[image: image1.jpg]State Lotteries: History, Practices, .
Issues and the South '
Educational Lotte

Richard D. Young




January 2004

State Lotteries: History, Practices, Issues, and the South Carolina Educational Lottery

By

Richard D. Young

State Lotteries: History, Practices, Issues, and the South Carolina Educational Lottery is published by the University of South Carolina College of Liberal Arts’ Institute for Public Service and Policy Research. The institute provides training, technical assistance, and publications and conducts research designed to enhance the quality and effectiveness of state and local government leadership and management. Contact the institute at: Institute for Public Service and Policy Research; University of South Carolina; Columbia, SC 29208; (803) 777-8156; ipspr.sc.edu. 

Any views construed to be presented in this publication are those of the author and do not necessarily represent or express those of the Institute for Public Service and Policy Research, the College of Liberal Arts, the University of South Carolina or any other entity of the State of South Carolina.

Introduction

State-run lotteries have been in existence for some 40 years. Currently, South Carolina and 39 other states have legalized lotteries. Most Americans favor their presence, and statistically, they are played by a slight majority of the adult population. Lotteries are also the largest type of commercial gambling in the United States. Thus, state lotteries may be described generally as widespread, popular, and “big business.”

In 1964, after years of debate, the State of New Hampshire adopted the first state lottery. New York (1967) and New Jersey (1970) followed next establishing state-run lotteries. Eleven more states introduced lotteries in the 1970s. The 1980s ushered in a bevy of state lotteries adding 18 more by the end of the decade.
 Beginning with Louisiana in 1991, and until the end of the century, six additional states approved legislation authorizing lotteries. Finally, the South Carolina Educational Lottery began January 7, 2002 and Tennessee’s lottery was signed into law on June 11, 2003.

According to the National Survey on Gambling Behavior, conducted by the National Opinion Research Center, University of Chicago, 1999, the participation rate in state lotteries by the U.S. population is roughly 51.5 %.
 This majority represents a level of play that exceeds all other participation rates for other forms of gambling (casinos, pari-mutuel, bingo, etc.). Experts assign this high participation as being due to a mix of factors, including “convenience, low price, advertising and promotion.”

Lotteries collected approximately $42.4 billion in total U.S. sales in 2002. Of this amount, some $13.7 billion was profit after the payout for prizes and administrative expenses. The U.S. average annual sales per capita was $168. New York’s lottery registered the largest sales for 2002 at $ 4.8 billion, profiting $1.6 billion. The Empire State’s annual sales per capita was $250. At the other end of the spectrum, Montana’s lottery grossed a mere $33.6 million and netted in the order of $7.5 million in 2002. Per capita sales equaled $37.

Though state lotteries are ubiquitous and play an important role in public policy, little succinct and coherent information and data are available. This is especially true with regard to a singular document that speaks to the subject matter, and in the context of the South Carolina Educational Lottery (SCEL). The purpose of this monograph is therefore to present a relatively brief yet informative account of state lotteries and to provide an overview of the SCEL. 

To accomplish this, the history of lotteries in the United States will be examined, from the year 1607 to the present. Next, the principal lottery games now utilized among the states will be discussed, which will set the stage for a brief examination of state lottery operations. Following this, the demographics of players will be explored in order to offer some understanding of why people play the lottery and who they are. Retailers, vendors and marketing practices connected with state lotteries will be explored next and this will, in turn, lead to a short discussion of issues connected to state lotteries such as the pressures of raising state revenues, the matter of regressivity, and compulsive gambling. Finally, a concise review of South Carolina’s newly established lottery will be undertaken.

History

Lotteries are as old as is civilization itself. Lotteries extend backwards in time to ancient Greece, the Xia Chinese dynasty, and the Roman Empire. References to the casting of lots can be found also in Egyptian hieroglyphs and in the Bible. In U.S. history, lotteries can be traced back to the early 1600s. McGowan (1994) depicts lotteries in the United States in terms of “waves,” cyclical periods of intense lottery action.
   

Wave I (1607-1820)

The settlers of Jamestown, Virginia benefited first from a lottery. The inaugural year of the Jamestown settlement—c. 1607—was by all accounts a disaster. Self-sufficiency could not be achieved and a great percentage of the population perished. In reaction to this situation, the settlers petitioned England’s Parliament to sponsor a lottery with the net proceeds going to subsidize the Jamestown Colony. 

In the early 1770s, newly-created higher educational institutions were licensed to conduct private lotteries to fund capital projects. The College of Philadelphia was the first. Soon afterwards, in 1747, Yale raised £7,500 to fund the building of dormitories. In 1765, Harvard followed Yale’s example and raised £3,200 through a lottery. Other colleges also adapted the lottery as a revenue-raising mechanism to fund various building projects.

Lotteries were also used as a means to finance the Revolutionary War.
 On November 7, 1776, a national lottery was established with a fiscal goal of $1,005,000 to support the continental army. Provincial areas, as those in Massachusetts, New York, Rhode Island, and the Carolinas likewise initiated regional lotteries to aid the war effort against English rule.

After the Revolutionary War, lotteries were formed for different purposes. With rapid population and economic growth, and exploration and settlement west of the Appalachian Mountains, lotteries were used to fund infrastructure needs, particularly roads and bridges as well as canals. This keen usage of lotteries lasted until the 1840s. However, due to the increasing taxing authority of the federal government, and scandals resulting from the corrupt practices of lottery purveyors, only two states, Missouri and Kentucky, continued revenue-raising by lotteries between 1840 and 1860.

Wave II (1865-1895)

The next wave or cycle of lotteries in America occurred during the Civil War and Reconstruction. A quick influx of funds was needed to kick-start and then to maintain the war effort until its conclusion. This was particularly true in the North. Politically, the only acceptable means to raise funds was to introduce lotteries. The South was more dependent on the issuance of currency.

The most pervasive use of lotteries actually occurred after the Civil War and these were termed “Southern Reconstruction” lotteries. The Louisiana Lottery was by far the most well-known and enduring. The Louisiana Lottery had several distinctive features and strong points. These included, for example, prizes totaling $3 million annually; profits for brokers in excess of $3-5 million; weekly drawings; and extensive national play or participation.

