e  c r i m e s  by c o m p u l s i v e  g a m b l e r s .  T h e  a m o u n t  w o u l d  s ta gg er  
the i m a g i n a t i o n  a n d  w o u l d  serve as an a n t i d o t e  for m y o p i c  
p r o j e c t i o n s  a b ou t th e g o o d  that l e g a l i z e d  g a m b l i n g  does  for a 
s t a t e ' s  e c o no my . F u l c h e r  ci tes  e s t i m a t e s  fro m the A m e r i c a n  
i n s u r a n c e  i n d u s t r y  w h i c h  i n d i c a t e  that a bou t 40% of "w hit e c o l l a r  
cri me " is c o m m i t t e d  by c o m p u l s i v e  g a m - b l e r s .  In a d di ti on , he 
c i t e s  s t u d i e s  th a t a l m o s t  20% of w i f e  a b us e c a s e s  i nv olv e 
d o m e s t i c  t e n s i o n  r es ul ti n g from c o m p u l s i v e  g a m b l i n g .

Mr. T h o m a s  J. O ' B ri en , d i r e c t o r  of the New  J e r s e y  Di vi s io n  
of G am i n g  E n f o r c e m e n t  assert s, " W e ' r e  c r e a t i n g  a w h o l e  g e n e r a t i o n  
of g a m b l e r s  in this  c ou ntr y.  T h e  p e r s o n  w i t h  a c c e s s  to funds 
w i l l  be i n c r e a s i n g l y  s u s c e p t i b l e  to c o m m i t t i n g  c r i m e s  such as 
e m b e z z l e m e n t ."

P e r h a p s  the  b i g g e s t  tirnebomb is th e p r o b l e m  of c o m p u l s i v e  
g a m b l i n g  a mo ng  te e n a g e r s .  An a d d r e s s  at a t h o r o u g h b r e d  racing 
m e e t i n g  c o n t a i n e d  the f ol lo wi ng  wa rn in g:  " S o m e o n e  on th e lott er y
c o m m i s s i o n  a l s o  w a n t s  to put lo t t e r y  t i c k e t s  in slot ma ch ine s,  
w h e r e  you can go right into any pl ace , p r e s s  a button, put your  
m o n e y  in, an d get  y o u r  ticket. It is al so  g o i n g  to be av ai l a b l e  
to h i g h  sc ho o l  s tu d ent s. T h e i r  l un ch  m o n e y  is g o i n g  t p ggo in 
t h e r e  like it has g o n e  into all of  t ho se  v i d e o  g am es. "

O n e  w a y  to d e a l  s u b s t a n t i v e l y  w i t h  the issue of c o m p u l s i v e  
g a m b l i n g  is to n o t e  se v e r a l  s t ud ie s a n d  a r t i c l e s  d e a l i n g  wi t h  
c o m p u l s i v e  g a m b l i n g  in New  J er se y.

A  1979 s t u d y  w a s  c o n d u c t e d  by Mr. R i c k e y  G r e e n e  of the New 
J e r s e y  D e p a r t m e n t  of Health, Al coh ol , N a r c o t i c  and Drug  A b u s e  
Unit. I s i m p l y  n o t e  some  of the h i g h l i g h t s  of his study:

o I n d i v i d u a l s  w h o  are p r o b a b l e  c o m p u l s i v e  g a m b l e r s  are five
t i m e s  as li k e l y  to have been m a r r i e d  t hre e or mo r e 
t i m e s  t ha n t he  p o p u l a t i o n  in gen er al , 

o T h e  a v e r a g e  c o m p u l s i v e  g a m b l e r  a f f e c t s  four  to ten other
i n d i v i d u a l s .

o O n e  s t u d y  i n d i c a t e s  that t h e r e  ar e as m a n y  w o m e n  c o m p u l s i v e  
g a m b l e r s  as t her e are men.



o S t u d i e s  i n d i c a t e  that in ex ce ss  of 90% of c o m p u l s i v e  
g a m b l e r s  b e g a n  g a m b l i n g  p r i o r  to age  21.

o L o t t e r y  t i c k e t s  ar e  h i g h l y  a c c e s s i b l e  to c h i l d r e n  s i n c e  they
ar e s o l d  in l o c a t i o n s  w h i c h  ar e r e ad i ly  av ai l a b l e ,  such 
as c a n d y  stor es,  s u p e r m a r k e t s ,  and n e w s  stands.

In 1901, c o m m i t t e e  h e a r i n g s  w e r e  h e l d  on the su b j e c t  of 
c o m p u l s i v e  g a m b l i n g  by th e A s s e m b l y  I n s t i t u t i o n s ,  H e a l t h  and 
W e l f a r e  C o m m i t t e e  of the  Ne w J e r s e y  L e g i s l a t u r e .  O n e  of th os e 
t e s t i f y i n g  w a s  Mr. R o b e r t  Klein, a s p e c i a l i s t  c o u n s e l o r  at the 
A t l a n t i c  Ci ty  H i g h  School, w o r k i n g  w i t h  p r o b l e m s  of a d d i c t i o n  
such as c o m p u l s i v e  g a m b l i n g .  He had  c o n d u c t e d  a s u r v e y  among 
A t l a n t i c  City  H i g h  S c h o o l  s t u de n ts  re ga r d i n g  t h e i r  g a m b l i n g  
b e h a v i o r .  He  n o t e d  the fo ll ow in g  results:

o 72% of the s t u d e n t s  g a m b l e d  in th e  c a s i n o s  in N e w  Jers ey,
o 69% s t a r t e d  g a m b l i n g  at the  age of 16.
o 6% s t a r t e d  g a m b l i n g  at the ages of 10-12.
o 9% s t a r t e d  g a m b l i n g  b e f o r e  the a g e of 10.
o 6% s h o p l i f t  to ge t  m o n e y  to gamb le.
o 3% sold d r u g s  to get m o n e y  to g a m b l e .

,If 72% of th e  s t u d e n t s  h av e g a m b l e d  at one t i m e  or anothe r,  
or w i t h  some  f r eq ue nc y , in casinos, w i t h  all of th e a t t e m p t s  at 
r e g u l a t i o n  and co nt ro l,  how can we s e r i o u s l y  c o n t e n d  that lo tt ery  
s a le s can be c o n d u c t e d  so as to a s s u r e  that c h i l d r e n  do no t tak e 
a d v a n t a g e  of the g r e a t e r  a v a i l a b i l i t y  of l ot t e r y  t i c k e t s ?  We 
c a n 11 .

O n e  last s t a t e m e n t  from New J e r s e y  s e e m s  a p p r o p r i a t e .  Mr. 
W a l t e r  Read, C h a i r m a n  of th e New J e r s e y  C a s i n o  C o n t r o l  C o m m i s s i o n  
m a d e  the fo ll o w i n g  sta te m en ts :

" F i f t e e n  y e a r s  ag o there we re  no w o m e n  and  n o t e e n a g e r s  in 
G a m b l e r s  A n o n y m o u s .  T o d a y  t her e are 20 p e r c e n t  t e e n a g e r s  and  20 
p e r c e n t  wo men . A c o m m o n  p r o f i l e  of a c o m p u l s i v e  g a m b l e r  t od ay  
w o u l d  be s o m e o n e  un de r 30 y e ar s of a g e  and $8 5 , 0 0 0  in debt."

T h e  l ot t er y i n d u s t r y  insists that its p r o d u c t  is not a m a j o r  
c o n t r i b u t o r  to the p r o b l e m  of c o m p u l s i v e  g a m b l i n g .  It s h o u l d  be 
noted, how e ve r,  that  n e i t h e r  the c a s i n o  i n d u s t r y  nor  th e p a r i­
mu t u e l  i n d u s t r y  r e ga rd s its pr o d u c t  as the  p r i m a r y  c a u s e  of 
g r o w t h  in c o m p u l s i v e  g a m b l i n g  either.

A t t e m p t i n g  to s e p e r a t e  the l o t t e r y  i n d u s t r y  from the p r o b l e m  
of c o m p u l s i v e  g a m b l i n g  is in co n s i s t e n t  w i t h  the  w a y  in w h i c h  the 
l o t t e r y  in du s t r y  v i e w s  it sel f and in tu rn  is v i e w e d  by o th er  
p a rt s of the g a m b l i n g  industry.

In an e d i t o r i a l  e x p l a i n i n g  why  th e p a r i - m u t u e l  i n d u s tr y 
s h o u l d  not look at the l ot te ry  as an o p p o n e n t ,  Ir v in g B a b s o n  m a d e  
the f o l l o w i n g  st at em ent : "O ver the p a s t  five  y e a r s  we  ha v e t a k en
the p o s i t i o n  r e p e a t e d l y  that, rather than  ta ke  a w a y  pl aye rs ,

- 1 2 -



lo11 e rj. es_ c re a t e_ r is k_ takers-i]i_ thp_ mo st_ co s t r e f feet ive^ 
e f f i c i e n t _ m a p p e r _ p p s s i b l e . "  (Emphasis added.)

Such an o u tl oo k is p e r f e c t l y  c o n s i s t e n t  w i t h  the a t t i t u d e  
e x p r e s s e d  by one r e p r e s e n t a t i v e  of the c a s i n o  i n d u s t r y  at the 
recent C o n f e r e n c e  on G a m b l i n g  and Risk T a k i n g  h e l d  in D e c e m b e r  in 
A t l a n t i c  City. In a d i s c u s s i o n  of the l o t t e r y  industry, Mr. Vern  
Kite, D i r e c t o r  of P l a n n i n g  and Ec on om ic  Research, H a r r a h ' s  East, 
m a d e  the f o l l o w i n g  s ta tem en t: "L o t t e r i e s  ar e a w a y  to e d u c a t e
p e o p l e  ab ou t a w a y  of e n t e r t a i n m e n t .  T h e y  ca n le arn  a b ou t it at 
home. T h e n  th ey  w i l l  look to A t l a n t i c  Ci ty  as a d e s t i n a t i o n  for 
our type  of e n t e r t a i n m e n t . "

T h e s e  v i e w p o i n t s  re co g n i z e  that a s t a t e - o p e r a t e d  l o t t e r y  
m o r e  w i d e l y  d i s t r i b u t e s  p o i n t s  of c on ta ct  b e t w e e n  the g a m b l i n g  
i n d us tr y an d  p o t e n t i a l  cl ien ts . By g oi ng  into th e b u s i n e s s  and 
r e s i d e n t i a l  c o m m u n i t i e s ,  g a m b l i n g  is m a d e  m o r e  re sp ec ta bl e,  
e s p e c i a l l y  s i n c e  it c a r r i e s  w i t h  it the i m p r i m a t u r  of the state.

T h e  s t u d y  of g a m b l i n g  in New J e r s e y  c o n d u c t e d  by K o z a  is 
a l s o  i n f o r m a t i v e  at this poi nt.  By using his f ig u re s on the  
p e r c e n t  of Ne w J e r s e y  a d u l t s  w ho  are r eg ula r p l a y e r s ,  it w a s  
p o s s i b l e  to m a k e  some e s t i m a t e s  on the a m o u n t  of m o n e y  w a g e r e d  by 
the "r egu la r" p l a y e r s  of the d i f f e r e n t  lo t t e r y  games:

o I n s t a n t  game. T h e  p e r  c ap i t a  e x p e n d i t u r e  w a s  $12, and the
f i g u r e  for the  16% w h o pl ay e d  t w i c e  m o n t h l y  or m o r e  
o ft en wa s $63.15. 

o W e e k l y  g a m e  (Pick 4). T h e per ca pi ta  e x p e n d i t u r e  wa s  $18-
19, and the fi gur e for the 14% w h o  p l a y e d  t w i c e  m o n t h l y  
or m o r e  of ten  w a s  $126. 

o L o t t o  g a m e  (Pick 6). Th e per c ap i t a  e x p e n d i t u r e  w a s $26-27,
an d th e f ig u r e  for the 22% w h o  p l a y e d  t w i c e  m o n t h l y  or 
m o r e  w a s  $110.

o D a i l y  g a m e  (Pick 3). T h e  per ca p i t a  e x p e n d i t u r e  was  $73-74,
a n d  the f i g u r e  for the 13.1% w h o  p l a y e d  w e e k l y  wa s  
$505 . Tfce_ fig u r e ^ f o  r_t]ie_4J 7S_pf_ t]ie_ ad ult  s_iy]ip_p2ayed 
d a i l y _ w a s _ $ 2 9 1 .

T h e s e  f i gu re s c l e a r l y  d e m o n s t r a t e  that  the  l o t t e r y  has the  kind  
of a t t r a c t i o n  that  can b e c o m e  addic tin g.  T h i s  is e s p e c i a l l y  t r u e  
for the d a il y game, w h i c h  p r o v i d e s  both the i m m e d i a t e  
g r a t i f i c a t i o n  and a s u f f i c i e n t l y  large p r i z e  to p r o v i d e  the 
"action" desir ed.

T h e r e  is no d ou bt  that th e p r o b l e m  of c o m p u l s i v e  and p r o b l e m  
g a m b l i n g  is i n c r e a s i n g  d r a m a t i c a l l y .  T h e  P r e s i d e n t i a l  C o m m i s s i o n  
Re po rt is w o r t h  r e m e m b e r i n g  in this regard: "The C o m m i s s i o n ' s
r e sea rc h has sh ow n th at  the a v a i l a b i l i t y  of le gal  g a m b l i n g  
cr e a t e s  ne w  g a m b l e r s .  A g o v e r n m e n t  that w i s h e s  m e r e l y  to 
l e g i t i m a t i z e  e x i s t i n g  i ll eg al  w a g e r i n g  m u s t  r e c o g n i z e  the c l e a r  
d an g e r  that l e g a l i z a t i o n  m ay  lead to u n e x p e c t e d  and u n g o v e r n a b l e  
i nc re as es  .in the size of th e g a m b l i n g  c l i e n te le ."



O t h e r  re le va nt  q u o t e s  are  a l s o  no te wo rt hy : "By d i r e c t l y
e n g a g i n g  in the p r o m o t i o n  of a g a m b l i n g  b us in es s,  a S t at e ta kes 
on the r e s p o n s i b i l t y  of i ns ur ing  that the e n t e r p r i s e  is c o n d u c t e d  
in the best  i n t e r e s t s  of the pe op le . Indeed, the S t a t e  as 
lo t t e r y  e n t r e p r e n e u r  has a s p e c i a l  f id uc ia ry  r e s p o n s i b i l i t y  to 
its c it i z e n s ;  s i n c e  the  p r e s u m p t i o n  exists that the S t at e is 
ac t in g on b e h a l f  of th e p e op le , it has an o b l i g a t i o n  to in f o r m  
them  of its i n t e n t i o n s  to p r o f i t  from the p a r t i c i p a t i o n .  
A c c o r d i n g l y ,  the S t a t e  m u s t  t a k e  c a r e  to i n f o r m  the p u b l i c  fu lly  
as to the odd s and c h a r a c t e r  of the g am es b e i ng  of fer ed , an d  to 
a v o i d  any  m i s l e a d i n g  p r a c t i c e s  in its a d v e r t i s e m e n t s  and 
p r o m o t i o n a l  a c t i v i t i e s . . . .  T h e  sta tes  s h o u l d  c o n s c i e n t i o u s l y  
d i s s e m i n a t e  i n f o r m a t i o n  a b o u t  the  p r o b a b i l i t i e s  i n v o l v e d  in 
w i n n i n g  a prize, and s h o u l d  s c r u p u l o u s l y  limit t h e i r  lo t t e r y  
a d v e r t i s e m e n t s  to  t h o s e  i nf or mi ng  the p u b l i c  of the e x i s t e n c e  and 
n a t u r e  of the  g a m e s  off er ed , rather than a c t i v e l y  e n c o u r a g i n g  
t h e m  to p a r t i c i p a t e . "

T h e  R ep o r t  c o n t i n u e s :  "In this contex t,  the S ta t e s  have  the
r e s p o n s i b i l i t y  to p o l i c e  t he m s e l v e s .  S h o u l d  they fail in this  
r es po ns i b i l i t y ,  C o n g r e s s  s h o u l d  c o n s i d e r  g i v i n g  the  F e d e r a l  T r a d e  
C o m m i s s i o n  the  e x p l i c i t  a u t h o r i t y  to set an d e n f o r c e  c o m p u l s o r y  
g u i d e l i n e s ."

At the p r e s s  c o n f e r e n c e  c o n n e c t e d  w i t h  the ja ck pot  in 
Ill inois, w h i c h  p r o d u c e d  a $40 m i l l i o n  jackpot, one of th ose  
a t t e n d i n g  w a s  G o v e r n o r  J i m  T h o m p s o n  who  ha d p u b l i c l y  p u r c h a s e d  
t i c k e t s  for the jackpo t.  G o v e r n o r  T h o m p s o n  is q u o t e d  as saying: 
"I think i t 's _ t e r r i f i c . T h e r e  are no lo s er s  in the I l l i n o i s  
L o t t e r y . . . . "  How  far is t h i s ' q u o t e  from b e in g e x a c t l y  the ki nd  
of s t at e a ct i o n  a b out  w h i c h  the  P r e s i d e n t i a l  C o m m i s s i o n  Re por t 
was  w a r n i n g ?

It is c l e a r  that no o t he r form of l e g a l i z e d  g a m b l i n g  wil l  
br ing the a c t i v i t y  m o r e  v i s i b l y  into the c o m m u n i t y .  T h o s e  who 
c h o o s e  to u t i l i z e  the s e r v i c e s  of a ca si no  or a rac et r ac k ha v e to 
tr ave l to tha t f a c i l i t y  to e n g a g e  in g am b l i n g .  T h i s  is not  so 
wi th  the lottery. B e c a u s e  of its g r e a t e r  a v a i l a b i l i t y ,  it has 
m u c h  g r e a t e r  p o t e n t i a l  for do in g e xa ctl y w h a t  the P r e s i d e n t i a l  
C o m m i s s i o n  w a r n e d  again st:  e n c o u r a g i n g  p e o p l e  to g a m b l e  rather
than s i m p l y  a l l o w i n g  t h o s e  to g a m b l e  wh o m i g h t  c h o o s e  to do so. 
Th e l o t t e r y  g o e s  into the  c o m m u n i t y  wi th  its o ut le ts.  It g o e s  on 
t e l e v i s i o n  an d a d v e r t i s e s  u n d e r  the ba n ne r of the s t a t e ' s  name. 
On e has to look long an d h a r d  for in f o r m a t i o n  about ho w p o o r  the 
c h a n c e s  of w i n n i n g  are.