The Louisiana Lottery would dominate state-sponsored gambling until the mid-1890s. During this period, the net proceeds were used to fund government services, including the building of water plants and hospitals. However, due to alleged fraudulent activities and bad publicity, the Louisiana Lottery would disappear by 1895. Legal, state-sponsored lotteries would not appear on the American scene for another 69 years.

Wave III (1964-2003)

New Hampshire’s Governor John W. King signed into law its lottery on April 30, 1963.
 Termed the “Sweepstakes,” it was hoped that the lottery would substantially increase state funding for education. It also served as a politically acceptable alternative to introducing a state income or general sales tax, which oddly enough New Hampshire did not have (nor has to-date).
 This initiation of a state lottery was significant in the sense that it paved the way for the state control or monopoly of lotteries and the earmarking of net profits for educational purposes.

The State of New York took its cue from New Hampshire and started its lottery in June of 1967. It also targeted its net revenues for education. And in late 1970, New Jersey began its state lottery using its net proceeds for education and support of state homes for disabled veterans. Interestingly, 89 % of the voting populous sanctioned the new lottery.

The 1980s were a period of rapid growth in the adoption of state lotteries. Arizona (1981) created its lottery using its profits for mass transit, economic development and numerous other purposes. The State of Washington (1982) introduced its lottery and designated funding for the state’s general fund, the Mariners Stadium, and the Stadium Exhibition Center. The decade saw 16 additional state lotteries implemented ending with Kentucky and Indiana (1989).

From 1990 to 2003, eight more states have instituted lotteries. Notably the Georgia Lottery was begun on June 29, 1993 with its funding going to the HOPE Scholarship Program (Helping Outstanding Pupils Educationally). Since its inception, more than 500,000 students have received some $1+ billion in scholarships.
 In early 2002, South Carolina implemented its lottery using its net monies for scholarships as well, including various other higher education and K-12 purposes. 

Lottery Products

Lotteries are a form of gambling, and as such the essence of a lottery is to wager a bet on a game. The fundamental objective is, of course, to win a prize. Thus, to understand state lotteries it is important to be acquainted with their product lines, i.e. the games lotteries offer.

Initially, state lotteries offered only “passive games.” These were basically traditional raffles where participants would buy tickets with pre-established numbers for a drawing that often occurred weeks or months in the future. These passive games quickly lost public interest and were replaced by more appealing games. Currently, there are five key games that are offered by state lotteries. These are instant games, daily numbers games, lotto, electronic terminals for keno, and video lottery.
 

Instant Games

Instant games or “scratch off” games are an innovation developed by Scientific Games, Inc. and were first offered in the early 1970s by New Jersey and Massachusetts. The instant game allows players to scratch off an opaque and latex covered ticket to reveal numbers, words or symbols, which indicate whether the player is a winner. The instant game has several advantages or appealing attributes. It offers a feeling of suspense, immediate gratification, and a ready cash payoff by an authorized retailer.  

Instant games were made possible by the development of security proof measures incorporated in their design and production. Computerization also contributed heavily to the growth of instant games, as did their availability or sell in vending machines in some states. 

Unlike other lottery games, the payoff in prizes for instant games is generally low ($5 to $100 on average) compared to other types of lottery games. Of interest also is the fact that instant games became so popular, that as early as 1982, all lottery states were using them. 

At last count the South Carolina Educational Lottery had 47 different instant games. These games range widely in design, payoff, and odds. For instance, one game called “Cash Bonanza” costs $10 per ticket, has a maximum prize of $250,000, with odds of 1:720,000 for winning the top prize.
 “Dash for Cash” is another instant game offered by SCEL and costs players one dollar per ticket. It has a top prize of $1,000. Odds overall are 1 in 3.83, while the $1,000 prize odds are 1:1,200,000.

Daily Numbers Games

Daily numbers games are based on the illegal numbers games that thrived before the legalization of state lotteries. Similar to the illegal games of yesterday, this state lottery game permits players to choose three or four numbers (0 through 9 per digit, 3 or 4 digits). Computers or ball draw machines select randomly the winning numbers. Players who pick the correct numbers in the order drawn—a “straight” play—are winners. Winners can also be those who pick the numbers in any order, called a “box” play. Drawings are generally daily. 

The appeal of the daily numbers games is often, according to experts, the feeling or sensation that a player is exerting some form of skill or control in choosing the numbers and their combination. Players have “lucky numbers” that they often select, and use various superstitious devices or methods to “conjure up” other numbers for play. Astrology is a means often employed to pick numbers.

SCEL has two numbers games, “Pick 3” and “Pick 4.” As one might guess, to win, Pick 3 involves choosing three numbers in some combination, and Pick 4 involves choosing four. Two daily drawings for each game occur, one at midday and the other in the evening. 

Lotto

Lotto is by far the most recognized game currently associated with state lotteries. First introduced in New Jersey (1978), lotto permits players to chose numbers, usually six from a large specified field or set. A 6/44 set, for instance, allows players to pick six numbers from a field of one to 44. In the daily numbers games (e.g., Pick 3), where numbers fall with a range of 000-999, the odds are 1: 1,000. Conversely in lotto, a 6/44 field makes for astronomical odds to win a grand prize (1:7,100,000).

Given the enormous odds to win a grand prize, there is often no winner in the first weekly drawing. In such cases, the grand prize accumulates exponentially. Tens of millions of dollars can be at stake eventually. Such huge prizes have the tendency to generate intense excitement and, as a result, the sales of lottery tickets increase. 

Understanding the interest and play generated by immense cash prizes, state lotteries have established a lotto variation, called “Powerball.” Powerball is a game in which players try to match five numbers at, for example, a range of 5/44, plus a Powerball number at 6/54.
 To create very large cash prizes, some over $100 million, state lotteries band resources together offering the same Powerball game. These multi-state lottery initiatives are profitable and have proven successful over and over again.

SCEL has a Powerball game. Players choose five numbers from one to 53. With an additional dollar added, called “PowerPlay,” a sixth number can be chosen from one to 42. The current jackpot (as of November 17, 2003) is $25 million. Odds of winning the jackpot are 1:120,526,770. Drawings are made Wednesdays and Saturdays.

Keno

Keno, a variant of lotto, is a game familiar to casino operations. In keno, players choose a few numbers (e.g., 10 to15) from a large set of 1-80. Drawings, for example, of 20 random numbers are sometimes conducted several times per hour. The “payoff is a function of how many numbers the player correctly chooses in relation to the probability of winning in each case.”
 

“More specifically, players are offered ‘Tatts Keno’ by state lotteries. Again, 20 numbers are randomly selected by computer from 1 to 80. Players select the number of ‘spots’ they wish to match in each game (usually between 3 and 10). The amount you win depends on how many spots you selected and matched correctly. The chances of matching 10 numbers out of your ten spots for each $1 game is 1:8,911,711.”

Keno is prohibited in South Carolina under Section 59-150-10 (7) of the S.C. Code of Laws, as amended.

Video Lottery Games

Video lottery games are very popular but are restricted to a few states. Also called Video Lottery Terminals (VLTs) or Electronic Game Devices (EGDs), these games are similar to arcade video machines like those found in casinos. 

VLTs can be programmed to offer numerous types of games, most often, video poker. VLTs offer players a game of chance and winners get immediate payouts.

Video poker had existed in South Carolina since the early 1980s. In 1999, it was an annual $300 billion industry. However, South Carolina outlawed video poker on July 1, 2000. Video poker lottery games continue to be specifically prohibited by state law.

State Lottery Operations

Lotteries are established by law and are operated by 40 state governments, including the District of Columbia, Puerto Rico, and the U.S. Virgin Islands. Since the first wave of lotteries, starting with New Hampshire (1963-64), state governments have made lotteries monopolistic quasi-state enterprises, which dedicate their net revenues for earmarked purposes. As such, it can be generally held that state governments have become increasingly dependent on lottery-earned revenues for “good causes” like that of education.

State governments’ primary strategy is, therefore, one that entails raising-revenue. But since lotteries differ from other state entities as an enterprise to make money—albeit gambling—they must maintain the acceptance and tolerance of the majority of the public. In this regard, lotteries must be perceived as harmless forms of entertainment that are free from corruption and fraud. Lotteries are tolerated additionally, as most observers and experts agree, for the sake of avoiding new or increased taxes. According to a Gallup poll report, “the disdain for increasing taxes and support for lotteries among Americans has remained over 70 % since 1982.”

After four decades of legalized play, 92 % of the U.S. population resides currently in states where lotteries exist. In raw numbers, this equals some 257.4 million people out of a total U.S. population of roughly 281.4 million.
 The potential to play the lottery is great given these numbers. Add the convenience of ticket retailers, and the low cost of tickets, an accepted common view is that gambling activities generated by state lotteries are “colossal.” 

In installing lottery agencies, the states have two primary organizational models. Some states place their lottery operations within an existing organizational structure. Fourteen state lotteries are placed within existing state agency structures, most notably a state’s department of revenue. The 26 remaining states have established separate state agencies. These separate agencies are independent, legally established quasi-public organizations which are intended, according to the literature, to operate much like private businesses. Legislative and other forms of oversight (executive, commission-type, etc.) of lottery activities vary from state to state. Also, state regulations for employment and compensation, and procurement, likewise differ widely.

Finally, a couple of additional interesting facts about state lotteries should be acknowledged. First, out of the average dollar wagered on lotteries in 1997, it was found that about 55 cents was awarded to players as prizes; twelve cents went for administrative costs; and 33 cents remained as net revenues for spending by the state. Second, instant games accounted for 42 % of lottery sales, lotto 30 %, and all other games the remaining 28 %.

Lottery States and Non-Lottery States

The South Carolina Educational Lottery will be discussed in the final section of this monograph. Here, a few words on some select states with lotteries and those without will be instructive.

Currently, as stated earlier, 40 states—including South Carolina—have lotteries. Those ten states that do not have lotteries are: Alabama, Alaska, Arkansas, Hawaii, Mississippi, Nevada, North Carolina, Oklahoma, Utah, and Wyoming. 

Those states with lotteries extend to every region of the country (excepting Alaska and Hawaii). For example, the entire northeastern region of the U.S. is dotted with lotteries. The State of New York, with a total population of nearly 19 million, has the largest U.S. lottery in sales and has been in existence since 1967. The cumulative proceeds of the New York Lottery, has of June 2002 been $21.24 billion for education (FY 2002=$1.58 billion). Vermont, a rural state with a population of little over 600,000, has netted $212.8 million for its general fund and $73.5 million for education since 1993.

In the western U.S., California’s nearly 34 million people have profited some $14 billion for education since its lottery began in 1985. Colorado (1983) has also done remarkably well funding in the millions of dollars its capital needs, recreation and conservation programs, its schools, and its general fund.

States in other regions of the country have also done nicely by state lotteries. The southern states, particularly Florida (1988), Louisiana (1991), and Georgia (1993) have generated billions of dollars for public expenditure. Georgia has netted a cumulative $5.7 billion in proceeds for education.
 Tennessee is expected to start up its newly created lottery soon.

What can be said about those states without lotteries? More specifically, why have ten states not jumped on the bandwagon and adopted state lotteries? Though in time the non-lottery states may eventually become full-fledged lottery states, reasons vary among the states for not adopting a lottery to date.

Alabama, for example, rejected a proposed referendum to allow for a state lottery in October of 1999. A 54 % vote against the lottery defeated a push by Governor Donald Siegelman who had said that a lottery would provide a minimum $150 million for higher education and K-12 needs. Additionally, Mississippi voters removed a constitutional ban on lotteries in 1990. However, since this action, interest in a state lottery has waned and the prospects for a lottery in Mississippi look dim. This is attributable, it appears, to the thriving growth of Mississippi’s casino industry.

 The notion to start up a state lottery in North Carolina is one that has been given particular attention for years. So far, a state lottery in the Tar Heel state has not been actualized. This is despite the support of Governor Mike Easley who claims that a new lottery would generate $1.5 billion in ticket sales annually ($300 million net for educational purposes). North Carolina is now surrounded by states with lotteries, Virginia, South Carolina, Georgia, and most recently, Tennessee.
 

 In Oklahoma, a referendum on a state lottery is to take place in November of 2004.
 Governor Brad Henry supports the adoption of a state lottery for educational needs. Referendum No. 330 would establish the Oklahoma Education Lottery Act with net proceeds to equal 35 % of ticket sales. Depending on the kind of lottery, estimates for net return range between $150 and $300 annually.