S ho u l d  a s ta t e e s t a b l i s h  a lottery w h i c h  w i l l  i n c re as e the 
n u m b e r  of c o m p u l s i v e  an d p r o b l e m  g a m b l e r s  in our s o c i e t y ?  NO!

C O N C L U S I O N

S e ve ra l q u o t e s  a r e  e s p e c i a l l y  relevant to e x p r e s s  
opp osi ti on , and that of m a n y  i n d i v i d u a l s  and o r g a n i z a t i o n s ,
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regard ing this l e g i s l a t i o n .  A  q u o t e  of Harry Reid, then c h a i r m a n  
of the Nevada G a m i n g  C o n t r o l  C o m m i s s i o n  and now  U.S. 
R e p r e s e n t a t i v e ,  s e em s relevant: "I'd be a fool t o  say g a m b l i n g
has not  been g o o d  for the s t a t e , . . . b u t  any s t a te  tr yi ng  to f o l l o w  
N e v a d a ' s  lead w i l l . f i n d  th a t s o c i a l  co sts  far o u t w e i g h  any 
e c o n o m i c  be ne f i t . "

Li k e wi se  re c e n t  c o m m e n t s  from  tw o i n d i v i d u a l s  c o n n e c t e d  
w i t h  th e P r e s i d e n t i a l  C o m m i s s i o n  ar e  relevant.

Mr. J a m es  R i t ch ie , f o r m e r l y  E x e c u t i v e  D i r e c t o r  of the 
Co mm iss ion , is q u o t e d  at th e F o u r t h  An n ua l G a m i n g  C o n f e r e n c e  and 
I n t e r n a t i o n a l  G a m i n g  C o n g r e s s  in 1982 as follows: "T he re  is no
q u e s t i o n  that g a m i n g  is r e g r e s s i v e  in terms of r a i s i n g  revenue.
It is i n e f f i c i e n t  c o m p a r e d  w i t h  a br o a d - b a s e d  t a x . "  "The th eo r y  
that we  d e v e l o p e d  at the U.S. C o m m i s s i o n  on G a m b l i n g  is that, 
from the  s t a n d p o i n t  of e c o n o m i c s ,  legal gaming n o t  o nl y  feeds on 
its e lf  and is i t s g own e c o n o m i c  s ti mu l us , but it a l s o  s t i m u l a t e s  
il l ega l gaming."

Mr. Ch a r l e s  H. Morin, c h a i r m a n  of the C o m m i s s i o n ,  in 1983, 
t ol d the Fifth A n n u a l  G am i n g  C o n f e re nc e :

"The c o n c l u s i o n  was  that w h e r e  gambl ing  is leg al,  it did 
i n c r ea se  the i n c i d e n c e  of i ll eg al  g a mi n g.

"Does l e g a l i z e d  g a m i n g  o f f e r  a m a j o r  so urce o f g o v e r n m e n t  
f u n d i n g ?  We c o n c l u d e d  that it is no t s i g n i fi c an t in rel at io n to 
the bud get  in a l m o s t  any state. I think we w o u l d  c o n c l u d e  the 
sam e today."

"Is t a x a t i o n  of g a m i n g  p a r t i c u l a r l y  r e g r e s s i v e ?  We fo und 
that it is, p r i m a r i l y  b e c a u s e  the s u r v e y  showed t h a t  mo st  g am i n g  
was  do ne  by the l o w e r  and lov.’e r - m i d d l e  classes a n d  that  the 
t a x a t i o n  of t h o s e  p r o c e e d s ,  if any, w a s  r eg r e s s i v e  in natur e."

"Would l e g a l i z a t i o n  of g a m i n g  lead to a s u b s t a n t i a l  in cr ea se  
in the number of  c o m p u l s i v e  g a m b l e r s ?  Accord ing  t o the  e v i d e n c e  
p r e s e n t e d  in t h e  survey, th e a n s w e r  wa s a re s o u n d i n g  yes."

T h e  f o r e g o i n g  d e m o n s t r a t e s  the factual i n f o r m a t i o n  upon 
w h i c h  op p o s i t i o n  is based. W h e n  the facts are c l e a r l y  viewe d,  
the ki nd  of a s s e s s m e n t  upon w h i c h  p u b l i c  policy s h o u l d  be b a s e d  
w e i g h s  hea vil y a g a i n s t  the s t a t e - o p e r a t e d  lo tt eri es , and that 
r e l i a n c e  upon t h e m  c o n s t i t u t e s  an a b d i c a t i o n  of t h e  l e g i t i m a t e  
role of the s t a t e  in " p r o m o t i n g  the g e ne r al  w e l f a r e . "
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C O L O R A D O  - P a r k s  & R e c r e a t i o n

DI ST . of C O L U M B I A  - G e n e r a l  F u n d

D E L A W A R E  - G e n e r a l  F u n d

I L L I N O I S  - P u b l i c  E d u c a t i o n

I O W A  - E c o n o m i c  D e v e l o p m e n t

M A I N E  - G e n e r a l  F u n d

M A R Y L A N D  - G e n e r a l  F u n d

MASSACHUSETTS -  M u n i c i p a l  R e v e n u e  S h a r i n g

M I C H I G A N  - P u b l i c  E d u c a t i o n

M I S S O U R I  - G e n e r a l  F u n d

N E W  H A M P S H I R E  - P u b l i c  E d u c a t i o n

N E W  J E R S E Y  - P u b l i c  E d u c a t i o n  (min. of 30%  of g r o s s  sales; 
r e m a i n d e r  of n e t  i n c o m e  to G e n e r a l  Fund)

N E W  Y O R K  - P u b l i c  E d u c a t i o n

O R E G O N  - E c o n o m i c  D e v e l o p m e n t

P E N N S Y L V A N I A  - S e n i o r  C i t i z e n  B e n e f i t s

R H O D E  I S L A N D  - G e n e r a l  F u n d

V E R M O N T  - G e n e r a l  F u n d

W A S H I N G T O N  - G e n e r a l  F u n d  (p ub l ic  s c h o o l s ,  46%; h i g h e r  ed., 15%; 
h u m a n  r e s o u r c e s ,  27%; p a r k s  & r e c r e a t i o n  an d  M i s c e l l . ,  12%)

W E S T  V I R G I N I A  - G e n e r a l  F u n d



HOW DOES OPERATION OF A STATE LOTTERY AFFECT OTHER CHARITABLE GAMING?

W a s h i n g t o n  s t a t e  is s i m i l a r  to A l a s k a  in th at  t h e y  h a v e  m a n y  r u r a l  
c o m m u n i t i e s  w i t h  a s u b s t a n t i a l  n u m b e r  of m i n o r i t y  r e s i d e n t s .

W a s h i n g t o n  a l s o  l i c e n s e s  c h a r i t a b l e  o r g a n i z a t i o n s  to o p e r a t e  g a m e s  of s k i l l  
an d c h a n c e  s i m i l a r  to A l a s k a .

A c c o r d i n g  to M a r y  Fa u l k ,  p a s t  D i r e c t o r  of the W a s h i n g t o n  S t a t e  L o c t e r y  an d 
c u r r e n t  C o m m i s s i o n e r  of A d m i n i s t r a t i o n  fo r W a s h i n g t o n ,  the l o t t e r y  h a s  n o t  
n e g a t i v e l y  a f f e c t e d  t h e i r  c h a r i t a b l e  g a m i n g  i n d u s t r y .

It a p p e a r s  t h a t  the o p p o s i t e  is true.

L i c e n s e  a p p l i c a t i o n s  for  c h a r i t a b l e  g a m i n g  in W a s h i n g t o n  i n c r e a s e d  b y  a b o u t  
1 0% p e r  y e a r  f o r  the  f i r s t  t h re e y e a r s  of t h e i r  l o t t e r y ' s  o p e r a t i o n .

G r o s s  i n c o m e  f r o m  t h o s e  g a m e s  o p e r a t e d  b y  c h a r i t a b l e  o r g a n i z a t i o n s  
i n c r e a s e d  at a r a t e  of 1 5 %  p e r  y e a r  f o r  the s a m e  time  p e ri od .



HOW DOES OPERATION OF A STATE LOTTERY AFFECT OTHER CHARITABLE GAMING?
W a s h i n g t o n  s t a t e  is s i m i l a r  to A l a s k a  in t h a t  t h e y  h a v e  m a n y  r u r a l  
c o m m u n i t i e s  w i t h  a s u b s t a n t i a l  numbejr of m i n o r i t y  r e s i d e n t s .

W a s h i n g t o n  a l s o  l i c e n s e s  c h a r i t a b l e  o r g a n i z a t i o n s  to o p e r a t e  g a m e s  of s k i ? l  
a n d  c h a n c e  s i m i l a r  to A l a s k a .

A c c o r d i n g  to M a r y  F au l k ,  p a s t  D i r e c t o r  of the W a s h i n g t o n  S t a t e  L o t t e r y  and 
c u r r e n t  C o m m i s s i o n e r  of A d m i n i s t r a t i o n  for W a s h i n g t o n ,  the l o t t e r y  ha s  not 
n e g a t i v e l y  a f f e c t e d  t h e i r  c h a r i t a b l e  g a m i n g  i n d u s t r y .

It a p p e a r s  t h a t  the  o p p o s i t e  is true.

L i c e n s e  a p p l i c a t i o n s  f o r c h a r i t a b l e  g a m i n g  in W a s h i n g t o n  i n c r e a s e d  b y  a b ou t  
1 0 %  p e r  y e a r  f o r  t he  f i r s t  t h r e e  y e a r s  of t h e i r  l o t t e r y ' s  o p e r a t i o n .

G r o s s  i n c o m e  f r o m  t h o s e  g a m e s  o p e r a t e d  b y  c h a r i t a b l e  o r g a n i z a t i o n s  
i n c r e a s e d  at a r a t e  of 1 5 %  p e r  y e a r  f o r  the s a m e  t i m e  p er i od .



WHO PLAYS THE LOTTERY?
C A L I F O R N I A  ( m o d e r a t e  p l a y er s)

I n c o m e E d u c a t i o n

U n d e r  $ 7 , 0 0 0 5% L e s s  t h a n  h i g h  s c h o o l
$ 7 , 0 0 0  - $ 1 4 , 9 9 9 13 % H i g h  s c h o o l  g r a d u a t e
$ 1 5 , 0 0 0  - $ 2 4 , 9 9 9 18% So m e c o l l . / t r a d e  s c h o o l
$ 2 5 , 0 0 0  - $ 2 9 , 9 9 9 16% C o l l e g e  g r a d u a t e
$ 3 0 , 0 0 0  - $ 3 9 , 9 9 9 18% P o s t  g r a d u a t e  t r a i n i n g
$ 4 0 , 0 0 0  - $ 4 9 , 9 9 9 8%
$ 5 0 , 0 0 0  or m o r e 22%

•

M I C H I G A N

I n c o m e E d u c a t i o n

$ 1 0 , 0 0 0  or  less 1 7 . 3 % L e s s  t h a n  h i g h  s c h o o l
$ 1 0 , 0 0 0  - $ 1 9 , 9 9 9 2 3 . 2 % H i g h  s c h o o l  g r a d u a t e
$ 2 0 , 0 0 0  - $ 2 9 , 9 9 9 2 5 . 3 % So m e c o l l e g e
$ 3 0 , 0 0 0  - $ 3 9 , 9 9 9 1 8 . 1 % T r a d e / t e c h n i c a l  s c h o o l
$ 4 0 , 0 0 0  - $ 4 9 , 9 9 9 7 . 9 % C o l l e g e / p o s t  g r a d u a t e
$ 5 0 , 0 0 0  - $ 5 9 , 9 9 9 4 . 2 %
$ 6 0 , 0 0 0  - $ 6 9 , 9 9 9 1 . 9 %
$ 7 0 , 0 0 0  a n d  a b o v e 2 . 1 %

23%
41%
15%
1 2 %

4 6 . 0 %
2 0 . 8 %

2.9%
1 8 . 1 %

P r o f i l e  of T y p i c a l  M i c h i g a n  L o t t e r y  P l a y e r

* W h i t e
* M a l e / F e m a l e
* M a r r i e d
* 2 5 - 4 4  y e a r s  of age
* A t  l e a s t  a h i g h  s c h o o l  g r a d u a t e
* E m p l o y e d  in a s k i l l e d ,  s e m i - s k i l l e d  or  t r a d e  o. ''upation
* H o u s e h o l d  i n c o m e  of $ 2 0 , 0 0 0  - $ 2 9 , 9 9 9

A R I Z O N A :  A n  i n d e p e n d e n t  s t u d y  c o n c l u d e d  t h a t  "the p o o r  are  d r a m a t i c a l l y
u n d e r r e p r e s e n t e d  a m o n g  l o t t e r y  p l a y e r s . "

I L L L I N O I S , M I C H I G A N ,  N E W  JE RS EY , N E W  YORK, P E N N S Y L V A N I A :  A n  a n a l y s i s  of
the h o u s e h o l d  i n c o m e  p r o f i l e s  of o v e r  6. 5  m i l l i o n  w i n n e r s  e s t a b l i s h e d  tha t 
"the p o o r  p a r t i c i p a t e  in the s t at e l o t t e r y  g a m e s  a l e v e l s  d i s p r o p o r t i o n­
at e l y  l es s t h a n  t h e i r  p e r c e n t a g e  of the p o p u l a t i o n . "

W A S H I N G T O N :  A n  a n a l y s i s  of all p l a y e r s  in the l o t t e r y  d u r i n g  the 1983
r e p o r t i n g  p e r i o d  i n d i c a t e d  the g r o u p  w h i c h  p l a y e d  the  l o t t e r y  the l e a s t  was 
the u n d e r - $ 1 0 ,000 i n c o m e  range.



I R M  D A T A  N E T W O R K

T E R M INALS 
A N C H O R A G E  
JUNEAU 
FAIRBANKS'

NUDE 1399 
NODE 2040 
NODE 393

TOTAL

J f '

h a . i n e 8  ; ; a

J U N E A U  1 8 « 4

KETCH I CAN 3



1984 ALASKA POPULATION ESTIMATES FOR COMMUNITIES OVER 2000 

PLACE/S_________________________________________POPULATION % of AK.

Table 3-111

Anchorage Borough 
Subtotal

243,829
243,829 46.62

Fairbanks Area 
(Frbnks., Eielson, College, 
No. Pole, & Fox)

Subtotal

62,175*

306,004 58.50

Palmer-Wasilla 
Juneau Bourough 
Kenai-Soldotna 

Subtotal

25,791*
23,729*
23,371*

378,895 72.45

Kodiak Area 
(Kodiak & Kodiak C.G.B.)

Ketchikan Area 
(Ketch., No. Tongas Hwy. & Saxman) 
Subtotal

11,024*

10,422*

400,341 76.54
Sitka Borough 

Subtotal
7,611

407,952 78.00
Delta Jet. Area 4,850* 

(Delta Jet., Big Delta & Ft. Greely)
Subtotal 412,802 78.92

Bethel
Valdez
Homer
Petersburg
Nome
Adak

Subtotal

3,743*
3,719*
3,373
3,340*
3,184*
3,169

433,330 82.85
Barrow
Seward

Subtotal

2,969
2,923*

439,222 83.97
Wrangel1 
Kotzebue 
Cordova 
Dillingham 

Subtotal

2,499*
2,485*
2,356*
2,084*

448,646 85.78
Remainder 

(262 places of less than 2000) 
Balance of Census Subareas (BCSA1s)**

70,286

4,116 523,048 100.00

Source: Alaska Department of Labor, 
Alaska Population Overview,

Research and Analysis, 
1985; Table IV.1.

(Draft)

Population in BCSA included.

** Balance of Census Subareas (BCSA) contain those people living 
outside of defined communities designated as census areas; i.e., 
those living in the Kodiak area but outside of the Kodiak city 
limits.
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Table 2-III

1984 ALASKA POPULATION ESTIMATES BY COMMUNITY SIZE

A B C D E F
COMMUNITY SIZE # TOT. POP. % of AK # WIC____ S SVD.

0 50 37 1,266 0.24 0

51 - 100 51 3,834 0.73 4 7.8
101 - 150 23 2,881 0.55 3 12.5

151 - 200 24 4,087 0.78 7 29.2

201 - 250 23 5,194 0.99 10 43.5
251 - 300 19 5,252 1.00 4 19.1
301 - 400 23 7,883 1.51 10 43.5

401 - 500 23 10,370 1.98 21 91.3

501* - 600 18 9,821 1.88 10 55.6

601 - 700 8 5,242 1.00 7 87.5

701 - 800 2 1,509 0.30 2 100.0

801 - 900 4 3,448 0.66 5 100.0

1,001 - 1,500 4 4,690 0.90 4 100.0

1,501 - 2,000 3 4,809 0.92 1 33.3

2,001 - 2,500 4 9,424 1.80 6 100.0

2,501 - 3,000 2 5,892 1.13 4 100.0

3,001 - 3,500 4 13,066 2.50 6 100.0

3,501 - 4,000 2 7,462 1.43 4 100.0

4,001 - 5,000 1 4,850 0.93 3 100.0

5,001 - 8,000 1 7,611 1.46 3 100.0

9,001 - 15,000 2 21,446 4.10 8 100.0

15,001 - 25,000 2 47,100 9.01 11 100.0

25,001 - 50,000 1 25,791 4.93 4 100.0

50,001 - 75,000 1 62,175 11.89 9 100.0

75,000 - 250,000 1 243,829 46.62 36 100.0

BCSA's (Table 3-III) 4,116 0.78 0

Total 283 523,048 100.00 180

Source: Alaska Department of Labor, Research and Analysis; (Draft)
Alaska Population Overview, 1985; Table IV.2.

Alaska Department of Health & Social Services; Special 
Supplementary Food Program for Women, Infants and Children, 
Vendor List, Sept. 1985.

Column Explanations

A. Self explanatory.
B. Number of communities within the size indicated in column A.
C. Total population of all the communities within that size group.
D. Percent of the total population of Alaska within that size group.
E. Number of WIC vendors serving communities within that size group.
F. Percent of population within that size group served by WIC 

vendors.
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W H A T  K I N D  O F  L O T T E R Y  G A M E S  W O U L D  B E  L I K E L Y  F O R  A N  A L A S K A  L O T T E R Y ?

W e w i l l  h a v e  to a s s u m e  t h a t  A l a s k a  w i l l  u s e  the e x p e r i e n c e s  of o t h e r  s t a t e s  
as a g u i d e  f o r  i m p l e m e n t i n g  its l o t t e r y .  A n  i n s t a n t  l o t t e r y  is a l m o s t  
a l w a y s  th e f i r s t  l o t t e r y  p r o d u c t  m a d e  a v a i l a b l e  to th e p u b l i c .  A f t e r  a 
p e r i o d  of t i m e  d e e m e d  a p p r o p r i a t e  b y  the l o t t e r y  a g e n c y  m a n a g e m e n t  t e a m  
(six m o n t h s  to a y e a r ) , an o n - l i n e  s y s t e m  w o u l d  be s t a r t e d .  T h i s  w o u l d  
p r o v i d e  for  s a l e s  of l o t t e r y  t i c k e t s  fo r a p e r i o d i c  ( w e e k l y  - m o n t h l y  draw) 
l o t t o  g a m e  a n d  tw o s i m p l e  n u m b e r s  g a m e s  (pick 3, & p i c k  4). F o r  th e p a s t  
12 y e a r s  t hi s h a s  b e e n  the n o r m a l  p a t t e r n  f or  l o t t e r y  s t a t e s .

E i g h t y f i v e  p e r c e n t  of the s t a t e ' s  p o p u l a t i o n  w o u l d  h a v e  d i r e c t  a c c e s s  to 
o n - l i n e  g a m e s  a n d  b e t w e e n  85% a n d  95% of the p o p u l a t i o n  w o u l d  h a v e  a c c e s s  
to i n s t a n t  t i c k e t s .  A  s u b s c r i p t i o n  p r o g r a m  c o u l d  be  e s t a b l i s h e d  to p r o v i d e  
a c c e s s  to th e l o t t e r y  for  r e s i d e n t s  of r u r a l  are as.

In a d d i t i o n  to th is  g a m e  s t r u c t u r e  I b e l i e v e  t h a t  a s p e c i f i c  i n s t a n t  g a m e  
w o u l d  be  d e s i g n e d  a n d  m a r k e t e d  to the t o u r i s t  v i s i t i n g  A l a s k a .

W i t h  t h i s  g a m e  s t r u c t u r e  A l a s k a  w o u l d  e x p e r i e n c e  p r e d i c t a b l e  s a l e s  c u r v e s  
w h i c h  h a v e  b e e n  c o n s i s t e n t  i n s t a t e  a f t e r  s t a t e  for  l o t t e r y  s t a r t - u p s .  One 
s a l e s  c u r v e  f o r  i n s t a n t  g a m e s  a n d  a s e p a r a t e  s a l e s  c u r v e  f o r o n - l i n e  games.  
Th e  s u m  of t h e s e  two  c u r v e s  d e p i c t  g r o s s  r e v e n u e s  a n d  c a n  h e l p  to f o r e c a s t  
l o n g - r a n g e  n e t  p r o f i t s  to A l a s k a .  T h e  b a s i c  s a l e s  c u r v e s  e x p e r i e n c e d  b y  
p r e v i o u s  l o t t e r y  s t a t e s  is i l l u s t r a t e d  b el o w .

T i m e



WOULD THE STATE OF ALASKA MAKE MONEY FROM A STATE OPERATED LOTTERY?

F Y 8 5  t o t a l  U.S.  sal es , $ 8 , 9 8 2 , 2 0 0 , 0 0 0 .

FY85, U.S.  p e r  c a p i t a  sales, $ 9 8 . 0 2 .

F Y 8 5 , w e e k l y  U. S.  p e r  c a p i t a  sal es , $1 .88 .

A K  De pt , of L a b o r  P o p u l a t i o n  E s t i m a t e  f o r  1986; 5 45 ,2 00.

$ 1 0 0  (per c a p i t a  sales) x  5 4 0 , 0 0 0  (AK pop.) = $ 5 4 , 0 0 0 , 0 0 0  (gross sales) 

35 % x  $ 5 4 , 0 0 0 , 0 0 0  (gross sales) = $ 1 8 , 9 0 0 , 0 0 0  (net $ to State)

4 0 %  x  $ 5 4 , 0 0 0 , 0 0 0  (gross sales) = $ 2 1 , 6 0 0 , 0 0 0  (net $ to State)

45% x  $ 5 4 , 0 0 0 , 0 0 0  (gross sales) = $ 2 4 , 3 0 0 , 0 0 0  (net $ to State)

$80 (per c a p i t a  sales) x 5 4 0 , 0 0 0  (AK pop.) = $ 4 3 , 2 0 0 , 0 0 0  (gross sales) 

35%  x  $ 4 3 , 2 0 0 , 0 0 0  (gross sales) = $ 1 5 , 1 2 0 , 0 0 0  (net $ to State)

4 0 %  x  $ 4 3 , 2 0 0 , 0 0 0  igross sales) = $ 1 7 , 2 8 0 , 0 0 0  (net $ to State)

45%  x  $ 4 3 , 2 0 0 , 0 0 0  (gross sales) = $ 1 9 , 4 4 0 , 0 0 0  (net $ to State)

T h e s e  e s t i m a t e s  d o  n o t  i n c l u d e  l o t t e r y  p r o d u c t  s a l e s  to the t o u r i s t  m a r k e t  
of 7 7 5 , 0 0 0  a n n u a l l y .
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Lottery Data

LOTTERY START-UPS: HOW MUCH; HOW LONG?

S T A T E  S TA R T-U P  TIM E S E E D  M ONEY S T A T E  REPA ID

ARIZONA 7 months $1,400,000 12 months

CA LIFO RN IA 11 months $16,500,000" Rrst few weeks

C O L O R A D O 8 months $2,000,000 2 months

C O N N E C T IC U T 7 months $2,150,000 10 months

D ELA W A R E 7 months $ 250,000 18 months

D.C. 17 months $ 628,000 1 month

ILLINOIS 9 months $2,000,000 1 month

IOWA 4 months $3,000,000 3 weeks

MAINE 7 months $ 400,000 12 months

M ARYLAND 6 months $2,300,000 1.5 months

M A S S A C H U S E T TS 6 months $2,000,000 3 months

MICHIGAN 3 months $4,400,000 6 months

M ISSOURI 7 months $5,000,000 3.5 weeks

NEW  HAM PSHIRE 11 months* $ 250,000 2 months

NEW  J E R S E Y 12 months $1,500,000 12 months

N EW  Y O R K 5 months Not available"1 Not available

OHIO 14 months $2,000,000 4 months

O R EG O N 3 months $1,800,000 6 months

PENNSYLVANIA 6 months $1,000,000 10 months

R H O D E  ISLAN D 1.7 months $ 500,000 2 months

V ERM O N T 10 months $ 250,000 12 months

W ASHIN GTON 4 months $1,400,000 6.7 months

W E S T  VIRGINIA 9 months 0"* • ••

A V ER A G E 7.9 months $2,400,000 5.8 months

' The nation’s first lottery was delayed waiting for a public vote after legislative approval. Source: State Lottery Officials 
"  California Lottery actually used under $3 million of appropriation.
" ’West Virginia Lottery did not appropriate money from state-used $367,000 from governor's contingency fund and asked in R FP  
that vendor provida system, software, consulting, advertising, tickets and public relations. Money repaid to governor's fund in 2 weeks. 
"'New York Lottery reorganized in 1976 with $8.9 million. Original seed money figure not available.



Looking to the Future

With the success of the Tri-State Megabucks game formed by Vermont, Maine and New Hampshire, the ideaofa multi­
state lotto game was not far behind. For the last year, lottery directi, r have met in numerous meetings to discuss the 
feasibility o4 banding together to offer huge jackpots to the playing public. The following provides an update on their latest 
meetings and the progress ihey are making toward creating the Multi-State Lottery.

T H E  M U L T I - S T A T E  L O T T E R Y

S T R U C T U R E
Initially, 13 lotteries were investigating the possibility of 

joining to form a multi-state lottery, but that number has now 
narrowed down to eight: Illinois, Iowa, Missouri, New York, 
Oregon, Flhode Island, West Virginia and the District of Columbia.

The directors of the state lotteries who were planning to 
participate in a new multi-state lottery met in Seattle, Washington, 
early in 1986 to form a governing board. That board induded the 
directors of the Illinois. New Hampshire, New York, Oregon and 
Rhode Island state lotteries. An executive committee now me* Is 
once a month to formulate recommendations for the governing 
board.

Som e of the governing rules that have been formulated were 
modeled after the Canadian system, said Rebecca Paul, director 
of the Illinois Lottery. ’And some of the things weVe done all on 
our own. O ne  of the interesting things we've done is the voting 
structure. In order to pass anything by the board, you have to 
take two votes. O ne state by state, one by population.' This, says 
Paul, is a safeguard against passing something benefidal to large 
states and detrimental to small states, or vice versa.

Illinois, the time-zone center of the United States, has been 
designated the control state. Th e  control office will be located in 
Chicago. Start-up costs and staffing will be underwritten by the 
Illinois State Lotteiy Board, as provided by their new games 
development appropriation of funds, for as long as Illinois Lottery 
Board employees make up the staff.

G A M E D ESIG N
The game design for the new multi-state lottery has not yet 

been released. Likewise, the size of the prize pool has not yet 
been determined as that will depend largely on the size of the 
populr.tion base, rate of partidpation and the game design itself. 
The  lottery did announce it will begin with 'America's Game,' a 
lotto-type game with one drawing per week.

Preliminary discussions have also addressed the questions 
of how often and how many additional states may be allowed to 
join the core group once the new multi-state lottery is up and 
running. "Because the game will bo designed around a population 
base,' Paul explained, “it makes it very difficult to add at a 
moment's notice any state that wants to join us. 'W e eventually 
hope that every lottery state is a part of this multi-state game. But 
when you have to redesign a game for a new population base, print 
new bet slips, etc., that makes it very, very difficult'

Th e  proposition under consideration would enable new states 
to join January 1 of every other year. Hence, the lirst opportunity 
for additional states to participate after the game is initiated will be 
January 1990.

D ISCU SS IO N S  CO N TIN U E
Th e  logistics of the new multi-state game entail back-and- 

forth communications between the control board and the 
participating lottery states.

At the meeting which took place in New York in March, 
several issues were still left to be ironed out if the dream is to 
becom e a reality. According to New York Lottery Director John 
Quinn, who is vice chairman of the Multi-State Lottery 
Commission, three main items were discussed at the meeting: 
vendor insurance: the legal agreement the participating states 
must enter into; and prize structure.

Vendor insurance is necessary, Quinn says, so that the 
lottery is not legally liable for any problems that arise. Th e  original 
draft of the legal agreement was written last October, but has 
undergone several revisions. To  date, a final draft has still not 
been agreed upon.

In order for the lotteries to participate in the multi-state 
game, they must first get approval from their respective 
legislatures. The  one exception is Iowa, which received approval 
to participate in organizations such as the Multi-State Lottery in 
its enabling legislation. Phode Island and West Virginia, however, 
have leeway within the parameters of their enabling legislation to 
participate. If any of the remaining states or the District of 
Columbia are not able to secure the necessary approval, they will 
be forced to withdraw.

While the idea of a multi-state lotto game is receiving a warm 
welcome from lottery officials, the idea of a national or federal 
lottery has been criticized as detrimental to the success of state 
lotteries. A survey of governors of states showed a less-than- 
favorable attitude toward the federal concept. The multi-state, 
then, is tho preferred alternative to a national lottery, as it is more 
in step with the needs and wants of the states involved.

Tho next meeting of the interested lotteries will be sometime 
this spring (1987), according to Quinn. He adds that the earliest 
start-up date for tho Multi-State Lottery would be sometime this 
fall, but he believes that early 1988 is probably a more reasonable 
estimate.
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SUMMARY

As the state of Alaska faces the very real prospect of long-term 
declining revenues from its number one revenue source while the demand 
for state government services continues to 'ncrease, exploration of 
new revenue generation sources is necessary. The notion of lotteries, 
specifically state operated lotteries, is far from a new idea, and 
although over one-half of the U.S. population lives in states operat­
ing lotteries, misinformation abounds regarding them. Lotteries offer 
state governments a proven method for enhancing their total level of 
revenue receipts. Lotteries are not designed to solve all the finan­
cial woes of any state but can help diversify a total package of 
revenue generation programs.

Government sponsored lotteries have been around from the birth of this 
nation and have become an integral part of 22 state government's 
financial support system. Lotteries provide state governments with an 
acceptable, predictable, voluntary form of revenue generation. 
Projections for revenue generation in Alaska conservatively range from 
$15 million to $20 million per year.

Lotteries do not prevail on the "poor" or the "less educated" ... 
every study conducted to date concludes that the above average income 
and higher than average educated segments of the populations, in 
states operating lotteries, buy the lions share of lottery products. 
Lotteries do not increase the incidence of compulsive gambling and do 
not disrupt the lives of large prize winners. An Alaska lottery would 
not negatively affect the economies of the states 262 rural commu­
nities.

While a politically conservative approach to drafting legislation for 
authorization of an Alaska lottery is recommended, the experience of 
states with successful lottery histories and advice of directors of 
those lotteries should be utilized to maximize the profit potential 
for this state. The broadest possible latitude must be given the state 
agency, and board or commission, for operation of the lottery to aT'ow 
for the flexibility to operate within and adjust to everchanging 
market conditions.

Recent surveys conclude that the broad cross-section of Alaskan 
residents would favor the impl mentation of a state sponsored lottery 
by two to one margin.
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INTRODUCTION

This report is intended to provide the reader with general information 
regarding state operated lotteries. Types of customary lottery games 
are described and the most common questions about lotteries are 
answered based on validated research completed by numerous state 
governments and lottery industry organizations over the past twenty 
years.

Revenue generation in states currently operating lotteries is examined 
and comparisons are presentea to assist the reader analyze those 
factors affecting projection of revenue that could be expected from an 
Alaskan lottery. Among those factors examined are the economic and 
physical, characteristics of the population of our state, marketing 
area configurations, and tourist impact on Alaska. A projectior. of 
probable profits from a lottery is presented based upon most current 
population figures, tourist influences and conservative expectations 
of per capita expenditures on lottery products.

State responsibility for the social affects of government sponsored 
activities must be of paramount concern to all involved in effecting 
legislation establishing authority for these activities. The social 
impact from the operation of a state lottery is discussed and the most 
current research available is presented.

A brief discussion on implementation and operation of a state lottery 
is presented from recommendations by several recognized authorities 
with many years of experience in directing state lotteries.

The conclusions of a November 1985 state-wide opinion poll conducted 
in Alaska are presented for the readers examination.
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Part I: LOTTERY BASICS

Nutshell History of Lotteries

Lottery, according to Webster, is "a drawing of lots in which prizes 
are distributed to the winners among persons buying a chance." The 
lottery is not an invention of conventional America. Lotteries have 
been used by kings, emperors and representative governments throughout 
history to finance building projects or to increase revenues. The 
first reported government lottery was instituted by Ceasar Augustus to 
rebuild Rome. In 1612, King James authorized a lottery to help 
finance the "colonial settlement" which paid the cost of settling 
Virginia. In 1751 and 1754 Benjamin Franklin helped sponsor a series 
of "Academic Lotteries" and helped fund the University of Pennsyl­
vania. The Congress of 1776 provided a National Lottery strongly 
supported by Thomas Jefferson and others of the nation's founding 
fathers. Some 70 acts were passed by Congress before 1820 authorizing 
lotteries for the building of schools and roads and other public 
projects. Lotteries helped erect Harvard, Yale, Brown, Dartmouth, 
Columbia, Princeton, William and Mary and many of the nations other 
prest gious academic institutions. Today over 112 countries around 
the world sponsor government lotteries, including most of Western 
Europe, Canada, Mexico, and many Central and South American nations. 
The modern U.S. lottery started in 1964 in New Hampshire.

Thomas Jefferson once said that "Lotteries are a wonderful thing; they 
tax only the willing." Indeed many states have turned to state- 
operated lotteries as a means of raising revenue "painlessly." 
Lotteries are currently legal in the District of Columbia and 22 
states - Arizona, California, Colorado, Connecticut, Delaware, Illi­
nois, Maine, Maryland, Massachusetts, Michigan, Missouri, New Hamp­
shire, New Jersey, New York, Ohio, Oregon, Pennsylvania, Rhode Island, 
Vermont, Virginia, Washington, and West Virginia; (Puerto Rico and 
Guam also have lotteries). Well over 50% of the population of the 
U.S. lives in lottery states.

Types of Lottery Games

Lottery games can be divided into two category - "active" and "pas­
sive." Active games are those in which the player participates in the 
bet by choosing a number or set of numbers. The winning numbers are 
drawn completely at random, so the player's choice has no bearing on 
the outcome of the game. However, many players enjoy active games 
because they Can choose numbers that have some significance to them 
which gives an added dimension of entertainment and interest. Active 
games currently offered by the U.S. lottery states include three and 
four digit numbers games and lotto.

Passive games are those in which the player takes no action to deter­
mine whether he has won or lost; a ticket is purchased and the outcome 
is then revealed. Passive games offered in the U.S. include instant



games, traditional "draw" type lottery games and some subscription 
games.

The games mentioned above are all easy to play, and none involve any 
skill. Features of the various games can be described as follows.

1. Draw Lotteries
Though rare in the U.S., this was the original lottery game, and 
remains the main game in overseas lotteries. Players purchase pre- 
n .mbered tickets and wait for a weekly drawing, similar to a raffle. 
Payouts vary among games, but generally start at around $5 and cap off 
at either $50,00U or in some cases into the hundreds of thousands of 
dollars and more.

2. The Instant Game
Instant lottery games involve a fixed price for a ticket, usually $1. 
The ticket normally has a scratch-off spot to reveal whether or not it 
is a winner. The advantage of this game is no waiting: the player 
knows immediately whether or not. he has won.
Prizes range anywtere from a free ticket up to hundreds of thousands 
of dollars. Most lotteries hold some type of grand prize drawing for 
winners of some lower-tier prizes, the winner of that drawing receiv­
ing a prize sometimes as high as $1 million or $1,000 a week for life. 
Most lotteries offer several instant games per year, and grand prize 
drawings are generally held when a specific game is sold out or 
otherwise ended.