Finally, a number of Alaska’s state legislators are vigorously supporting a lottery and video poker. A recent poll indicates that 67 % of Alaskans favor a lottery. And in Hawaii, modest efforts are being exerted to approve and install a state lottery that would supplement tourist-related earned revenues.
 

Sales and Profits

Revenues (sales and profits) generated by state lotteries have a tendency to expand when a lottery is first established. Afterwards, lottery-earned revenues level off and, in some cases, eventually decline. State lottery organizations are therefore constantly changing game designs, jackpots, and promotional strategies in order to maintain and increase lottery revenues.

Total gross sales for all state lotteries increased between FY 2001 and FY 2002. In 2001, sales were approximately $38.9 billion while FY 2002 sales were $42.4 billion, an increase of 9.1 %. Profits likewise increased for the same period by roughly $1.3 billion, increasing from $12.4 billion to $13.7 billion.

The top three earners in state lottery sales for 2002 were New York ($4.8 billion), Massachusetts ($4.2 billion), and Texas ($3 billion). In terms of profits, the top three states were similarly New York ($1.6 billion) and Texas ($1.3 billion); however, edging out Massachusetts was the State of California which netted $1.1 billion.
 

Those states at the bottom of the sales and profits scales were: Montana (sales=$33.3 million and profits=$7.5 million; Vermont (sales=$81.9 million and profits=$17.2 million); and Nebraska (sales=$73.9 million and profits=$18.5 million).

Some state lotteries have been plagued with declining revenues since their peak in the mid-to-late 1990s. Ohio is most notable where profits fell five straight years from 1998 to the first half of FY 2002. Minnesota, Washington, and Virginia are other states that recently have seen significant declines since the 1990s lottery boom.
 In 1998, state lottery total gross sales in the U.S. were over $48.5 billion, a 13 % decrease from 2002.

Termed “jackpot fatigue,” reasons for revenue decline in lottery sales have been attributed to several causes. Most importantly, these include Internet gambling opportunities, competition from expanding casino operations and pari-mutuel betting, player boredom, and a sluggish economy.

Per Capita Rankings

Per capita data are useful since they give some idea of the amount of money wagered on lotteries—on average—per person per state. Since states vary in population numbers, and sales also reflect this fact proportionally, per capita data are useful in comparing or ranking states’ activity in sales. For instance, for 2002, Georgia had a population of 8.19 million and lottery gross sales of slightly more than $2.4 billion. For the same period, South Carolina had a population of some four million and $320 million in lottery sales. Per capita sales for Georgia were high at $299, ranking seventh among all other lottery states. South Carolina’s per capita sales, understanding that it is a newly operational lottery, were $80, ranking 28 amongst the 40 states with lotteries.
 

The top ranking states for annual sales per capita (2002) were Rhode Island ($1,115), Delaware ($843), and South Dakota ($829). Other select states per capita sales and rankings, for example, include: Massachusetts ($663 and rank 4); New York ($250 and rank 9); Ohio ($175 and rank 13); Texas ($139 and rank 20); and, California ($86 and rank 27).

Those states with the lowest annual sales per capita for 2002 were Arizona ($54), Nebraska ($43), and Montana ($37).
 (Note: See Appendix for complete list of rankings).

Revenue Payouts and the Earmarking of Net Proceeds

On the average, state lottery payouts are 53.4 %.
 Payouts are defined as prizes paid as a percentage of total ticket sales, including commissions paid to retailers. 

Payouts of course vary from state to state. Rhode Island has the largest payout of 75.8 %. Next in line for highest lottery payouts are Massachusetts (68.9 %), Kentucky (61.2 %), and New Hampshire (60.4 %). Those states with lottery payouts near the median include: Ohio and Arizona (53.3 %), Maine (53.4 %), and Georgia (53.8 %). Those at the bottom rung of payout percentages are South Dakota (12.8 %) and Delaware (21.9).
 South Carolina currently has a payout of prizes at 58 % and retail commissions at 7 %.
 

It should be pointed out that the payout rate for state lotteries is “low” compared to other forms of gambling. For example, the payout rate of lotteries is considerably below “the 90 % range that is normal for casinos.”
 The average payout rate for pari-mutuel betting is 80 %.

The average amount of lottery sales netted for state spending purposes is approximately 36 %. In most states, 16 total, the money is earmarked—either in whole or part—for educational purposes of one sort or another. Ten states make contributions to their general funds. The remaining states earmark their net proceeds, for example, for economic development, parks and natural resources, transportation, law enforcement, senior citizens services, and tax relief.

For instance, Arizona earmarks the lion’s share of its lottery net proceeds for education, but also, allocates portions to health and welfare services, local government, transportation, and a host of other state services. The Georgia Lottery Corporation spends its profits on scholarships, pre-kindergarten, and school capital outlay and technology. Kentucky’s lottery funds educational needs, the state’s general fund, and Vietnam Veterans. Louisiana earmarks its lottery net proceeds to its general fund; New Hampshire funds education exclusively as does New Jersey and Ohio. The Pennsylvanian State Lottery allocates its net take on “older Pennsylvanians.”

State Own-Source Revenue Compared to Lottery Revenues

Some experts contend that an important concern for state lotteries is the degree to which lotteries contribute to the total own-source revenue of the state. Generally speaking, while the amounts of revenue generated by state lotteries appear large, the actual percentage that lotteries represent of own-source revenue is small. The median percentage of proceeds as a percent of own-source general revenue is 1.75 %.

There is, however, a relatively wide range among states. South Dakota (7.27 %), Oregon (6.98 %), and Delaware (6.64 %) lead the states in percentages contributed by lotteries to own-source general funds. On the other hand, 11 states provide for less than 1 % of general fund revenues.
 It is estimated that, in FY 2004, the South Carolina Educational Lottery will provide nearly $215 million to a total general fund (less transfer of monies to the Reserve Fund) of $4.95 billion, or roughly 5 %.

Lottery Players

Lottery play is both common and popular. It is estimated that, overall, a little more than half the adult population plays the lottery in any one year. However, the frequency of play differs appreciably. Statistically, experts acknowledge that the top 5 % of players account for 54 % of the total sales; the top 10 % players account for 68 % of sales; and, the top 20 % account for 82 %. Thus, it is clear that a basically diminutive group contributes to the heavy play of state lotteries.