3. Lotto
/• traditional European lottery game in which the player selects four, 
f ive or six numbers from a field ranging from 30 to 49, depending on 
the size of the population of the state.
Payout is parimutuel; i.e. the jackpot is created from money wagered, 
and the more that people bet, the larger the prize becomes. If no one 
selects the winning six numbers in any order, the jackpot "rolls over" 
to the next drawing. If there no winners for a number of weeks the 
jackpot can become enormous. Prizes can be divided when more than one 
bet is placed on the same numbers, and many states offer smaller 
prizes if one chooses most of the correct numbers.

4. Subscription Games
Many lotteries offer subscriptions to their lotto games, allowing the 
player to select certain numbers, pay a bulk rate, and automatically 
be issued a ticket for each drawing. The same concept is applied to 
many 'raw-type games, and many lotteries offer a stand-alone subscrip­
tion game that doubles as a weekly draw lottery.

5. Numbers Games
Numbers games have been one of the traditior~’ games of state lot­
teries since the 1970's. The player selects a three- or four-digit 
number and places a bet on it, normally starting at $.50.
The winning number is drawn at a preset time, and the drawing is 
usually broadcast on television and/or radio. Drawings are held 
daily for three-digit games, and anywhere from once a week to daily 
for four-digit games. All but one numbers game in the U.S. offer a
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fixed payout for winning numbers, i.e. the payout ratio does not 
change when more people bet money. Several options for betting 
combinations are available to play at a variety of predetermined odds 
and pay-off formulas. Payouts are determined by the amounts bet.

Questions and Answers about a State Lottery

Are lotteries a good method of raising state revenues?

Not as effective as taxes ... taxation is the most effective way of 
raising revenues. No responsible person in the industry has ever 
claimed that lotteries replace broad based taxes. Lotteries are best 
described as a supplemental revenue source only. Lotteries were never 
designed to solve tax revenue collection problems - only to assist.

How much revenue will a state lottery produce?

Fiscal year 1985 statistics indicate that total gross lottery sales in 
the U.S. exceeded $8.8 billion. This means the average annual state 
lottery gross revenue was about $90.00 per capita. A simplified means 
of predicting a state's likely gross lottery sales is to multiply this 
number by a state's total population. On the average, about 35 - 40% 
of gross lottery sales goes to the state as profits from the lottery, 
(see Pt. II for complete discussion of revenue projections for Alaska)

Is a state-run lottery the answer to the economic problems currently 
facing Alaska?

Certainly a state-run lottery is not tho answer to all the financial 
needs of the state. At the same time, in many states the lottery has 
stabilized some of their problems. Connecticut raised $148,000,000 
from its lottery, Pennsylvania, $572,600,000; Michigan, $320,000,000; 
and little old Rhode Island $18,600,000 in FY 85. All of this revenue 
is raised voluntarily. Needless to say, there are people who oppose 
lotteries or gambling in any form. These people are free not to buy 
tickets.

Are lotteries popular?

Yes. More people participate in state-run lotteries than in any other 
form of legalized gaming. In present lottery states, 75% of the 
residents of those states favor the lottery programs. At one time or 
another 60% of the residents of a lottery state will buy lottery 
tickets. Recent ballots in four states (California, Oregon, West 
Virginia, and Missouri) showed an overwhelming acceptance vote (over 
60%). Alaskans support the concept of a state operated lottery by a 
margin of two to one according to a poll completed in November, 1985 
by the Dittman Research Corporation of Anchorage (see Pt. V for
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complete Dittman Research Corporation report). A survey of voters in 
AK House District 1 A-B by Rep. Robin Taylor, also completed in 
November '85, concluded the same level of support for a lottery; 66% 
of the respondents (from a total of O0.8) would support a "tightly 
regulated state operated Lottery Program" in Alaska. Polls taken in 
other non-lottery states such as Nebraska, Missouri, Florida indicate 
overwhelming support (two or three to one) for state-run lotteries.

Has any lottery in modern times ever failed ... or failed to show a 
profit? How are sales doing?

No lottery has ever failed ... or failed to show a profit. Sales are 
soaring! In 1982 lottery ticket sales exceeded $4.2 billion .. with 
lottery profits exceeding $1.5 billion. In calendar year 1983, sales 
exceeded $6.0 billion with profits exceeding $2.4 billion. In 1984, 
sales hit $6.9 billion, generating $2.8 billion in profits; and in FY 
85 gross sales were $8.8 billion providing an estimated $3.8 billion 
in profits for those states with lotteries.

What do states do with their lottery profits?

Most states put their lottery profits into their general funds. 
However, some states earmark lottery profits for specific purposes. 
California, Michigan, New Hampshire, New York and New Jersey use their 
profits to aid education ... Pennsylvania donates its profits for 
senior citizen programs ... Massachusetts shares its profits with all 
the towns and cities in the state ... Colorado earmarks iome of its 
profits for parks and recreation.

What happens to the lottery dollar and how does a lottery affect the 
economy of the state?

Generally, 45<t to 50<f of every dollar is returned to ticket buyers in 
the form of prizes ... 5$ to 7<£ of every dollar is paid to local 
merchants as commissions for selling tickets ... about 5i to 10<£ of 
every dollar is used to pay state lottery employees, rent and utility 
bills for office and warehouse space, to purchase lottery products 
from established and experienced vendors, to establish a computer 
system, and promote the lottery ... and the balance, about 35<k, ends 
up as the profit for the state. Almost all lottery dollars stay in 
the state.

Are lotteries difficult to administer?

Absolutely not! Modern-day lotteries have been in existence for 20 
years (since 1964) and there certainly isn't any "mystery" concerning 
their operations. Present lottery states are only too happy to share 
their experiences and their techniques with new entrants into the 
lottery field. Most states have lottery commissions overseeing their 
operation. All lotteries have full-time Directors or Executive
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Secretaries ... people with extensive backgrounds in lottery opera­
tions. Few problems have arisen in the lottery industry uuring the 
past twenty years. When problems have arisen the industry has been 
quick to react. Recent studies indicate that a majority of ticket 
buyers believe that lotteries are well run and honest. Lottery staff 
can run from 50 to 150 depending on the size of the state.
(see Pt. IV for additional discussion regarding lottery operations)

Where are lottery tickets sold?

Most states license retail establishments that are easily accessible 
to the public such as drug stores, supermarkets, convenience stores, 
newsstands and package stores. As a rule of thumb one license is 
granted for each 1,000 of popu'ation. As stated previously, these 
agents usually receive 5% to 7% of their sales as commissions for 
selling lottery tickets. In granting licenses lottery agencies will 
investigate each prospective licensee as to past criminal records ... 
their financial condition ... their ability to serve the public ... 
and their general fitness to serve as agents.

Aren't lotteries, for the most part, supported by poor people?

Definitely not! Extensive studies of the state-run lotteries indicate 
that an overwhelming majority of ticket purchasers are in the middle 
income ranges. Whereas citizens in the low income ranges buy lottery 
tickets, they buy fewer tickets proportionately than their percentage 
of the population, (see Pt. Ill for complete discussion of social 
impacts of a lottery on Alaska)

Don't lotteries appea1 to the under-educated?

Current demographic information obtained from actual prize claim forms 
filed with the Washington State Lottery (a perfect sampling of lottery 
ticket purchasers) show that 65.6% of players are high school gradu­
ates or better and that those with less than eight years of schooling 
play the lottery in far less proportion than they represent in the 
population. This study's conclusion repeats that of e^ery study of 
lottery participation conducted in the U.S. over the last twenty 
years, (see Pt III for complete discussion of social impacts of a 
lottery on Alaska)

How much money does the average citizen spend on lottery tickets per 
year?

The "per capita" spending on lottery tickets in 1984 was about $72.02. 
Since only about 60% of a state's population is expected to buy 
tickets, actual expenditures for tickets is about $120, or about $2 
per week.
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... re is absolutely no evidence of any state lottery being infiltrated 
by "organized crime." As a matter of fact some lottery Directors 
believe that state-run lotteries have taken customers away f^im 
illegally-run numbers games. A Connecticut study came to the ^elu­
sion that the state's legal games had, in fact, impacted i’ 'gal 
wagering in that state. A 1976 report of the National G e  r i ' g  

Commission stated that 115# of all Americans wager illegally. In 
lottery states that percentage drops to 6% ... almost a 50% decrease 
in illegal wagering. Modern day lotteries are run by state govern­
ments and there are no avenues available for illegal operators to ply 
their trade. There is no similarity between state-run lotteries and 
casino gambling or horse racing. The latter two are usual.y operated 
by private individuals or corporations that are licensed by the state, 
(see Pt. II for additional discussion)

How about "organized crime" and lotteries?

What about the social implications of advocating a form of legalized 
gambling as a method of raising revenue?

People have been known to gamble for thousands of years and will 
continue to gamble. Most sociological studies (and there are many) 
have concluded that state-run lotteries are a "harmless" form of 
legalized gambling. A comprehensive, independent, state-commissioned 
study completed in 1981 concerning Connecticut's legalized gambling 
programs gave the state "a clean bill of health" ... "no increase in 
welfare cases, no increase in bankruptcies, no increase in compulsive 
gambling, and no increase in unemployment." Newsweek concluded an 
article on gambling in its March 3, 1980 issue by stating: "The only
games that apparently pose no real threat of addiction are state 
lotteries. That is because they don't have enough action." (again, 
see Pt. II for further comment on social implications of lotteries)
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PART II: ALASKA LOTTERY INCOME 

Alaska Compared to Current Lottery States

Consideration of an Alaska state operated lottery always prompts the 
question of how much profit could the state generate on an annual 
basis. A responsible answer to this question is dependent on many 
factors and requires careful consideration. Because lotteries are 
businesses operated for a profit,, they are dependent upon the same 
factors that affect other businesses. These basic marketing factors 
must be studied to determine if Alaska has those characteristics 
indicative of lottery success. To date there has been no in-depth 
analysis of the characteristics which are generally present in states 
currently operating successful lotteries and the degree to which these 
characteristics exist in Alaska. The following discussion provides, 
for the first time, this analysis.

Since every state lottery has always produced a profit, it could be 
said that all are successful. However, as Table 1 indicates, some 
states are more successful than others; that is some states produce 
both a higher net profit and a higher per capita profit from their 
lotteries. A review of the marketing conditions of the lottery states 
quickly reveals why some are more successful than others. These 
factors are:
1. The economic characteristics of the population of the state,
2. The physical characteristics of the population of the state (age, 

sex, education level, etc.),
3. The population concentration/dispersion patterns for the state.
4. Unique conditions usually affecting a particular state or region 

(neighboring state's lotteries, high volume of non-resident 
traffic, etc.)

Table l-II lists the 18 states which have operated lotteries for over 
one year and the income generated for the years 1981-1985. Gross, net 
and per capita income has been presented from available sources. 
Because of the tremendous variation in the size of the population of 
the states listed a comparison of gross or net lottery income does 
little to help determine which states are successful and which are
not. The key measure of just how successful a state has been in
operation of its lottery is the per capita profit to the state. A
sound per capita measure will also be of most help to project the
possibilities for Alaska. As can be seen, Maryland is the most 
successful and Vermont is the least successful in per capita income of 
all 18 states.

Those top five states experiencing the most success with lotteries in 
1983 thru 1985 were Maryland, New Jersey, Pennsylvania, Connecticut, 
Co1orado ('83), Wash. D.C. ('84 &'85), and Massachusetts ('85). Those 
stater, with the least successful record with regard to per capita 
income were Vermont, Maine, New Hampshire, Arizona, Ohio ('83), 
Colorado ('84) and Rhode Island ('85). Colorado ranked in the top 
five for 1983 and in the bottom five states in 1984 and 1985.
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Table l-II

STATES LOTTERY INCOME

1981a 1982b 1983a 19843 1985°

$Mil $Mil $Mi 1 $Mil $Mi 1 $ Per $Mi1 $Mi 1 $ Per $Mil $ Per

S t a t e Gross Gross Net Gross Net Capita Rnk* Gross Net Capita Rnk* Net Capita Rnk*

AZ 7 5 . 0 3 0 . 0 1 1 .0 4 15 6 0 . 0 1 8 . 0 6 . 6 2 15 2 2 . 0 8 . 0 9 14

CO 2 0 8 . 0 7 2 . 8 2 5 . 1 9 4 1 2 0 .0 4 0 . 7 1 4 . 0 8 14 3 2 . 0 1 1 .7 7 13

CT 5 1 5 . 1 1 6 9 .8 7 1 . 0 1 8 8 .0 7 5 . 2 2 4 . 2 0 5 2 5 4 . 4 1 0 5 . 4 3 3 . 9 2 5 1 4 8 . 8 4 7 . 8 8 6

DW 2 0 . 1 2 5 . 6 9 . 5 2 9 . 8 1 1 . 0 1 8 .51 10 3 3 . 0 1 4 . 0 2 3 . 5 6 9 1 5 . 0 2 5 . 2 4 11

DC 5 4 .1 1 4 .2 2 2 . 2 5 7 6 8 . 2 2 1 . 7 3 4 . 0 0 4 2 9 . 7 4 9 . 9 7 3

IL 2 0 6 . 1 3 3 4 . 8 142 .9 4 6 7 . 0 2 1 4 .4 18 .76 9 9 1 1 . 9 3 7 7 . 1 3 3 . 0 0 6 5 1 7 . 8 4 5 . 3 1 7

MN 6 . 4 9 . 7 2 . 4 1 3 .7 3 . 3 2 . 9 3 17 1 6 . 0 4 . 5 4 . 0 0 17 4 . 4 3 . 9 1 17

MD 3 8 5 . 6 4 5 7 . 4 1 9 9 .0 4 6 2 . 8 198 .5 4 7 . 0 7 1 4 8 5 . 5 2 0 9 . 2 4 9 . 6 1 1 2 6 3 . 7 6 2 . 5 3 1

MA 2 2 4 . 0 2 7 9 . 8 9 2 . 5 3 5 2 . 0 9 7 . 3 1 6 .3 3 11 5 0 6 .1 1 6 9 .1 2 9 . 4 8 7 2 8 4 . 0 4 9 . 5 0 4

MI 5 0 2 . 3 5 2 7 . 3 2 0 5 . 6 5 5 7 .6 2 2 1 .2 2 3 . 8 8 6 6 2 0 . 0 2 5 0 . 0 2 6 . 9 9 8 3 2 0 . 0 3 4 . 5 5 9

NH 1 1 . 0 1 2 .4 3 . 6 1 3 .6 3 . 7 4 . 0 2 16 18 .7 5 . 7 6 . 1 9 16 4 . 3 4 . 6 7 15

NJ 4 1 7 . 0 5 1 7 . 8 2 2 0 . 3 6 9 0 .1 2 9 5 . 0 4 0 . 0 6 2 8 4 7 . 8 3 5 9 . 7 4 8 . 8 4 2 3 8 8 . 0 5 2 . 6 8 2

NY 2 3 6 . 2 4 2 4 . 9 1 7 9 .8 6 4 6 . 9 2 6 2 . 4 1 4 .9 4 13 8 8 8 . 7 3 8 9 . 8 2 2 . 2 0 11 6 1 5 . 0 3 5 . 0 3 8

OH 2 9 5 . 9 3 6 3 . 9 1 4 4 .0 3 9 7 .7 1 4 4 .8 1 3 .41 14 6 0 3 . 0 2 5 0 . 0 2 3 . 1 5 10 3 3 8 . 0 3 1 . 3 0 10

PN 4 2 7 . 0 5 6 2 . 2 2<.7.1 8 8 5 . 4 3 3 5 . 4 2 9 . 9 6 3 1 , 2 3 6 . 0 5 1 6 . 3 4 3 . 5 2 3 5 7 2 . 6 4 8 . 2 6 5

RI 3 6 . 2 3 8 . 0 1 3 .7 4 4 . 0 1 5 . 0 1 5 .8 4 12 5 2 . 9 1 8 . 4 1 9 . 4 3 12 1 8 .6 4 . 4 2 16

VT 2 . 5 3 . 8 , 9 4 . 6 1 .1 2 . 1 5 18 5 . 1 1 . 3 2 . 5 4 18 1 . 2 2 . 3 5 18 I

WA 2 2 5 . 0 9 0 . 0 2 1 . 7 8 8 1 6 4 .6 7 1 . 0 1 7 . 1 8 13 5 8 . 8 1 4 .2 3 12

Mean 2 3 4 . 7 2 6 6 . 2 1 0 8 .0 2 9 5 .3 1 1 5 .9 1 9 .57 3 8 2 . 9 1 5 6 .8 2 4 . 3 5 2 0 1 . 9 2 9 . 5 3

Median 2 5 8 . 8 2 6 5 . 5 114. 4 4 5 . 0 168 .3 2 4 .6 1 6 2 0 . 6 2 5 8 . 8 2 6 . 0 8 2 8 6 . 9 2 7 . 5 2

* L o t t e r y  s t a t e s  ranked by h i g h e s t  per  c a p i t a  income f i r s t  ( # 1 ) .

a L o t t e r y  J o u r n a l ; Vo l .  1 ,  No. 1 .
Games and Wagering B u s i n e s s ; May 1985.  

c "USA Today"; 9 / 1 2 / 8 5 .



Table 2-II provides a comparison of Alaska to all states which have 
lotteries or are in the process of starting lotteries, with regard to 
income levels and physical characteristics of the populations within 
these states. These comparisons have been illustrated for those 
factors generally considered to oe indicators of positive characteris­
tics for the operation of a profitable lottery. States are ranked in 
descend order for each category of economic and physical character­
istics of their population. Rankings for Table 2-11 have been made 
from information contained in Tables 3-II and 4-11, for which specific 
values for rankings can be ascertained.

Columns A-G contain economic comparisons for the 21 states involved in 
this analysis. The ranking is straight-forward, the state with the 
highest income figure for each category is ranked first, for each of 
these columns except for columns D and E. Columns D and E are rever­
sed, with the state with the lowest income figure for this category 
ranked first. For example, Alaska has the lowest percentage of its
population in the $0 to $10,000 household income category. Since
lottery participation by the lower income groups is less than their 
proportion to the population in general the state with the lowest
percentage of its population in this group should be ranked first.
The same reasoning ha? been applied to column E.

For all categories of income measures indicating ability to operate a 
profitable lottery, Alaska ranks first. In addition, those states 
with a record for operating the most successful lotteries (see Table 
l-II) rank with Alaska in the top one-third of states compared in 
Table 2-II, (Pennsylvania an exception). Those least successful 
lottery states (see Table l-II) fall at the opposite end of the 
spe''*v'um from Alaska.

An analysis of personal, family and household income, comparing Alaska 
to other lottery states indicates that Alaska should expect to be able 
to operate a profitable lottery.