Why People Play

There are many interesting theories as to why people play the lottery. Many experts and proponents believe that people play the lottery as a mere form of recreation or entertainment. Often, it is commented that playing the lottery is “just plain fun.” Lotteries are therefore seen in this context as an amusement wherein a player “escapes from reality,” or “lives a dream.” This is comparable, some say, to seeing a movie or playing a video game. Many sociologists reinforce this theory and add that playing the lottery creates excitement, suspense, and anticipation.

Other sociologists theorize that people play the lottery, like other forms of gambling, because of a sense of deprivation and dissatisfaction. Games of chance, it is supposed, “provide for an outlet for the frustration of individuals who feel that skill and hard work do not aid in their chances to achieve wealth or success.”  Given the perception of limited opportunities for achievement and “big money,” playing the lottery allows for the chance to get rich quick while offering some “feeling of satisfaction in the face of adversity.”

The mere chance of winning, however poor the odds are, is enough for some players to indulge in the lottery. Betting a dollar to win $500, even though the odds are 1 in 1,000 of winning, has some appeal for some individuals. Why? To some, it is argued simply that a $1 bet to win $500 is attractive because the jackpot is “large” relative to one’s economic circumstances. To others, it is suggested that the odds of winning (1:1,000), or whatever they may be, are intriguing in-themselves.

Other likely reasons why people play the lottery are rather straightforward. These include “convenience, low price, advertising, and the appeal of winning a lot of money.”
 Lottery tickets can be purchased practically anywhere. This is particularly true of gas stations, convenience and grocery stores, and numerous other retail establishments. Lottery tickets are normally sold at the checkout register along with candy, cigarettes, newspapers and magazines. Lottery tickets are cheap too. One dollar, $5, and $10 are generally the costs. Advertising and promotional materials are also generally abundant, not only where tickets are sold, but on television, road signs, and printed materials and on the Internet. 

Who Plays

Those who play the lottery can be best understood by looking at their demographic and socioeconomic characteristics. These include gender, age, education, race or ethnic group, and income.

Gender. Generally, males participate in gambling activities more than females. With respect to lotteries, the differences are however not substantial. One national statistical study, somewhat dated, indicated that 68 % of men participated in some form of gambling contrasted to 55 % of women. In surveys conducted in California and Massachusetts, it was shown that in lottery play, the differences were small in lottery participation rates for one week: males=40 % and females=36 %.
 Clotfelter et al. (1999) confirms this participation rate of men being slightly more than that of women.
 

Age. Per capita spending on state lotteries is highest among those between the ages of 45 and 64. Lowest participation falls into the grouping of individuals of age 64 or greater.
 In fact, the literature suggests one way to interpret lottery play by age is by an inverted “U.” Those who are aged 18-25 and those 65 and older play less than the middle grouping of 26-64 years of age.

Education. Much debate exists with regard to players and their corresponding education level. Proponents of lotteries and the lottery industry argue that players are not likely to be poor or undereducated. However, Clotfelter et al. (1999) and Clotfelter and Cook (1991) argue that while “participation rates do not very significantly by education, spending by players declines sharply with educational attainment or status.” Hence, college graduates have the lowest per capita spending on lotteries as compared to those who do not complete high school, which have the highest.
 

Race or Ethnicity. Research shows that participation rates by race and ethnicity are statistically even for state lotteries. Nevertheless, spending on the average is greater for African-Americans than that of non-Hispanic whites.
 On average, one analysis finds that African-Americans spend $998 a year while whites spend $210.
 Predictably, it should be pointed out that considerable disagreement on “race and ethnic group lottery play” exists between lottery proponents and opponents.

Income. Clotfelter et al. (1999) states that insofar as household income is concerned, participation in lottery play increases up to $100,000. In terms of per capita spending, households with incomes less than $50,000 play more, and “the lower income categories have the highest per capita spending.”
 The belief that lotteries are played disproportionately by the poor is a common in much of the literature on state lotteries. It should be stated, however, that this preponderance of evidence is rigorously challenged by the North American Association of State and Provincial Lottery (NASPL) and the lottery industry in general. NASPL states that:

A recent Gallup Poll on gambling in America found that…people with incomes of $45,000 to $75,000 were most likely to play [a lottery]—65 % had played in the last year—while those with incomes under $25,000 were least likely to play at 53 %.
 

Retailers, Vendors, and Marketing

Retailers

Lottery retailers sell lottery game tickets on behalf of state lotteries. In the United States, there are more than 150,000 retailers.
 Each retailer must be approved by their state to sell lottery tickets, which requires the completion of an application, and most often, a criminal background check. Lottery retailers receive a commission or percentage of each ticket sale, on the average 5.5 %, and are normally eligible to win bonuses for selling winning lottery tickets in Pick 5, Powerball, and other big prize lotto games.
 Lottery retailers are most often convenience stores and groceries, but may also be eateries, outlet malls, pawnshops, etc. 

Lottery retailers are, as such, businesses whose main products are not lottery tickets. Nevertheless, lottery retailers are the point of sale for lotteries and can be profitable to retail establishments. Typical retailers make anywhere from $9,000 to more than $15,000 annually in commissions.
 Lottery bonuses normally range between $2,000 to $25,000 dollars or, in rare cases, significantly more.

For instance, the Colorado lottery has nearly 2,900 retailers. These retailers earn 7 % commissions for scratch tickets and 6 % for lotto-type games. In 2002, lottery retailers in Colorado received $30 million in sales commissions.
  The New York lottery has some 15,300 retailers which receive a 6 % sales commission. Total sales commissions for these retailers were $94.8 million in 2002. The Georgia lottery has 7,427 retailers (218 retailers only sale scratch tickets). Georgia pays retailers a 5 % commission on tickets sold with the exception of CA$H 3 tickets (7 %) and Change Game (10 %). Retailers can also earn a 2 % bonus on all winning tickets paid up to $599.

In South Carolina, as of 2002, the SCEL had 3,524 retailers statewide. Retailers received a 7 % commission for scratch tickets and online sales. Roughly $23.5 million in sales commissions were paid in FY 2002. Commissions earned in FY 2003 were $50.7 million.

Vendors

Lottery vendors or suppliers are private companies that specialize in providing state-run lotteries with game design, computer technology, tickets, and consulting and marketing services. Hence, lottery vendors provide state lotteries with the crux of lottery material, machines and expertise that is necessary to make a lottery work.  Currently, the North American Association of State and Provincial Lotteries identifies 67 vendors which are available to assist state lotteries.