Column H compares Alaska and the current lottery states as to how 
urban their population is. History has shown that state operated 
lotteries generally are more successful in urban versus rural states. 
States rank from first, Washington D.C., with a 100% urban population, 
to last, Vermont, with a 33.8% urban population. The percentage of 
Alaska population living in urban areas is 64.3%; this is 35.7 per­
centage points below D.C. and 30.5 percentage points above Vermont.

The rank order in column H is less conclusive than the percentage 
point differences between the states. This is confirmed by the fact 
that each of the top five most successful lotteries are represented in 
the highest, middle and lowest one-third of the order. The closest 
state (with an income history) to Alaska in its percentage of urban 
population is the third most successful lottery state Pennsylvania, 
with 69.3%. Those least successful lottery states, Vermont, Maine and 
New Hampshire, have the most rural populations by far. Contrary to 
the belief of many, that we in Alaska live in remote areas, the large 
majority of our population lives in urban areas, and, according to the 
Alaska Department of Labor we are becoming more urban each year.

- 13 -



Alaska's population grew by 30% in the 2.25 years between 5/1/80 and 
7/1/84 and 90% of that growth was in the Anchorage, Kenai Penn., 
Mat-Su, Fairbanks, ar.d Juneau Boroughs.

Again, Alaska appears to be in a favorable situation for probable 
lottery success when considering its percentage of urban population.

Column I of Table 2-II illustrates the ranking of lottery states and 
Alaska for their population mix of males to females. Numerous studies 
of lottery players indicate that more males than females play lottery 
games, (see Pt. Ill) Alaska leads all states in the number of males 
to 100 females, with a total of 112 (Table 4-II). A significant point 
here is that all lottery states, except Washington D.C., have between 
90 and 99 males for every 100 females. This large difference between 
Alaska and other lottery states is a factor in support of being able 
to implement a successful lottery.

Column J presents a ranking of the percentage of populations over 
eighteen years of age. Alaska's population is youngest compared to 
those in lottery states. However, information from Table 4 indicates 
that the percentage of population eighteen and older for lottery 
states (excluding DC at 77.5%) ranges from a high of 74.0% (RI) to a 
low of 70.3% (MI). Alaska's eighteen and o’der population makes up 
67.5% of its total population. Two points need to be made here; first 
the difference between Alaska's percentage and that of the more noiiiii'l 
lottery states is not significantly large; and Alaska, like Washing­
ton D.C., is subject to peculiar circumstances. Alaska has the lowest 
percentage of elderly, population in the nation (2.8% compared to a 
U.S. average of 11.8% ), this reduce,. our percentage of eighteen and 
older population. This second point is actually 3 positive charac­
teristic for lottery success in Alaska since the elderly play lotter­
ies in numbers less than their proportion to the total population. 
Although the total percentage of eighteen and older population is 
lower than other lottery states, the percentage of age levels that 
play lotteries the most, is higher than this 67.5% figure. This 
conclusionWashington D.C. has the highest percentage of female popu­
lation in the nation due to occupational opportunities there.

Columns K and L of Table 2-II provide a comparison of Alaska and the
lottery states regarding the education levels for their populations. 
Studies of lottery players indicate that the typical player has more 
education than the average for the total population, (see Part III) 
Again Alaska ranks first with the highest percentage of its population 
having more than 12 years of school, and third highest for the per­
centage of its population with 16 or more years of education.

Alaska's ranking in all of the categories examined in Table 2-II are 
high and indicate, that from the basis of this information, Alaska 
would be successful if it implemented a lottery. That is, Alaska 
could expect to generate for its general fund, a level of revenue per
capita on a par with the most successful lotteries now in operation.

1 Alaska Department of Labor, Research and Analysis, (Draft) Alaska 
Population Overview, 1985; Chapt. II.
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TABLE 2-11

LOTTERY STATES DEMOGRAPHIC COMPARISONS REGARDING POSITIVE CHARACTERISTICS

Rank

FOR OPERATION OF PROFITABLE LOTTERY

A B C D E F G H I J K
Personal Median Median % of % of % of % of % Pop Male/ % Pop % Pop
Income/ Family Hsehid Hsehid Hsehid Hsehid Hsehid Urban 100 over 18 w/ 12+
Capita Income Income $0-10K $10-20K $30-40K $40K + Areas Female Yrs Old Yrs Sch

L
% Pop 
w/ 16+

1 AK AK AK AK AK AK AK DC AK DC AK DC
2 DC CT MD MI MD MD MD CA WA RI CO CO
3 CT MD CT CT NJ uJ CT NJ CO MA WA AK
4 NJ NJ NJ NJ IL MI NJ RI CA PN OR CT
5 CA IL IL IL MO CT DC NY OR CT CA MD
6 IL MI MI CO CT • IL CA AZ AZ NY AZ MA
7 NY WA WA MI CA WA II. MA MI CA NH CA
8 MD CA CA WA WA CA MI IL NH NJ MA WA
9 WA CO CO CA NY CO CO CO VT OR VT VT

10 CO MA DW NH MA OH DW MD MN WA CT NJ
11 MA OH OH DW DW MA NY CT IL MD MN NH
12 DW DW MA OH DC DW RI WA MD CO DW NY
13 MI NY NH MA OH NY WA OH OH DW MI OR
14 PN OR PN PN CO OR MA MI CT NH MD DW
15 OH PN OR OR OR PN OR DW DW IL NJ AZ
16 RI NH NY AZ PN AZ OH PN NJ VT DC IL
17 NH RI AZ NY RI NH AZ OR PN M OH RI
18 OR DC RI DC AZ DC PN AK RI OH IL MN
19 AZ AZ VT RI NH RI NH NH MA A7. NY MI
20 VT VT MN VT MN VT VT MN NY MI PN OH
21 MN MN * MN VT MN MN VT DC AK RI PN
* District of 
Source: TABLE

Columbia 
3-11, &

omi tted 
TABLE 4-1

from this 
I .

source; not a state.

Column Explanations:
A, B, & C. First ranked (,11) state has highest income for category; last ranked (#21) has lowest income for 

category of lottery states.
D & E. First ranked (#1) states have lov/est percent of households in income category; last ranked (#21) states 

have highest percent of households in income category.
F & G. First ranked (#1) states have highest percent of households in income category; last ranked (#21) states

have lowest percent of households in income category.
H. First ranked state has highest percent of population living in urban areas.
I. First ranked state has the highest number of males per 100 females.
J, K, & L. First ranked states have the highest percent of population in each category.



Table  3 - I I

INCOME CHARACTERISTICS OF POPULATIONS IN LOTTERY STATES AND ALASKA

Persona l  Income 1981___________________________________________Money Income 1979__________________________
 Household Income_________________

Median P er c e n t  Within________________________  Pov.

Total  
(Mil $)

Per
Capita
($ )

T r n s f r .  
Pymnts . 
(Mil $)

Family
Income

($ )

Less  
than  
$ 10K

$ 10K 
t o
$20K

$20K
t o
$30K

$30K
t o
$40K

$40K
t o
$50K

$50K
and
Over

Median
($ ) Rnk.

Per
Capita

($)

Level
Fan).
{%)

New England
Maine 9 , 6 6 2 . 7 8 , 5 3 0 1 , 7 4 8 . 2 1 6 ,1 6 7 3 4 . 9 3 5 . 7 1 9 . 3 6 . 4 1 . 9 1 . 8 13 ,816 46 5 ,7 6 8 9 . 8
New Hampshire 9 , 3 6 7 . 3 1 0 ,0 1 3 1 , 2 0 8 . 3 1 9 ,7 2 3 2 6 . 3 3 3 . 2 2 3 . 6 1 0 .0 3 . 6 3 . 4 1 7 ,0 1 3 21 6 , 9 6 6 6 . 1
Vermont 4 , 4 9 8 . 7 8 , 7 2 7 6 9 9 . 3 1 7 ,2 0 5 3 1 . 8 3 5 . 7 1 9 .6 7 . 6 2 , 7 2 . 6 14 ,7 9 0 37 6 , 1 7 8 8 . 9
M a ssa c h u se t t s 6 4 , 2 4 3 . 9 1 1 ,1 2 8 9 , 4 2 3 . 4 2 1 , 1 6 6 2 7 . 7 2 8 . 8 2 2 . 5 1 1 .3 4 . 9 4 . 7 17 ,5 7 5 19 7 , 4 5 8 7 . 6
Rhode I s la n d 9 , 6 7 8 . 0 1 0 ,1 5 5 1 , 6 5 7 . 6 1 9 , 4 4 8 3 0 . 7 3 1 . 0 2 1 . 9 9 . 4 3 . 6 3 . 3 16 ,097 29 6 ,8 9 7 7 . 7
C o n n e c t i c u t 4 0 , 1 3 1 . 1 1 2 ,8 0 5 4 , 4 1 0 . 6 2 3 , 1 4 9 2 2 . 2 2 7 . 6 2 4 . 1 1 3 .1 6 . 0 7 . 0 2 0 ,0 7 7 4 8 , 5 1 1 6 . 2

, Middle A t l a n t i c
New York 2 0 1 , 7 0 7 . 2 11 ,460 3 0 , 3 8 6 . 4 2 0 , 1 8 0 3 0 . 4 2 8 . 4 2 0 . 8 1 0 .6 4 . 7 5 . 2 16, 647 26 7 , 4 9 8 1 0 . 8

^  New J e r s e y 9 0 , 0 0 1 . 3 1 2 ,1 5 6 1 1 , 4 6 0 . 8 2 2 , 9 0 6 2 3 . 8 2 6 . 7 2 3 . 0 1 3 .4 6 . 3 6 . 7 19 ,8 0 0 6 8 , 1 2 7 7 . 6
1 Pen n sy lv an ia 1 2 3 , 0 5 6 . 8 1 0 ,366 2 0 , 5 8 3 . 8 1 9 ,9 9 5 2 8 . 6 3 0 . 6 2 2 . 9 1 0 .2 4 . 0 3 . 7 16 ,8 8 0 22 7 ,0 7 7 7 . 8

East  North Centra l
Ohio 1 1 1 , 1 8 6 . 4 1 0 ,3 1 3 1 5 , 9 7 8 . 2 2 0 ,9 0 9 2619 2 9 . 5 2 4 . 0 11 .4 4 . 4 3 . 8 1 7 ,7 5 4 15 7 ,2 8 5 8 . 0
I l l i n o i s 1 3 2 , 6 3 8 . 0 1 1 ,5 7 ? 1 7 , 0 0 3 . 6 2 2 , 7 4 6 2 5 . 0 2 5 . 7 2 3 . 5 1 3 .1 5 . 8 5 . 9 19 ,321 7 8 , 0 6 6 8 . 4
Michigan 9 9 , 0 1 6 . 6 1 0 ,7 5 8 1 4 , 2 4 4 . 3 2 2 ,1 0 7 2 5 . 5 2 6 . 4 2 3 . 5 1 3 .3 5 . 9 5 . 3 19 ,223 8 7 , 6 8 8 C.2

South A t l a n t i c
Deleware 6 , 6 4 3 . 5 11 ,1 02 8 3 6 . 1 2 0 ,8 1 7 2 6 . 5 2 9 . 3 2 2 . 7 1 1 .2 5 . 1 5 . 1 17 ,346 13 7 , 4 4 9 8 . 9
Maryland 4 8 , 8 2 1 . 9 1 1 ,4 5 2 6 , 3 3 2 . 6 2 3 , 1 1 2 2 2 . 1 2 7 . 1 2 3 . 1 1 4 .0 6 . 8 6 . 9 2 0 ,2 8 1 3 8 , 2 9 3 7 . 5
Wash. D.C. 8 , 5 2 2 . 8 1 3 ,509 1 , 9 1 6 . 2 1 9 ,099 3 0 . 5 2 9 . 4 1 7 . 6 9 . 6 5 . 2 7 . 7 16 ,2 1 1 X 8 , 9 6 0 1 5 .1

Mountain
Colorado 3 3 , 2 5 7 . 4 1 1 ,216 3 , 6 8 0 . 6 2 1 ,2 7 9 2 5 . 4 2 9 . 9 2 3 . 0 1 1 .6 5 . 1 5 . 1 18.,056 12 7 , 9 9 8 7 . 4
Arizona 2 7 , 2 8 5 . 8 9 , 7 6 5 4 , 0 0 8 . 1 19, 017 2 8 . 8 3 1 . 3 2 1 . 8 10 .1 4 . 1 4 . 0 1 6 ,4 4 8 27 7 ,0 4 1 9 . 5

P a c i f i c
Washington 4 7 , 5 4 6 . 4 1 1 ,2 7 4 6 , 5 2 1 . 9 2 1 ,6 9 6 2 6 . 0 2 8 . 4 2 3 . 6 12 .2 5 . 0 4 . 7 18 ,3 6 7 9 8 , 0 7 3 7 . 2
Oregon 2 6 , 5 2 8 . 8 1 0 ,0 0 9 4 , 0 4 2 . 0 2 0 , 0 2 7 2 8 . 7 3 0 . 5 2 2 . 3 1 0 .5 4 . 0 3 . 9 1 6 ,7 8 0 24 7 ,5 5 7 7 . 7
C a l i f o r n i a 2 8 9 , 5 8 3 . 8 1 1 , 9 6 8 3 8 , 3 0 8 . 8 2 1 , 5 3 7 2 6 . 3 2 8 . 1 2 1 . 5 12 .1 5 . 7 6 . 4 18 ,2 4 3 10 8 , 2 9 5 8 . 7
Alaska 5 , 6 6 0 . 7 1 3 ,7 4 9 5 0 0 .2 2 8 , 3 9 5 1 8 .3 2 1 . 2 1 8 .4 1 5 .1 1 1 .3 1 5 .7 2 5 , 4 1 4 1 10 ,1 9 3 8 . 6

Source: U.S. Bureau of Census, County & City Data Book, 1983



Table 4-II

PHYSICAL CHARACTERISTICS OF POPULATIONS IN LOTTERY STATES AND ALASKA

1980

Land 
Area 

(Sq Mi)
Total
Persons

Urban
(%)

Males  
Per 100 
Females

18 Yrs
and
Older

Median
Age

Total
House­
h o ld s

C o l l e g e
E n r o l l ­
ment

25 Years and Older  
Yrs o f  Sch 

12+ 16+ 
Tota l  {%) (%)

New England 
Maine 3 0 ,9 9 5 1 , 1 2 4 , 6 6 0 4 7 . 5 9 4 . 4 8 0 3 ,2 7 3 3 0 . 4 3 9 5 ,8 1 4 4 5 , 7 6 4 '-.61,840 6 8 . 7 1 4 . 4
Mew Hampshire 8 , 9 9 3 9 2 0 ,6 1 0 5 2 . 2 9 5 . 0 6 6 2 ,5 2 8 3 0 . 1 3 2 3 ,4 9 3 5 0 , 3 4 4 5 4 1 ,9 5 3 7 2 . 3 1 8 .2
Vermont 9 , 2 7 3 5 1 1 ,4 6 5 3 3 . 8 9 4 . 9 3 6 6 ,1 3 8 2 9 . 4 17 8 ,325 2 9 , 7 0 3 2 9 5 ,0 5 1 7 1 . 0 1 9 .0
M a s s a c h u s e t t s 7 , 8 2 4 5 , 7 3 7 , 0 3 7 8 3 . 8 9 0 . 8 4 , 2 4 6 , 6 4 8 3 1 . 2 2 , 0 3 2 , 7 1 7 4 1 5 ,8 9 7 3 , 4 6 3 , 2 5 6 7 2 . 2 2 0 . 0
Rhode I s la n d 1 ,0 5 5 9 4 7 ,1 5 4 8 7 . 0 9 1 . 0 7 0 4 ,3 0 3 3 1 . 8 3 3 8 ,5 9 0 6 4 , 1 2 8 5 7 5 , 2 4 3 6 1 . 1 1 5 . 4
C o n n e c t i c u t 4 , 8 7 2 3 , 1 0 7 , 5 7 6 7 8 . 8 9 3 . 1 2 , 2 8 4 , 6 5 7 3 2 . 0 1 , 0 9 3 , 6 7 8 177 ,255 1 , 9 0 0 , 1 6 4 7 0 . 3 2 0 . 7

Middle A t l a n t i c
New York 4 7 , 3 7 7 1 7 , 5 5 8 , 0 7 2 8 4 . 6 9 0 . 5 1 2 , 8 7 0 , 2 0 9 3 1 . 9 6 , 3 4 0 , 4 2 9  1 , 0 7 6 , 1 3 3 1 0 , 7 2 1 , 0 1 2 6 6 . 3 1 7 .9
New J e r s e y 7 , 4 6 8 7 , 3 6 4 , 8 2 3 8 9 . 0 9 2 . 2 5 , 3 7 3 , 9 6 2 3 2 . 2 2 , 5 4 8 , 5 9 4 3 8 4 ,8 8 5 4 , 5 0 4 , 2 4 7 6 7 . 4 1 8 . 3
P e n n s y lv a n ia 4 4 , 8 8 8 1 1 , 8 6 3 , 8 9 5 6 9 . 3 9 1 . 9 8 , 7 4 0 , 5 9 9 3 2 . 1 4 , 2 1 9 , 6 0 6 5 5 0 ,7 8 6 7 , 2 4 0 , 2 4 4 6 4 . 7 1 3 . 6

East  North Cent .
Ohio 4 1 , 0 0 4 1 0 , 7 9 7 , 6 3 0 7 3 . 3 9 3 . 5 7 , 7 0 3 , 3 1 0 2 9 . 9 3 , 8 3 3 , 8 2 8 5 1 4 ,1 0 5 6 , 2 9 1 , 6 6 7 6 7 . 0 13 .7
111 i n o i s 5 5 , 6 4 5 1 1 , 4 2 6 , 5 1 8 8 3 . 3 9 4 . 0 8 , 1 8 3 , 4 8 1 ? 9 . 9 4 , 0 4 5 , 3 7 4 6 1 7 ,7 5 9 6 , 6 7 8 , 7 5 9 6 6 . 5 1 6 . 2
Michigan 5 6 , 9 5 4 9 , 2 6 2 , 0 7 8 7 0 . 7 9 5 . 2 6 , 5 1 0 , 0 9 2 2 8 . 8 3 , 1 9 5 , 2 1 3 531,671 5 , 2 5 4 , 0 4 0 6 8 . 0 1 4 .3

South A t l a n t i c
Delaware 1 ,9 3 2 5 9 4 ,3 3 8 7 0 . 6 9 3 . 1 4 2 7 ,7 4 3 2 9 . 8 207 ,0 8 1 3 4 , 2 8 6 3 4 4 ,6 5 7 6 8 . 6 1 7 .5
Maryland 9 , 8 3 7 4 , 2 1 6 , 9 7 5 8 0 . 3 9 4 . 0 3 , 0 4 9 , 4 4 5 3 0 . 3 1 , 4 6 0 , 8 6 5 2 5 6 ,8 7 2 2 , 4 9 9 , 0 9 6 6 7 . 4 2 0 . 4
Wash. D.C. 63 6 3 8 ,3 3 3 1 0 0 .0 8 6 . 1 4 9 4 ,8 4 2 3 1 . 1 2 5 3 ,1 4 3 5 9 ,3 0 2 3 9 8 , 6 5 3 6 7 . 1 2 7 . 5

Mountain
Colorado 103 ,595 2 , 8 8 9 , 9 6 4 8 0 . 6 9 8 . 5 2 , 0 8 1 , 1 5 1 2 8 . 6 1 , 0 6 1 , 2 4 9 17 9 ,073 1 , 6 6 3 , 8 9 1 7 8 . 6 2 3 . 0
Ar izona 113 ,505 2 , 7 1 8 , 2 1 5 8 3 . 8 9 6 . 9 1 , 9 2 6 , 7 2 8 2 9 . 2 9 5 7 ,0 3 2 17 9 ,503 1 , 5 5 8 , 8 9 1 7 2 . 4 17.4

P a c i f i c
Washington 6 6 ,5 1 1 4 , 1 3 2 , 1 5 6 7 3 . 5 9 8 . 7 2 , 9 9 2 , 7 9 6 2 9 . 8 1 , 5 4 0 , 5 1 0 2 4 3 ,0 0 4 2 , 4 3 9 , 4 1 7 7 7 . 6 1 9 .0
Oregon 9 6 , 1 8 4 2 , 6 3 3 , 1 0 5 6 7 . 9 9 7 . 0 1 , 9 1 0 , 0 4 8 3 0 . 2 9 9 1 ,5 9 3 149 ,4 0 0 1 , 5 7 9 , 8 4 1 7 5 . 6 1 7 .9
C a l i f o r n i a 156 ,299 2 3 , 6 6 7 , 9 0 2 9 1 . 3 9 7 . 2 1 7 , 2 7 8 , 9 4 4 2 9 . 9 8 , 6 2 9 , 8 6 6  1 , 7 2 0 , 0 8 7 1 4 , 0 4 3 , 9 8 6 7 3 . 5 1 9 .6
Alaska 5 7 0 ,8 3 3 4 0 1 ,8 5 1 6 4 . 3 1 1 2 . 8 2 7 1 ,1 0 6 2 6 . 1 13 1 ,4 6 3 1 8 ,7 7 8 2 1 1 ,2 9 7 8 2 . 5 2 1 .1

Source: U.S. Bureau of Census; County & City Data Book, 1983



So far we have only looked at the first two marketing conditions 
listed above; the economic and physical characteristics of the popula­
tion of Alaska in relation to other lottery states. The third market­
ing condition needing examination is how the population of Alaska is 
concentrated and/or dispersed.

Alaska is unique in its vastness with over one-half million square 
miles of land, 3.7 times the area of the next largest lottery state, 
California, and 541 times the size of Rhode Island, the smallest 
lottery state (excluding DC). However, as we saw in Table 2-11, 
Alaska is quite urban; twice as urban as Vermont, and only 36% less 
urban than Wash. D.C. with 100% of its population living in urban 
areas. When we examine the degree to which the population in Alaska 
is concentrated we find that there exists similarities with some of 
the other lottery states. These states are the relatively large 
western states of Arizona, Colorado, Oregon and Washington. Table 
5-II and maps of these states following Table 5-II illustrate this 
similarity in population concentration in marketing terms.

As Table 5-II illustrates, each of these states has one marketing area 
which contains approximately one-half of the states total population. 
This area has been identified as the primary marketing area for that 
state. In addition, each of these states has from one to three other 
major marketing areas within the state which, when combined with the 
primary marketing area, contain approximately 80% of the state's total 
population. The conclusion made from this comparison is that these 
states would be reasonable candidates for use as a comparative model 
to help predict possible revenue levels for an Alaskan lottery.

The three western states with lottery history at this time are Ari­
zona, Colorado and Washington. Of these states the most similar to 
Alaska is Colorado, with the same pattern of population concentration 
(one primary marketing area and two additional major marketing areas). 
Colorado is also a very close match with its percentages of total 
population in these marketing areas very similar to Alaska's.

Also included is a map of Vermont, a state often used as an example to 
compare with Alaska for projections of lottery revenue because its 
total population size is similar to Alaska's. Three factors should be 
considered to illustrate why Vermont is not a reliable example for 
this comparison. Note that although Vermont's population is about the 
same as Alaska's, there is only one city, Burlington, with over 25,000 
people. Also not that 66.2% of Vermont's total population lives in 
rural settings (Table 4-II); only 35.7% of Alaska's population lives 
in rural settings (Table 4-11). Vermont lacks the population ccncen- 
tration/s necessary for effective marketing of lottery products. 
Last, note that Vermont is surrounded by larger lotteries of New 
Hampshire, Massachusetts, New York and Quebec; Vermont residents have 
until recently been able to easily access all of these high prize 
lotteries.



Table 5-II

WESTERN LOTTERY STATES MARKETING AREAS COMPARISON 
(1980 U.S. Census Data)

Total Prim Mkt PMA I Maj Mkt MMA %
State County___________ Pop Area Pop of St Area Pop of St

AK Anchorage 
Mat-Su 
Kenai Pen.

174,431
17,816
25,282 217,529 54.1

* Fbnks-NS 53,983

Juneau 
Ketchikan 
Si tka 
Wrang-Pet

19,528
11,316
7,803
6,167 316,326 78.7

AZ Maricopa
Pinal

1,509,052
90,918 1,599,970 58.9

Pima 531,443 2,131,413 78.4

CO Denver
Adams
Arapahoe
Douglas
Boulder
Jefferson

El Paso 
Pueblo

492.365
245,944
293,621
25,153

183,625
371,753

309,424
125,972

1,622,461 56.1

Lari mar 
Weld

149,184
123,438 2,330,479 80.6

WA King
Kitsap
Pierce
Snohomish
Thurston

Clark

1,269,749
147,152
485,643
337,320
124,264

192,227

2,364,128 57.2

- Spokane

Yakima

341,835

172,508 3,070,698 74.3

OR Clackamas
Multnomah
Washington
Marion

Lane
Linn
Benton

241,919
562,640
245,808
204,692

275,226
89,495
68,211

1,255,059 47.7

Jackson 132,456 1,820,447 69.1

Source: U.S. Census Bureau; County & City Data Book, 1983
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The fourth, and last, marketing factor listed above was that of unique 
conditions affecting a particular market. There are several obvious 
and some not-so-obvious conditions present in some of the currently 
operating lottery states which impact their sales.

Small states with large populations in the East have an advantage over
large less populated states with regard to the physical marketing of
their lottery product.

People in the northeastern states have experienced a long history of 
exposure to illegal lottery type games and are therefore familiar with 
the concept. They do not have to be educated about how lotteries are 
played.

Those least successful lottery states of Vermont, Maine, New Hampshire 
and Rhode Island are surrounded by the neighboring giant lottery 
states of Pennsylvania, Massachusetts, Connecticut, New York and New 
Jersey. The convenience of buying lottery tickets from the large 
lotteries, with large prize structures, is such that many resident 
players from these smaller states choose to buy out of state. Why 
spend $1 on a chance to win $500,000, when the same $1 will buy a
chance to win several million dollars? This will likely change in the
near future with the implementation of the Tri-State Lottery partner­
ship of Maine, Vermont and New Hampshire, and the recent (May '85) 
reversal in federal law interpretation by the U.S. Postal Service 
resulting in a ban on subscription lottery sales across state lines.

Alaska is unique in the fact that it experiences a tremendous annual 
influx of tourists, in comparison to its resident population estimated 
to reach 533,000 in 1985 . This tourist influx is large in the sense 
of its total volume, 776,600 projected for CY 86 , and as percentage 
of the resident population, 147.5%. In addition to the number of 
tourists, a significant number of airline and cruise ship crews, a 
total of 6,000 , are effectively part-time residents of the state. 
This situation is unique to Alaska, and of the lottery states only 
Colorado experiences a similar condition, although to a much lesser 
degree. These additional people would affect lottery sales Alaska in 
a positive direction.

2
Alaska Department of Labor, Research and Analysis, (Draft) Alaska 
Population Overview, 1985: "If the in balance of migration to Alaska 
during 1984-85 were to be zero, which seems unlikely, the 1985 
population of the state should reach 533,000 due to natural increase 
alone."

3
Alaska Department of Commerce and Economic Development, Division of 
Tourism.

4
The McDowell Group (cruise ship crews), and telephone survey of 
major Anchorage hotels (airline crews).
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Alaska Compared to Colorado

Information contained so far in this discussion provides a basis for 
reasonable conclusions regarding a method to estimate probable net 
revenue for an Alaskan lottery. Although Alaska shares similarities 
with the most successful lottery states (economic and physical compo­
sition of its population), our population size does not reasonably 
allow for a direct comparison with these states. Likewise, although 
our population size compares with some of the least successful lottery 
states, other marketing factors; our degree of urban versus rural 
population, our degree of population concentration, the lack of 
accessible neighboring lotteries, and the economic and physical 
composition of our population; does not allow for a direct comparison 
with these states.

One lottery state, with a three year lottery income history, does have 
a number of similar characteristics to Alaska and qualifies as a 
reasonable model for generating revenue projections. Colorado is 
similar to Alaska in more aspects than any of the other lottery 
states.

A review of Table 2-II and the discussion pertaining to it illustrates 
that Colorado provides a basis for conservative comparisons from a per 
capita, family and household economic perspective. It provides for a 
very close comparison from the perspective of educational level of the 
populations. And when including the information from Table 5-II with 
columns H, I and J from Table 2-11, Colorado is a good match with 
Alaska regarding comparisons of the urban nature and population 
concentration patterns of the two states, as well as the male to 
female ratio and population over eighteen years of age factors.

Alaska Lottery Income Projections

Using an average of Colorado s last three years per capita net income, 
$17.01 (Table l-II), as a probable per capita income for Alaska will 
give a reasonable, conservative estimate for annual profit from an 
Alaskan lottery.

A second projection, using an average median per capita income from 
all lottery states for the last three years, $26.07 (Table l-II), will 
provide a second, possibly less conservative and more simplified 
projection for Alaska.

A population factor of 730,000 for Alaska has been determined to be 
most useful for computing a probable FY 87 net profit, should Alaska 
implement a state operated lottery by July, 1986. This population 
factor is based on the assumption that tourists to the state would 
play a lottery with much more frequency than the average for the 
state. Tourists are here to be entertained and they have the money to 
spend (82% of the visitors to,Alaska in 1983 had household incomes 
over $20,000, 25% over $60,000 ). However, since tourists are in the 
state for an average of only 16.8 nights (this represents more than

- 27 -



10.8 million person-nights per year spent in the state) a factor must 
be based on their short duration here. Therefore, an assigned factor 
of .25 is used as an approximation of their lottery play, compared to 
residents with a factor of 1.0. Likewise a factor of .50 is used to 
approximate the frequency of lottery play by crev/s from the airlines 
and cruise ships, who spend about one-fourth of the year in Alaska.

We now have enough information to compute a projection for an annual 
profit from operation of an Alaskan lottery.

Population Base Number Factor Total

Alaska Total Population (Est. 1985): 533,000 x 1.00 = 533,000
Alaska Tourist Volume (Est. 1986): 776,600 x .25 = 194,150
Cruise Ship and Airline Crews (1985): 6,000 x .50 = 3,000

Total Effective Population 730,150

Using this "effective population" figure and the two per capita profit 
amounts, one from Colorado ($17.01) and the other from a national 
average ( $26.07), an expected range of total net revenue for Alaska 
can be determined.

Alaska Total Effective Population 730,150
Colorado '83-'85 Average Per Capita Profit x $17.01

Estimated Alaska Net Revenue (low) $12,419,851

2. Alaska Total Effective Population 730,150
National '83-'85 Average Per Capita Profit x $26.07

Estimated Alaska Net Revenue (high) $19,035,011

An Alaska lottery could expect to generate between $12.4 and $19.0 
million in FY 87.

This low end estimate, $12.4 million, is a very conservative figure 
when we consider that it is based on the Colorado lottery which is 
restricted to only operating instant games. A parallel comparison to 
this restriction would be to restrict a jewelry store to only selling 
gold jewelry. There is a large market for gold jewelry, but it's only 
a percentage of the total market.

The high estimate, $19.0 million, is a fairly realistic estimate, and 
is only dependent on how freely the enabling legislation for an Alaska 
lottery allows it to respond to the market.

Overview, Alaska Traveler Survey and Visitor Industry Analysis 1983; 
Dept, of Commerce and Economic Development, Div. of Tourism PART

5
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III : SOCIAL IMPACTS OF LOTTERIES

The five questions mosts often asked regarding lotteries social impact 
are:

1. What affect do state lotteries have on the "poor?"

2. What affect do state lotteries have on the "less educated?"

3. How do lotteries affect the incidence of compulsive gambling?

4. Does winning disrupt the lives of winners of larqe cash prizes?

5. Do lotteries cause a negative economic drain on rural communities?

Questions 1 and 2:

The meet often raised objection to state operated lotteries is that 
people from lower income households and/or the less educated buy a 
disproportionate amount of lottery tickets. The implicit suggestion 
is that a lottery should be prohibited in order to protect the "poor" 
and "less educated." As a matter of empirical fact, it is simply 
unt.rue that the poor and/or less educated buy lottery products dispro­
portionately to their percentage of the population.

Research has been conducted in every state with a lottery operating 
for over one year regarding these questions (#1 & #2), and the conclu­
sion is always the same; the poor and less educated play the lottery 
to a lesser degree than their proportion of the population.

Some comments from a sampling of the numerous studies conducted 
follow. Please bear in mind that every statement to follow is based 
upon statistical evidence, not opinion.

Colorado: Chart l-III, below, is comprised of two bar graphs. The
top graph represents the income group's percentage of the Colorado 
population. The bottom graph represents an index of lottery partic­
ipation by the income group. Where the bar is above zero, that group 
plays the lottery more .than their relative proportion in the popu­
lation, and vice versa.

1 Chart reproduced from "Colorado Lottery Facts", Oct. 1983, included 
in the Report to the Colorado Legislature by the Lottery, dated Dec. 
6, 1983.
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Chart 1-Ili 

COLORADO LOTTERY PLAYER

% 30 

of 15 

Pop. 0
0 - 5  5 - 1 0  10-15 15 -2 5  2 5 - 3 5  3 5 -5 0  50+

Income in Thousands of $

+ 2 0

I

n
d 0
e
x

- 2 0

T P5 6 -1 0  10-15 1 5 -2 5  25 -3 5  3 5 - 5 0  50+ 
Income in Thousands of $

As the chart dramatically shows, the lower income groups play the 
Colorado Lottery substantially less than their proportion in the 
population. The Colorado Lottery explained the methodology of their 
analysis and also commented generally on this issue.

"Analysis of the winners in lottery games is a statistically perfect 
sampling of the players. During each year, several state lotteries do 
research on the profile of their players through analysis of winners' 
age, income, occupation, sex, residence, and lifestyle. Every study 
conducted in the legal lottery business in North America has shown 
that the bulk of the lottery tickets are purchased by middle income 
consumers. Typically, most tickets are bought by persons between the 
ages of 35 and 54 although the play of the lotteries ranges in age 
from 18 to over 65 .  In addition, although the range of players runs 
from low income to high income, the majority of the tickets are 
purchased by persons whose household incomes are between $12,000 and 
$ 3 6 , 0 0 0 .  Research in Colorado indicates that the average education 
and income of the players are higher than the national average. Even 
low income players play the lottery from their discretionary income,
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low income players play the lottery from their discretionary income, 
that is to say, even low income persons purchase lottery tickets on a 
competitive basis with their purchase of candy, movies and softdrinks. 
An average of 90<t a week played on the lottery, while being a higher 
percentage of the discretionary income of a low income perspn than it 
is in a middle income person, is still a minor decision..."

The results of the Colorado studies are confirmed by numerous other 
studies about the income levels of lottery players in other states.
For example:

Arizona: An independent study concluded that I'the poor are dramatic­
ally underrepresented among lottery players."

Deleware; 89% of the buyers of "Daily Numbers" lottery tickets had an 
annual family income in excess of $10,000. The median family income 
of players was $19,200 a year, while the median income of non-players 
was $18,200 a year.

Illinois; People with incomes below $11,000 only participated in 
lotteries about 75-78% of their percentage of the population.

Maine; Studies "conclusively demonstrate that it is the middle income 
segment of the population that is the primary market for lotteries... 
[T]he poor (under $5,000 in income) are extremely underrepresented 
among lottery players."

Illinois, Michigan, New Jersey, New York, Pennsylvania; An analysis 
of the household income profiles of over 6.5 million winners estab­
lished that "the poor participate in the state lottery games at levels 
disproportionate>y less than their percentage of the population."

2
"Colorado Lottery Fact Sheet", Oct. 1983, p.8, included in Report, 
op. cit. fn. 1.

3
"Using Demographics to Increase Lottery Sales", G.E. Shippee, D.J. 
Schwartzman, K. Reynolds, Public Gaming Magazine, Aug.1983. See 
also, "Analysis of Sales Data of Lotteries", July 1983, Scientific 
Games, Inc., cited in Public Gaming Magazine, Dec. 1983, p.29 
(hereafter "Analysis"), and Time, May 28, 1984. p.42.

4
Report by Dr. Keiser, University of Delaware, College of Business 
and Economics, 1979.

5 Public Gaming Magazine, Jan. 1982, p.33, Table II.

^ "Analysis," op.cit., fn. 3.

7 "The Myth of the Poor Buying Lottery Tickets", by Dr. J.R. Koza, 
Public Gaming Magazine, Jan 1982, at p.40.
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Hashingtorr, An analysis of all players in the lottery during the 1983 
reporting period indicated the group wlru:h played the lottery the 
least was the under-$10,000 income range.