Game design and computerized technology are the main or critical services provided to state lotteries by vendors. Game design is important in that it provides the “architectural framework” for inducing lottery play, i.e., providing variety and interest that translates into sales. Game design includes the type of play, the rules of play, the ticket design or “look,” prizes, odds, promotional signs, and so on. Computerized technology provides communications links between the state lottery and retailers, records bets and sales, issues ticket receipts, confirms winners, produces statistical reports, and provides a host of accounting services.

Two principal vendors dominate the lottery business—Scientific Games International, Inc. and GTECH. Scientific Games, headquartered in Alpharetta, Georgia, is the largest producer of lottery tickets in the world. It also provides clients with promotional products and on-line wagering systems and terminals. Scientific Games, which recently merged with Autotote of New York, a pari-mutuel wagering business, currently has annual revenues of $450 million. In total, Scientific Games employs 1,200 people and is a vendor to 29 states in the United States and 50 countries worldwide. Scientific Games was hired by the SCEL to provide products and services with regard to its instant and on-line games.

GTECH Corporation is the world’s largest supplier and operator of computerized on-line lottery systems. Centered in West Greenwich, Rhode Island, it provides products and services to 30 states and 50 international lotteries. GTECH has a total of 4,500 employees and sales in 2001 of $1.1 billion.
 

Marketing

Effective marketing is a key to maintaining and increasing state lottery sales and revenues. Like any business selling a product or service, state lotteries engage in marketing techniques that affect “offerings, price, promotion and distribution.” The objective is—using various communications venues—to reach and attract customers to wager a bet. In 1997, it was estimated that greater than $400 million was spent to advertise and promote state lotteries.

The general approaches undertaken by most lotteries are alternatively referred to as customer analysis, segmentation, or target marketing. These methods basically involve designating customers into one group or another, usually based on demographics, lifestyles, and usage or play (e.g., the frequency of lottery play or dollars wagered). Some customer analysis is referenced or focuses on age, for example, while others concentrate on group behavior or interests. 

According to Clotfelter et al. (1999), once customers are analyzed and segmented, they can be targeted with a specific theme or message. Three common themes are generally used: the jackpot size, the fun and excitement of play, and the identification of winners. 

● The jackpot size is the advertising method of emphasizing and reiterating (in print or oral communication) of a large prize, such as a lotto prize of $10,000,000 or more. In print, for instance, 60-80 % of advertising space can be devoted to the size of the jackpot.

 ● Fun and excitement are the most often used thematic messages by lotteries. “Play Easy Street,” “Just Plain Fun,” “Your Ticket to Luckytown” and  “Win Daily Dough—Made From Scratch” are some of the advertising campaign slogans currently used. In one advertising campaign, the excitement of playing was linked to winning. In an ad campaign for the Colorado lottery, it showed what it might be like to win the lotto in a 10-second television spot. The commercial showed a series of images including that of a Rolls Royce, a mansion, and a Lear jet with the slogan, “Another reason to play lotto.”

● The identification of winners is a much-used advertising strategy. Most focus on current winners, big and small, and their prizes. For example, most Internet sites for state lotteries have a “winners showcase,” or a “winners news.” The Missouri lottery Website shows a photo a smiling man and woman and states:

“Blue Springs Man Claims $2.5 Million Lotto Prize 
A refrigeration service technician for Pepsi is doing some serious chillin' after winning $2.5 million in the Missouri Lottery's Lotto game on Sept. 27. John Towell, 49, of Blue Springs said he plans to keep his job, but cut back on some of the hours he currently works.”

Issues

Several common issues are discussed in the literature with regard to lotteries. These issues include religious objections, pressure for revenue, aggressive marketing, regressivity, compulsive gambling, and underage gambling. These issues are briefly discussed below.

Religious Objections

In a striking disparity to the enormous popularity of lotteries, there exists a solid core of opposition to lotteries based on religious or moral objections. Protestantism is particularly opposed to all forms of gambling. The denominations most opposed to gambling and lotteries, as a matter of religious doctrine, are Baptists (especially Southern Baptists), Lutherans, and Methodists. 

Many of those against lotteries and gambling in general base their views on Biblical text. Others base their views on gambling and what they feel to be its contribution to immoral behavior such as “selfishness,” “materialism,” “lack of work ethic,” and so on.

A 1996 report entitled simply “Gambling,” issued by the Lutheran Church, Missouri Synod, recognizes that while the Bible does not specifically address gambling, the church must not be silent on the issue.”
 To this extent, the Missouri Synod presents its concern and arguments against gambling and lotteries. These include the following:

● Gambling encourages sins of greed and covetousness.

● Gambling promotes the mismanagement of possessions entrusted to us by God.

● Gambling undermines reliance on God and his provision.

● Gambling works at cross purposes with a commitment to productive work.

● Gambling is potentially addictive behavior.

● Gambling threatens the welfare of our neighbor and militates against the common good.

Finally, it should be acknowledged that even as gambling is considered principally wrong in Protestant faith, it is not opposed in Catholicism “except when the indulgence is inconsistent with duty.”
 The Jewish faith also permits gambling, but not for gain or in fund-raising for synagogues.
 

Pressure for Revenue

States are faced continuously with increasing needs for public services and products, comprising health services, transportation needs, education, and so forth. To finance these ever-increasing public needs, state governments—and all governments for that matter—are constantly under pressure to raise adequate revenues. State lotteries, in as much as they raise revenues for high profile earmarked needs, are particularly under a strain to produce sufficient revenues. According to the National Gambling Impact Commission Report (1999):

The most basic fact driving all lottery operations is the pressure for revenue: ‘To judge from their public statements and their actions, all lottery directors feel pressure to maintain, if not to increase, existing levels of revenues, a pressure that is relentless.’

After the enthusiasm and significant revenue gains normally associated with newly established state lotteries are over, typically revenues stabilize or even decline. State lottery management is then under considerable strain or tension to maintain lottery sales or even to increase them. Hence, new games are introduced and promotional campaigns are intensified in order to generate lottery revenues. Most recently, substantial lottery revenues have been gained with the introduction of new types of gaming, specifically keno and video lottery devices or terminals (VLTs).
 These devices grew by 41.6 % in 1996
 and the literature indicates that VLTs continue to grow and produce a substantial return on investment.