These are only a sampling of the numerous studies on this issue.

The Louisiana legislature, after conducting an extensive investigation 
on this issue and an analysis of the numerous available studies, 
concluded: "The overwhelming majority of studies conducted in this 
country illustrate that the poor patronize the lottery in numbers 
proportionately less than their numerical presence in any 
community."

Similar conclusions have even been admitted by lottery critics. The 
Berean League of Minnesota, a self-described coalition of concerned 
Christians, admitted in an extensive paper submitted to the Minnesota 
legislature, in opposition to pending lottery legislation, that "Poor 
people do not play the lottery out of proportion to their percentage 
of the population (the evidence shows that they play less than their 
percentage of the population)...[Njothing has surfaced to question the 
accuracy of the studies that the poor play the lottery... less than 
other segments of the population."

The Illinois, Michigan, New Jersey, New York, & Pennsylvania study 
took an additional step in the analysis of data collected from its 
over 6.5 million winners of large prizes. Relative level of sales 
were studied to determine if there were any correlations between heavy 
lottery players and household incomes. New York was chosen for this 
study because its household income profile for lottery game players 
was most representative of the average of the five states involved. 
Data for this analysis was collected from seventeen $1 instant games 
in New York. Areas were designated as having "below-average" sales if 
the sales index for that zip code averaged 25% or more below the 
statewide level. An area was designated as having "above-average" 
sales if the sales index averaged 25% or more above the statewide 
level. The remaining areas were considered "average." This approach 
placed about 24 percent of the New York population into above-average 
sales areas, about 43 percent into average sales areas, and about 33 
percent into below-average sales areas.

Having thus divided the state into three distinct categories based on 
the actual occurrence of recorded lottery winners (and hence players), 
the household income distribution for the three categories was examin­
ed. See Table l-III for a presentation of this data in the form of 
indexed numbers.

O
Washington State Lottery 1983 Annual Report.

g
Final Joint Lottery Subcommittee Report, Louisiana Legislature, 
April 5, 1983, p. 27.

10 "The Proposed Minnesota Lottery," Report by the Berean League of' 
Minnesota, 1984,pp. 22, 23.
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Table 1-IIJ

INDEXED HOUSEHOLD INCOME DISTRIBUTION 
(Above-Average, Average & Below-Average Sales Areas of 

17 $1 Instant Lottery Games, New York State)

ANNUAL HOUSEHOLD INCOME 
(In 1980 Dollars)

Over $34,000- $23,000- $18,000- $11,000- $6,700- Under
$56,000 $56,000 $33,999 $22,999 $17,999 $10,999 $6,700

+ Ave. 105 128 120 99 83 75 75
Average 158 139 109 90 83 75 79
- Ave. 140 94 81 89 111 116 113

The income profile for the areas of the state having above-average 
sales have a relatively higher representation of high-income house­
holds. The same is true for of the areas of the state having average 
sales. For example; households with an income above the $56,000 (1980 
dollars) range have an index value of 158 in the "average sales" level 
areas. This means that this level income household occurs at a rate 
58% higher than in the state as an average.

However, for the areas of the state having below-average sales, the 
income distribution is bi-modal. It contains the "poor" and it also 
contains a significant representation of very high income people. The 
main point, however, is that the lower-income categories are relative­
ly underrepresented in both the average and the above-average sales 
areas and that the lower-income households are overrepresented only in 
the below average sales areas.

Thus, using this slightly different perspective, the conclusion is 
again the same. Namely, that the poor participate in the lottery 
games at a disproportionate rate as compared to their percentage of 
the population.

Most analysis and comment from the studies conducted by states operat­
ing lotteries include educational levels as well as household income 
issues. These studies indicate similar conclusions with regard to 
education levels of those playing lotteries; the less educated play 
lotteries proportionately less than they are represented in the total 
population.

"Myths", Public Gaming Magazine, Dec. 1983, pp. 28-33; and "Roses 
and Thorns of State Lotteries", by Bill Curry, State Legislatures 
Magazine, March 1984, p. 31-36.

- 33 -



The Washington State Lottery found that residents with 1 - 3  years of 
college were overrepresented in lottery play to a degree significantly 
exceeding that of any other educational group. Based on an index of 
100, those in this category reached index levels as high as 141. 
Conversely, those with eight years of education or less were severely 
underrepresented, with indices ranging from 68 down to 43.
Final figures for FY 83 in Washington showed residents with 13 - 15 
years of education totaling out at an index of 1 2 0 , with those with 
eight years of educatioruor less playing at an index rate of 56, the 
lowest of any category.

A study of six western counties of Washington state by KIRO Broadcast­
ing, Inc. found that 78 percent of the lottery players had 12 or more 
years of education.

The Arizona Lottery also tested for educational level of its players. 
In every case, the median educational level of players exceeded that 
of Arizona residents overall.

Pennsylvania contracted with Opinion Research Corporation to use the 
"low, average and heavy play" analysis procedure described above for 
New York. They found that in the "heavy play" group - the group 
showing the most interest in.the lottery - only 9.8 percent had less 
than a high school diploma.

Again, these are only a sampling of survey results all stating the 
same conclusion - the less educated segments of the population in 
lottery states play lottery games less than they are represented in 
the total population of their state.

These conclusions are no surprise to those who view lotteries as a 
business operated for profit. The tremendous growth in both lottery 
participation and profit to those states operating them could never be 
generated by a dependency on the poor and under-educated. This 
segment of our population simply does not constitute a large enough 
percentage base to target marketing efforts. The majority of the 
population in most states lives in middle income households and has a 
higher than median education level. This is the natural market.

12
Washington State Lottery, 1983 Annual Report

13
"Using Demographics to Increase Lottery Sales", G.E. Shippee, D.J. 
Schwartzman, K. Renolds, Puolic Gaming Magazine, Feb. 1983.

14
Pennsylvania Study for the Bureau of State Lotteries, Opinion 
Research Corporation, Princeton, NJ, 1981.



Question number 3:
How do lotteries affect the incidence of compulsive gambling?

Studies done thus far have shown the compulsive gambler to be someone 
who by nature seeks avenues other than state lotteries to satisfy his 
or her need for gambling; state lotteries do not provide what a 
compulsive gambler needs for gratification.

Dr. Robert Custer, acting director of mental health for the Veterans 
Administration in Washington D.C. and medical advisor to the National 
Council on Compulsive Gambling, has done extensive research into the 
incidence and treatment of compulsive gambling, and is widely recog­
nized as an expert on the subject. Custer contends that state lot­
teries do not provide a sufficient outlet for a compulsive gambler to 
either alleviate withdrawal symptoms or to experience any sustained 
euphoria generated by most other types of gambling. Custer said that 
of the compulsive gamblers he has treated at the V.A., 20% have fallen 
into each of four different categories: addiction to horse race 
betting, casino games(not casinos in particular, but games associated 
with them such as craps and card games), illegal sports betting, and 
stock options and commodities. The remaining 20% is divided among 
all other forms of gambling, lotteries only amounting to perhaps 2%. 
Of compulsive gamblers, Custer said lotteries are "not their style," 
because play is too slow. "The shorter the interval between the time 
you place your bet and when you collect, the more addictive," adding 
that, "any game involving a waiting period for the outcome and/or 
collection of winnings, such as lotteries, does not sustain a compul­
sive gambler, ..." Two key elements that compulsive gamblers need for 
satisfaction are some feeling that s/he has an "edge" or privileged 
information regarding the bet, and that some element of skill plays a 
part in the outcome. Neither of these exist with state lotteries.

"I think winning is a lot more stimulating than we realize," said 
Custer. "Particularly winning amounts ranging from a fourth to a half 
of one's income. That's one of the things about the lottery that I've 
never been very concerned about, because people don't win big that 
often. There are a lot of $1 and $2 winners, but very few million 
dollar winners."

Custer states that no data exists supporting the contention that 
lotteries increase compulsive gambling.

A study for the New Jersey Lottery, supervised by Dr. Peter Carlton of 
the New Jersey College of Medicine and Dentistry, reached basically 
the same conclusions as did Custer's research; no cause-and-effect 
relationship was established showing lotteries to cause compulsive 
gambling, the same physiological changes were noted in gamblers as 
with the V.A. research. These results show that lotteries simply 
don't offer enough "action" to satisfy the needs of a compulsive 
gambler. A totally different environment of lottery-playing, as

^  "Do Lotteries Increase Compulsive Gambling?1', The Lottery Journal, 
Vol. 1, No. 2, p. 22 & 58.
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opposed to other types of gaming, exists for state lottery participa­
tion. Lottery playing does not require a contained environment with a 
high degree of social interaction, as is found with other gaming 
activities. The decision to participate in a lottery game usually is 
an afterthought from some other activity,

John D. Quinn, Director of the New York State Lottery, and past 
president or the National Association of State Lotteries says that 
during hie tenure as director of the N.Y. Lottery over 2 billion 
tickets have been sold and he has not received one phone call or 
letter saying.a wife or husband "had spent the bread or milk money on 
the lottery."iD

16 " M y t h s " ,  o p . c i t . , f n .  1 1 ,  pp 3 9 - 4 1 .
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Question number 4:
Does winning disrupt the lives of winners of large cash prizes?

The results of a survey by the Ontario Lottery Corporation, updated 
through November of 1983, indicate that the lifestyles of the over­
whelming majority of the lottery's jackpot winners changed little 
after their windfalls.

This survey of 870 people who won between $7,000 and $ 1 million in the 
lottery indicated that the overwhelming majority of the big-money 
winners kept their jobs and stayed in the same house. Few were 
bothered by adverse publicity or bothersome requests for donations.

Of the winners responding to the survey, 91.4% of those employed kept 
their job. Eight of the 25 winners of $500,000 or more continued to 
work. Most of the winners bank their money, and few indulge in 
spending sprees. Only 2.2% spent the bulk of their winnings on 
luxuries. Twenty-five percent bought a new car, and only 22.6% took 
vacations. More than two-fifths of those winning large prizes, 40.8%, 
shared their good fortunes with family, friends and charities.

Ninety percent of the winners were not subjected to calls and letters
begging for money, and 70% of those who were contacted did not consider 
the solicitations a problem.

Most of the big winners have not been bothered by media attention. Of 
those responding to the survey 90.1% said media treatment of their 
good luck had been fair and courteous.

Surley examples exist which illustrate that lives have been changed by 
the winning of large amounts of money, some of these changes would be 
considered positive and some negative. However, the statistics 
available, when considering broad cross-sections of winners, indicate 
that the majority of winners are not negatively affected. Ms. Mary 
Faulk, Director of the Washington State Lottery, puts it very well in 
her statement, "The lottery by design is open to maximum scrutiny by 
the public at all times. Our credibility is the first product we sell 
to the public. Identification of winners is an important responsibil­
ity to all our players. We feel that the media has shown responsible
constraint in their handling of winners. Our winners have accepted 
this exposure with grace, because they recognize the public's right to 
know."

The administration of most lotteries use a prize award structure that 
makes payments to large winners over an extended time period; i.e., 
$1,000 per month for life. This is financially advantageous to the 
state and to the winner, and helps prevent the possible disruption of 
a winners life with a $ 1 million dollar check.

"Lottery Winner Research Indicates Life As Usual", Wendy Horne, 
Ontario Lottery Corporation.
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Question No. 5:
Do lotteries cause an economic drain on rural communities?

This question is asking if it appears likely that a state run lottery 
will result in the residents of small remote communities spending an 
amount of their available cash to a degree exceeding the benefits 
these same communities would receive from the expenditures of lottery 
profits. Three additional questions must be examined to provide an 
answer to this concern of economic impact on rural communities:
1. How many communities and what population base is of concern?
2. What spending level for lottery products is likely to occur?
3. What level of benefits will these communities likely receive from

the operation of a state lottery?

A conservative analysis, considering "worst case" possibilities for 
lottery expenditures by rural community residents and reasonable 
assumptions regarding benefits received from probable state lottery 
profits, indicaces that a state operated lottery would jiojt cause an 
economic drain on rural communities. In fact, the opposite is true.

For purposes of this discussion the term "rural community" is defined 
as a community of 2000 or less people. Alaska has a total of 262 
communities of this size with a total population of 70,286, or 13.44% 
of the state's total population (see Table 2-111).

Individual spending on lottery products will be directly proportional 
to the degree to which residents of these communities would have 
access to lottery products. This access would only exist through 
state licensed lottery product retailers. Only qualified "viable 
businesses" would be issued lottery sales licenses upon application. 
A "viable business" is defined as one which would likely meet the 
qualifications established by a state lottery as necessary to be 
licensed as a lottery product retailer.

The Alaska WIC Program (Special Supplemental Food Program for Women, 
Infants, and Children) has been selected as a means to identify the 
number of probable "viable businesses" in rural communities. The WIC 
program is a state subsidized health and nutrition program for preg­
nant women, breastfeeding mothers, infants, and young children.
The state provides subsidies for foods and other health needs pur­
chases by its participants to the retailers participating in the 
program. This program has been selected for analysis on the assump­
tion that its retail participants are considered by the state as 
"viable businesses" meeting WIC's vendor qualifications.

A review of the total number and locations of WIC vendors (see Table 
3-111), provides the following items of information. It appears that 
a community population of more than 100 is necessary to support the 
operation of a retail store, the most common form of rural business 
(only 4.55% of communities of less than 100 have WIC qualified ven­
dors). Eighty eight rural communities, comprising .98% of the state's 
total population or 5100, do not have the population base to support 
retail enterprises. At least some of the businesses in communities 
over 100 will not desire to be qualified as lottery
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Table 2-1II

1984 ALASKA POPULATION ESTIMATES BY COMMUNITY SIZE

A B C D E F
COMMUNITY SIZE # TOT. POP. % of AK # WIC % SVD.

0 - 50 37 1,266 0.24 0
51 - 100 51 3,834 0.73 4 7.8

101 - 150 23 2,881 0.55 3 12.5
151 - 200 24 4,087 0.78 7 29.2
201 - 250 23 5,194 0.99 10 43.5
251 - 300 19 5,252 1 . 0 0 4 19.1
301 - 400 23 7,883 1.51 10 43.5
401 - 500 23 10,370 1.98 2 1 91.3
501 - 600 18 9,821 1 . 8 8 10 55.6
601 - 700 8 5,242 1 . 0 0 7 37.5
701 - 800 2 1,509 0.30 2 1 0 0 . 0
801 - 900 4 3,448 0 .6 6 5 1 0 0 . 0

1,001 - 1,500 4 4,690 0.90 4 1 0 0 . 0
1,501 - 2,000 3 4,809 0.92 1 33.3
2,001 - 2,500 4 9,424 1.80 6 1 0 0 . 0
2,501 - 3,000 2 5,892 1.13 4 10 0 . 0
3,001 - 3,500 4 13,066 2.50 6 1 0 0 . 0
3,501 - 4,000 2 7,462 1.43 4 1 0 0 . 0
4,001 - 5,000 1 4,850 0.93 3 1 0 0 . 0
5,001 - 8,000 1 7,611 1.46 3 10 0 . 0
9,001 - 15,000 2 21,446 4.10 8 1 0 0 . 0

15,001 - 25,000 2 47,100 9.01 1 1 1 0 0 . 0
25,001 - 50,000 1 25,791 4.93 4 1 0 0 . 0
50,001 - 75,000 1 62,175 11.89 9 1 0 0 . 0
75,000 - 250,000 1 243,829 46.62 36 1 0 0 . 0
BCSA's (Table 3-III) 4,116 0.78 0
Total 283 523,048 10 0 .0 0 180

Source: Alaska Department of Labor, Research and Analysis; (Draft)
Alaska Population Overview, 1985; Table IV.2.

Alaska Department of Health & Social Services; Special 
Supplementary Food Program for Women, Infants and Children, 
Vendor List, Sept. 1985.

Column Explanations

A. Self explanatory.
B. Number of communities within the size indicated in column A.
C. Total population of all the communities within that size group.
D. Percent of the total population of Alaska within that size group.
E. Number of WIC vendors serving communities within that size group.
F. Percent of population within that size group served by WIC 

vendors.
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1984 ALASKA POPULATION ESTIMATES FOR COMMUNITIES OVER 2000 

PLACE/S_______________________________________POPULATION_________% of AK.

T a b l e  3 - I I I

Anchorage Borough 
Subtotal

243,829
243,829 46.62

Fairbanks Area 
(Frbnks., Eielson, College, 
No. Pole, & Fox)

Subtotal

62,175*

306,004 58.50

Palmer-Wasilla 
Juneau Bourough 
Kenai-Soldotna 

Subtotal

25,791*
23,729*
23,371*

378,895 72.45

Kodiak Area 
(Kodiak & Kodiak C.6 .B.)

Ketchikan Area 
(Ketch., No. Tongas Hwy. & Saxman) 
Subtotal

11,024*

10,422*

400,341 76.54
Sitka Borough 

Subtotal
7,611

407,952 78.00
Delta Jet. Area 4,850* 

(Delta Jet., Big Delta & Ft. Greely)
Subtotal 412,802 78,92

Bethel
Valdez
Homer
Petersburg
Nome
Adak

Subtotal

3,743*
3,719*
3,373
3,340*
3,184*
3,169

433,330 82.85
Barrow
Seward

Subtotal

2,969
2,923*

439,222 83.97
Wrangell 
Kotzebue 
Cordova 
Dillingham 

Subtotal

2,499*
2,485*
2,356*
2,084*

448,646 85.78
Remainder

(262 places of less than 2 0 0 0) 
Balance of Census Subareas (BCSA's)**

70,286 

r 4,116 523,048 10 0 .0 0
Source: Alaska Department of Labor, Research and Analysis, 

Alaska Population Overview, 1985; Table IV.1.
(Draft)

Population in BCSA included.

** Balance of Census Subareas (BCSA) contain those people living 
outside of defined communities designated as census areas; i.e., 
those living in the Kodiak area but outside of the Kodiak city 
limits.
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retailers or would not qualify upon application. Therefore, it is 
safe to conclude that less than 100% of the people living in commu­
nities of 2000 and fewer will have access to lottery products 
on a day-to-day basis. However, a total of 84 WIC vendors ("viable 
businesses") in 83 rural communities with populations of 101 to 2000 
would provide a probable minimum level of access to lottery products 
for 64.8% of the rural residents.

A maximum level of access to lottery products would exist if each 
rural community of 100 or more persons contained at least one lottery 
retailer. This is a possibility that cannot be discounted because the 
WIC program has not been able to consider service to all rural 
communities, therefore its vendor list may not contain all "viable 
businesses" in these areas.

The access to lottery products in rural communities, and thus the 
probable level of spending on these products, can then be anticipated 
as likely to be within parameters established by this maximum and 
minimum. The maximum case represents a situation in which 100% of the 
population in communities 101 to 2000 residents, or 65,186 people in 
174 communities, would have access to a lottery retailer. The minimum 
case represents a situation in which 64.8% of the rural population, or 
42,261 people, those living in 83 communities over 100 and served by 
the WIC program, would have access to a lottery retailer.

A probable low (maximum access) and high (minimum access) economic 
impact on rural communities can now be projected from lottery sales 
using an '83-'85 national per capita profit in lottery states of 
$26.07 and an assumed state total net revenue of $19,035,011 (from Pt. 
II, page 28). This impact will be a "esult of lottery expenditures by 
residents of these communities compared to the benefits received 
through expenditures by the state from lottery net profits. For this 
analysis it will be assumed that state expenditures are made on an 
equal per capita basis in all communities of the state. That is, a 
community with 5% of the population receives the benefits of 5% of 
state government spending.

Conclusion:
Both the "maximum access" and the "minimum access" case would result 
in a positive economic impact in al1 of the rural communities in 
Alaska. This positive impact would range from a low cf 5.38% to a 
high of 62.54% in the 174 communities with populations of from 101 to 
2000. That is, for every $1 spent on lottery products which leaves a 
rural community, between $1.05 and $1.63 would return in the form of 
state government services and grants from lottery profits. This 
return does not include the 50% of lottery expenditures remaining in 
communities from retail sales commissions and prizes. Eighty eight 
rural communities with populations of less than 1 0 0 , comprising a 
total population of 5,100 (0.98% of the state's population), would 
experience even higher economic benefits, a total of $186,543 or 
$36.58 per capita, because they would receive the same benefits as 
others from lottery profits but would not be likely to make expendi­
tures in a customary form of lottery.
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The following computations corroborate these conclusions.

AK Total Max. Case Min. Case

Population 730,150 65,186 42,221
Nat. '83-'84 Ave. x 26.07 x 26.07 x 26.07

Per Capita Profit
Net Profit (35% of Gross) $19,035,011 $1,699,399 $1,101,744

Gross Profit (100%) $54,385,745 $4,855,425 $3,147,841
Less Prize Payments (45%) - 24,473,585 - 2,184,941 - 1,416,528

$29,912,160 $2,670,484 $1,573,920

$29,912,160 $2,670,484 $1,573,920
Less Commissions (5%) - 2,719,287 - 242.771 - 157,392
$ Leaving Communities $27,192,873 $2,427,713 $1,573,930

$27,192,873 $2,427,713 $1,573,930
Less Admin. Costs (15%) - 8,157,862 - 728,314 - 472,176
Net Profit to Gen. Fund $19,035,011 $1,699,399 $1,101,744

Rural communities would realize benefits from a return of lottery 
profits equal to their percentage of the state population times the 
state net profit, or;

13.44% x $19,035,011 = $2,558,305

The probable maximum and minimum amount of dollars leaving rural 
communities is $2,427,713 and $1,573,920, respectively. The differ­
ences between the negative and positive cashflow are:

$2,558,305 - $2,427,713 (max.) = $130,592 (low); or a 5.38% gain;

$2,558,305 - $1,573,920 (min.) = $984,385 (high); or a 62.54% gain.

Two assumptions which have been made that led to the above conclusions 
merit additional comment. First is, the assumption that rural and 
urban residents would purchase lottery products on an equal per capita 
ratio. As has been illustrated above, a higher ratio of urban versus 
rural lottery purchases results in a high return to rural communities 
in terms of benefits received compared to expenditures made. Market­
ing strategies based on economy of scale will, in all likelyhood, 
focus on the urban areas of the state, not rural communities. This 
will result in lottery products and consumer incentives designed to 
appeal to urban residents and tourists. This will increase the ratio 
of lottery purchases outside of rural areas compared to purchases in 
rural communities to a higher degree than the above illustration 
assumes. The second assumption is that rural communities and urban 
communities receive benefits from state government spending on an 
equal bases. This assumption, again, results in very conservative 
projections with regard to the probable benefits received by rural 
communities.
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PART IV: IMPLEMENTING AND OPERATING A STATE LOTTERY

Enabling Legislation

The experience of the past twenty years of lottery operation in the 
U.S., and the experiences of other governments' lottery operations, 
should be reviewed when considering legislation for an Alaska lottery. 
Most state lottery laws were drafted when the idea of a state lottery 
was a novel concept and little or no practical experience was avail­
able. The resulting legislation contained burdensome language addres­
sing anxiety which stemmed from illusions based on fear rather than 
actual causes for concern. While this approach may have been jus­
tified ten or more years ago, it should have long since been abandoned 
and enabling statutes should now be drafted in light of the available 
record of lottery experience.

The operation of a lottery should be insulated, as far as is possible, 
from the operation of the political process. The following points 
have been recommended by Edward J. Powers, past executive director of 
the New Hampshire Sweepstakes Commission, which started the first 
lottery in the U.S. in 1964, and a founder and past president of the 
National Association of State Lotteries.

1. A state lottery should be established in the form of an indepen­
dent authority (public corporation) rather than as a regular state 
agency. The authority should have its own identity and be responsible 
for its decisions. This is best from a public relations as well as 
from an efficiency viewpoint. It should have the authority to issue 
and present prize checks. It should be able to employ personnel and 
to enter into contracts, within established state procedures, and 
issue its own bid specifications. State purchasing statutes were not 
written with lotteries in mind, and so are not suited to the peculiar 
requirements of lottery management.
If an authority form of entity is not achievable, then, a separate 
commission consisting of members from both the public and private 
sector overseeing a separate department is preferable to a division 
within an existing department.
However, it should be noted that a number of state lotteries are 
currently functioning within another state agency.

2. The lottery agency should be treated like a business as much as 
possible. This is the only way to maximize revenues. It must have 
the flexibility to launch new programs and change marketing strategy. 
It should not be in a budget straightjacket that prevents it from 
making personnel or policy changes.

3. Full public accountability must be required. Periodic reports of 
revenue and expenses must be presented to the governor and the legis­
lature. An annual report should be published for the public and the 
press to review. Some lotteries require that an outside accounting 
agency conduct periodic audits.

4. Security is paramount in every aspect of the lottery. The draft 
legislation should provide the framework for the internal controls
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that are necessary to deter and prevent subversion both from within 
and without. Computer technology permits controls today that were 
unavailable in the past. Most security problems have arisen from 
employees and this emphasizes the need for close pre-employment 
screening. There must be cross-checks and frequent unannounced 
inspections to eliminate temptation.

5. It must be remembered that a state lottery will return close to 40 
percent of total gross revenues to the state, after paying all the 
prizes and expenses. The lottery agency is completely self-supporting. 
Its initial start-up costs will be paid back to the state within a 
matter of months. Details as to lottery operation should not be 
specified in statutes. Legislation should not specify a percentage of 
prizes to be paid, the amount to be spent on advertising, the percent­
age allowed for expenses or the minimum amount to be returned in net 
revenue. State lotteries have proven they are capable of raising 
substantial net revenue. There is no need to set minimum acceptable 
levels of net revenue. Similarly, it is counterproductive to mandate 
the types of lottery games to be operated. These restrictions can 
seriously impede decision-making. It is best to charge the adminis­
trators of the lottery with the responsibility of raising maximum 
revenue from the program.

Experiences of operating lotteries have identified some areas that 
should be addressed in enabling legislation that were not, or if 
addressed were not adequately detailed. For instance, disputed claims 
should be clearly appealable only through state administrative proce­
dures and should not be treated as civil disputes where contract law 
applies. Authority to own, operate and maintain separate data pro­
cessing systems should be given lest a lottery be required to share 
time thereby compromising the lottery's security. Criminal offender 
record information should be available for use in licensing decisions. 
Failure of sales agents to promptly pay proceeds of lottery sales 
after reasonable demand should be a criminal offense.

In summary, legislation should be drafted using the store of lottery 
experience developed in the past and not simply be modeled on existing 
lottery laws adopted when this store of experience was not available. 
Maximum flexibility should be obtained in the original enactment as 
once carved in stone laws are hard, if not impossible, to change. The 
particular areas where governmental restraints are counterproductive 
should be identified and specifically modified or waived as to lottery 
operations.

1 "Editorial Viewpoint", Public Gaming Magazine, Jan. 1982 and Jan. 
1983.
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Interim Funding of a Lottery Agency

Any agency formed to implement a state lottery, no matter what the 
organizational structure is, must be afforded interim funding. An 
accepted "rule of thumb" in gauging the amount to be appropriated is 
$1 for each state resident. A minimum recommendation needed in any 
state, regardless of its population is $1,500,000. The following 
paragraphs describe the time.frames involved in the establishment of 
the lottery's first game and where the money will be needed.

If a lottery bill became effective on July 1 in any year, as an
example, the appointments to the board or commission and the hiring of 
a full time director might take place within the next 30 to 45 days.
If a bid was prepared within the next 30 to 45 days to purchase
tickets for the state's first lottery game and then an award was made 
to a vendor to provide those tickets by mid-October those tickets 
could be delivered in the state by early or mid-December. While all 
of the aformentioned is going on, the board or commission will have 
time to promulgate lottery rules and regulations and the director will 
be forming the lottery administration ... who in turn will help 
license the ticket sales agents throughout the state. By the end of 
December, or six months after the effective date of the legislation, 
lottery ticket sales should commence. This is a conservative timeline 
as has been illustrated by Oregon taking only 135 days to become 
operative after its law was signed.

Based on the scenario described in the previous paragraph, lottery 
ticket sales will commence around the first of the year with the 
tickets for the first game "sold out" by the end of February ... or 
eight months after the effective date of the legislation. At this 
point in time a "cash flow" (money and profit coming into the agency 
from the sale of tickets) will have started and the agency will be in 
a position to return all of the "borrowed money" back to the state. 
Also, from that point on the agency will be self-sufficient, requiring 
no additional funding.

The interim funds provided the agency initially will be used to pay 
rent and utility bills for office and warehouse space ... for payroll 
costs for the the lottery employees for at least eight months ... to 
purchase a small computer or lease time on an existing system for the 
lottery agency's "accountability" programs ... to purchase vehicles 
for the agency's field staff ... to advertise and promote the first 
game ... to print all the necessary forms and pamphlets ... and to 
purchase millions of instant lottery tickets for the first game. Most 
of the above items must be paid for before the "cash flow" begins.

If a state with a population of 1,000,000 provided its new lottery 
agency with $1,500,000 in interim funding, for example, chances are 
that the state will order at least 1 0 ,000,000 instant lottery tickets 
for its first game and based on prior experiences will sell those 
tickets out in six to eight weeks. Washington State Lottery sold out 
its first games 50,000,000 tickets in five weeks to a population of 
4.1 million. Therefore by the end of February (assuming tickets were 
placed on sale at the beginning of January) the state will have sold
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$ 1 0 ,000,000 worth of tickets and will have realized a profit of 
$4,000,000. At this point, the $1,500,000 can be returned to the 
state along with another $ 1 ,000,000 to $2 ,000,000 in profits, with the 
agency holding on to the balance to carry out its activities with 
continuing games.

There are two points to remember. First, the longer it takes the 
state to implement the lottery and its first game, the more dollars 
would be needed in interim funding. Secondly, if it is the state's 
desire to have the money "borrowed" by the lottery agency repaid 
within the same fiscal year, the above scenario seesgthat. occurrence 
happening with great ease and a good deal of leadway.,

Paul Silvergleid, Consultant and Past Chairman of the Connecticut 
Gaming Commission, Feb. 1983

0
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O p e r a t i o n  o f  a S t a t e  L o t t e r y

Most state lotteries are operated in a generally similar way. The 
majority of the state lotteries are overseen by a Commission (Dela­
ware, Michigan and New York are exceptions). The Commission is 
responsible for broad policy making decisions, promulgation of 
appropriate rules and regulations to govern the lottery, and review of 
proposed contracts between the lottery and outside vendors. The 
actual day-to-day administration of the lottery is the responsibility 
of the lottery Director, who is a full time employee and generally has 
experience in the operation of state lotteries. In turn, the Director 
will have department heads in such areas as security, administration, 
marketing, and data processing. There will be a lottery staff of full 
time employees in each of these areas. Depending on the size of the 
state, the total number of staff will vary but one can expect between 
50 and 150.

Although the lottery is operated by the Director and his staff, 
lottery tickets are actually sold by licensed agents. These licensed 
agents are generally retailers such as convenience stores, newsstands, 
package stores, supermarkets, etc. The Director will accept applica­
tions from all those eligible to be licensed agents and, after a 
background check, the retailers will be licensed and will sell lottery 
tickets subject to rules and regulations of the Commission. The 
agents will be compensated for sales of lottery tickets by receiving a 
commission on such sales. The most common retailers' commission in 
lottery states is 5%.

After setting up its staff and licensing its agents, the lottery must 
determine what type of game it will run. There are variety of lottery 
games available, but the two most common are what are called "instant 
games" and "on-line games." An instant game is played by the use of 
tickets which have hidden symbols concealed by a removable covering. 
The player purchases the ticket, removes the covering, and determines 
instantly whether he has won a prize and, if so, the amount of the 
prize. He then redeems his winning ticket in a manner established by 
the lottery. For small prizes, many states establish a system for the 
payment of the winning ticket by the licensed agents themselves. 
Larger prizes are redeemed through claim centers staffed by employees 
of the lottery. The instant tickets are constructed in such a way so 
that winning tickets can be validated to prevent any tampering, 
counterfeiting or fraud.

The on-line numbers games take a variety of forms. A typical game is 
a 3-digit daily numbers game. In order to run this game, the lottery 
distributes small computer terminals to its licensed agents which are 
comparable in size to cash registers. The terminals are connected 
"on-line" to a large central computer at lottery headquarters. A 
player selects a 3-digit number ranging from H00 to 599. He then 
tells the sales agent his selection along with the amount of money he 
wants to play on that number. The agent enters the number on his 
terminal (which simultaneously transmits the entry to the central 
computer) and the terminal issues the player a ticket. That ticket, 
as with an instant ticket, has various security and validation fea-
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tures which protect against any tampering, counterfeiting or fraud. 
At the end of the day, the lottery randomly draws a three-digit number 
and the player who has a ticket with that number wins.

Although all aspects of the operation of a lottery are in-state, the 
lottery will have to purchase its instant tickets or on-line system 
from one to the established arid experienced vendors in the United 
States. At this time, there are 3 primary instant ticket vendors and 
three primary "on-line" vendors. The lottery will generally pay such 
vendors approximately 2 - 3% of the total lottery gross revenues for 
the purchase of lottery products. That money is the only money which 
will be spent outside of the state.

Of course, there will be a "lag time" between the date the lottery law 
becomes effective and the date lottery tickets are first sold. It is 
during this period that lottery personnel are hired, the lottery 
administration is established, and the lottery vendor is chosen. 
Usually, there will be interim funding of the lottery during this "lag 
time" and that money is invariably, repaid within 6 - 8  months of the 
effective date of the lottery law.

Robert L. Mote, Esq., Scientific Games, Inc., May, 1983.
4
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P a r t  V: ALASKA LOTTERY SURVEY

The following pages contain excerpts from results of a state-wide 
survey concerning an Alaskan lottery completed by the Dittman Research 
Corporation of Alaska. This survey clearly indicates that Alaskans 
would favor the operation of a state lottery by a two to one margin.

Survey Methodology

During the period of November 1 through November 12, 1985, 502 resi­
dents of 51 Alaskan communities were personally contacted by telephone 
by professional interviewing employees of the Dittman Research Corpo­
ration. The views and opinions of the Alaskan residents v/ere recorded 
on a strictly confidential basis.

Research Design: A random sample was featured which provided that all
residents of the communities included had essentially the same chance 
of being interviewed.

Sample Selection: The Anchorage sample was selected through a computer­
generated random digit dialing program. This is particularly important 
in Anchorage due to a 40% rate of unpublished and unlisted numbers.

The sample in other communities state-wide v/as randomly selected from 
current telephone subscribers listed in the most recent directory for 
each community. In these communities, the percentage of non-listed 
numbers does not exceed 1 0 %.

Findings

Overall, Alaskans on a state-wide basis support the idea of a lottery 
by well over a 2 : 1  margin...
"Some people have suggested it would be a good idea for 
Alaska to have a state lottery, while others have said 
it would be a bad idea. What are your views -- do you 
basically favor or oppose Alaska having a state-wide 
lottery?"

Favor.................. 65%
Oppose................. 29%
Unsure................. 6%
...and the support is basically consistent throughout all geographic 
regions...

Region Favor Oppose

Rural......................  57%...........  37%
Central....................  65%...........  28%
Southcentral..............  65%...........  29%
Anchorage.................. 69%...........  24%
Southeast.................. 62%...........  36%
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.. .demographical ly, upper income residents are slightly more suppor­
tive.. .

Income Favor Oppose

Up to $20,000.............  64%...........  32%
$20,000 - $40,000.........  64%...........  30%
$40,000 - $60,000.........  65%...........  30%
$60,000 plus..............  73%...........  22%

...and young people are more supportive than older people...

Age Favor Oppose

18 - 24 years.............  84%........ 13%
25 - 40 years............4. 67%...........  28%
41 - 55 years.............  62%...........  31%
56 years and older........ 44%...........  46%

• • .there is little difference based on gender...

Sex Favor Oppose
Male.......................  66% ...........  30%
Female.....................  65%...........  27%

...and significantly important, the idea of a state-wide lottery has 
broad appeal across all political boundries...

Party Favor Oppose

Democrat...................  67%...........  24%
Republican................. 61%...........  31%
Non-partisan..............  67%...........  30%

Summary:
The support for a state-wide lottery is strong and broad throughout 
Alaska. Only among residents 56 and over does opposition exceed 
support, while among other age groups, support exceeds opposition by 
margins of up to 6; 1 .
Overall, in terms of political and geographic constituencies, support 
exceeds opposition by approximately 2 : 1  in each geographic area, and 
Democrats, Republicans and Non-partisan voters all support the idea of 
a state-wide lottery by 30% margins or more.

"State-wide Survey Concerning Lottery"; Report to Rep. D. Thompson; 
Dittman Research Corp., Anchorage, AK; Nov. 1985.
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