Under the pressure to maintain or, if possible, increase lottery sales and revenues, state lotteries have also given particular effort to advertising and promotions. As such, lotteries have been criticized by some for using overzealous or aggressive marketing practices. 

Aggressive Marketing

One criticism of state lotteries that is discussed often in the literature is that of aggressive marketing. Even though tolerant of state governments using state lotteries to fund good causes (e.g., education), many individuals oppose state governments advertising and promoting gambling per se. This is true specifically among those who consider lotteries a vice.

Like businesses desiring to increase sales and profit margins in the private sectors, state lotteries must advertise and sometimes, given the competition, aggressively. Lotteries in 40 states have added substantial competition, as have legalized casinos, pari-mutuel betting, and gambling on the Internet. State lotteries see advertisement as a necessary and useful tool in maintaining their viability.

Some criticisms of aggressive marketing have focused on state lotteries and their presumed targeting of specific groups in order to persuade or influence them to spend their money on lottery tickets. Critics have leveled the charge that state lotteries, through advertising, target frequent players, many who are poor or may be compulsive gamblers. Of particular sensitivity has been the charge of targeting minorities in urban areas.

State lotteries have also been accused of false or deceptive promotional techniques. One example, is that lotteries are sometimes misleading in advertising lotto jackpots. An advertisement of a $175 million jackpot implies just that—a $175 million. However, in reality, critics point out that after taxes, the jackpot is actually $70.2 million, and is not paid in lump sum but over 20-odd years.

Many opponents of lotteries would argue that $70.2 million is no small sum. Other proponents would argue that targeting the poor, etc. is a political suicide and would be unacceptable to “the wrath of the governor, the legislature, and media.”
 The South Carolina Education Lottery is specifically prohibited by law, Section 59-150-60 (A) (18) of the S.C. Code of Laws, as amended, from “targeting specific ethnic groups or economic classes.”

Regressivity

Some lottery opponents, and various experts in the field of gambling practices, argue that state lotteries are unfair since they constitute a form of regressive revenue-raising or “taxation.” Regressivity occurs when a tax or fee, defined as a public revenue-raising mechanism, “takes a larger percentage of income from lower-income individuals than those with higher incomes.”
 In defining regressivity, many studies point out that it is not only important to analyze the frequency of lottery play and “typical” players, it is also important to analyze “how much is spent.”

According to Clotfelter and Cook (1991), a number of studies point to the regressivity of lotteries: Spiro (1974), Brinner and Clotfelter (1975), Suits (1977), Koza (1982), Livernois (1987), Vaillancourt and Grignon (1988).
 Though vigorously denied by the North American Association of State and Provincial Lotteries (NASPL), Clotfelter et al. (1999) concluded in their report to the National Gambling Impact Commission “that though the percentage of participation is largely consistent across economic lines, the frequency and amount played differs widely.”
 A national survey on gambling behavior conducted by the National Opinion Research Center, University of Chicago, 1999, found that the annual per capita play in households with income <$10,000 was $289 contrasted with households with income >$100,000 at $147 per capita.

NASPL argues that regressivity is contravened by other studies. It cites, for example, a study of Coloradoans which finds that “people with annual incomes of <$15,000 comprise 7 % of the population but only 5 % of those playing the lottery in the last 30 days.” NASPL cites numerous other examples of frequency of play stratified with income levels, including studies of lottery play in Georgia, Texas and Minnesota.

Compulsive Gambling

Numerous references to compulsive gambling can be found in the literature. In many cases these are correlated to lottery play.
 In the United States, it is estimated by the U.S. Department of Public Health that there are currently six million compulsive gamblers.
 The National Gambling Impact Study (1999) found that “a survey conducted in New York in 1996 found that 9 % of lottery players and 14 % of keno players were compulsive gamblers at one time or another.”

The American Psychological Association recognizes pathological gambling as a serious and persistent disorder. The main characteristics of compulsive or addictive gambling are “a chronic and progressive failure to resist impulses to gamble to such an extent as to compromise or harm individual, family or occupational activities.”

Many state lotteries provide some funding to public or private programs to address the problems of compulsive gambling. Gamblers Anonymous (GA) provides counsel to problem gamblers and has over 500 chapters in the U.S. and Canada. GA pursues a regimen of complete abstinence and has a “step” program, similar to Alcoholics Anonymous. 

The lottery industry acknowledges that problem gamblers exist but asserts typically they are extremely limited in numbers. The industry states that addictive behavior related to lotteries as opposed to other forms of gambling is miniscule.
 Clotfelter and Cook (1991) agree that the “direct effect is probably quite small.” They argue that one reason for this is the nature of lottery play differs from “other forms of gambling,” which provide for continuous play, short payout interval, and availability of credit—all conducive to compulsive behavior.

Underage Gambling

It is illegal for minors to purchase lottery tickets in all states. As with other forms of gambling, however, some teenagers do illegally play the lottery. Nibert (2000) cites several studies that indicate that gambling among minors is commonplace. With regard to high school students playing the lottery, Nibert cites one recent study conducted by researchers at the Harvard Medical School. Of a sample of students from 97 schools in Massachusetts, 75 % of high school students had purchased a lottery ticket. Thirty-five percent had purchased a lottery ticket in the past 30 days.
 

One considerable factor in underage lottery play is the use of vending machines or VLTs in some states. Little law enforcement, if any, is exercised to prohibit minors from purchasing tickets from vending machines. States with VLTs, like Massachusetts and Connecticut, are likely to have more problems with underage gambling than those states which outlaw self-service lottery ticket machines. 

The South Carolina Educational Lottery

The South Carolina Education Lottery Act, Act # 59 of 2001, established South Carolina’s first modern state-run lottery after years of controversy and debate. The South Carolina Educational Lottery (SCEL) came into being after the approval of a statewide referendum in November of 2000, authorizing the formation of a state lottery, by statute, for purposes of funding educational needs in the state.

The SCEL began officially on January 7, 2002. Initially, the SCEL offered only instant or scratch games. By early March 2002, the SCEL offered its first draw game, Pick 3, and on October 5, 2002, the state lottery introduced the multi-state game—Powerball. As of the end of FY 2003, the SCEL sales revenues since its initiation were over a billion dollars.

Purpose and Allocation of Net Funds

State law mandates that the net proceeds from the SCEL’s “games must be utilized to support improvements and enhancements for educational programs as approved by the General Assembly.” To this end, the SCEL has provided over $406 million, as of November 13, 2003, to the General Assembly for appropriation towards educational needs.

The FY 2004 Appropriation Act allocates $215,003, 683 to the Education Lottery Education Account. The bulk of this amount goes to scholarships and tuition assistance totaling $87 million. These scholarships include the LIFE ($4,700 ea.), HOPE ($2,500 ea.), Palmetto Fellows ($6,700 ea.), and tuition assistance for South Carolina technical colleges and other two-year higher education institutions. Endowed chair programs are appropriated $30 million for the state’s three research institutions, Clemson, USC and MUSC. Additionally, higher education technology is funded at $15 million.

Other significant allocations, FY 2004, go for various K-12 needs and purposes. Kindergarten through the fifth grade receives $40 million for programs in reading, math, science, and social studies. The Education Accountability Act collects a little more than $22 million for homework centers, teacher and principal specialists, external review teams, award programs, and retraining grants. Eight million dollars is allocated for school buses, and $2 million for teacher grants. The remainder of lottery proceeds fund miscellaneous other educational programs.
 

Overall, distribution of net proceeds for education represented 29 % of total lottery revenues for the period January 7, 2002 through June 30, 2003.

Organization and Operations
The SCEL is governed by a commission consisting of nine members who serve three-year terms. These nine members are appointed as follows: three members are appointed by the governor, three are appointed by the president pro tempore of the Senate, and three are appointed by the speaker of the House of Representatives. The commission is empowered to carry out the mandated functions of the SCEL under Section 59-150-60 of the South Carolina Code of Laws, as amended, including the promulgation of regulations under the Administrative Procedures Act. 

The SCEL is headed by an executive director and a chief operating officer. The SCEL has currently 130+ employees and is organized into six departments. These departments are 1) internal operations, 2) information technology systems, 3) sales and marketing, 4) security, 5) legal services, and 6) finance. An internal auditor reports directly to the lottery commission.

The SCEL also has three regional offices. The main office is located in Columbia, and the remaining two are located in Charleston, and Greenville.

Created by Section 59-150-325, it should be noted that there exists also the South Carolina Education Lottery Oversight Committee, which consists of 12 members. This committee must meet at least annually to review the operations of the lottery commission and evaluate its success in accomplishing its statutory aims and duties.

Finally, the Educational Lottery Act (Section 59-150-340 (A)) mandates that all administrative or operating expenses, and retailer commissions, including advertising and contractual, must not exceed 15 % of total sales. Currently, these SCEL expenses total roughly 13 % ($141.6 million) of all revenue sales or (6 %=operating and 7 %=retailer commissions) since start up.
 

Prizes and Players

Total prizes won during FY 2002 amounted to $200.3 million, and in FY 2003, the total equaled $411.7 million. Prizes, therefore, resulted in a cumulative total for this period of roughly $615 million or 58 % of total lottery revenues.
 This exceeds the minimal legal requirement for prize money of 45 %.

Prizes run the gamut of typical lottery games and, a few, that are unusual. The Powerball Jackpot on December 1, 2003 was $57 million. Instant tickets can payout as few as $5-10 or upward to $25,000. Instant game winners (“Cash Bonanza”) advertised currently on the SCEL Internet site, for example, indicate prizes ranging from $1,000 to $10,000. Other instant game prizes reach $75,000.
 In some games, prizes include a trip to the Caribbean or a Harley Davidson motorcycle.

In November 2002, a demographic study of players was conducted by MarketSearch Corporation on behalf of the SCEL. The sample size consisted of 1,245 South Carolinians meeting certain lottery qualification specifications (Adults 18+, stratified sample, age and gender quotas, etc.), of which 587 were identified as having played the lottery at least once. The principal findings were:

● Forty-nine percent (49 %) of all adults have played the SCEL.

● “Frequent players tend to be skewed most heavily to African-American males with incomes under $50,000.”

● “Scratch players have a skew toward younger players, households with income under $20,000, African Americans, and men.”

● “Powerball players are heavily skewed toward men, Caucasians, and households with income over $80,000.”

● The order of lottery games most played are 1) scratch, 2) Powerball, 3) Pick 3, and 4) Carolina 5.

● Eighty-seven percent (87 %) of SCEL players purchase their lottery tickets at convenience stores. 

Conclusion

This monograph has examined briefly state lotteries—their history, practices and operations—and as well, some public policy issues connected with both gambling and lotteries. Additionally, some review was given to South Carolina’s two-year old state lottery. Again, the primary intent was to provide an informative synopsis, one which allows readers a basic understanding of what has been termed “the state lottery phenomena.”

Beginning with the early 1960s, state lotteries have had a notable impact on state revenues and public policy. Education and other state needs have profited from their pervasive existence throughout the United States. Once outlawed and considered a vice, lotteries are now acceptable to a majority of Americans and enjoyed as entertainment or as a mere pastime.

As this monograph points out, state lotteries are quite similar in many respects. They are state-operated monopolies. They offer similar games and prizes. All state lotteries earmark net proceeds for a “good cause.” They utilize modern marketing and promotional strategies. Furthermore, lotteries generate the maximum sales and revenues that are reasonably conceivable, given public tolerance and statutory restrictions.

In conclusion, one must take state-run lotteries as a serious public policy matter. Indeed, they should be understood, how they function and perform, for this is the first step in grasping the meaning and context of lotteries in light of their role in serving the changing nature of public interest. 
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Appendix

Rank per Capita

Lotteries Ranked by Fiscal Year 2002 Sales
	Lottery State or Jurisdiction 
	Population 
(millions) 
	FY 2002
Sales 
(millions) 
	Annual 
Sales per
Capita 

	Rhode Island 
	1.05
	$1,171.10
	$1,115

	Delaware 
	0.80
	$674.01
	$843

	South Dakota 
	0.76
	$629.96
	$829

	Massachusetts
	6.35
	$4,213.22
	$663

	West Virginia
	1.81
	$848.63
	$469

	District of Columbia 
	0.57
	$211.13
	$370

	Georgia
	8.19
	$2,449.36
	$299

	Connecticut
	3.41
	$907.90
	$266

	New York 
	18.98
	$4,753.62
	$250

	Maryland
	5.30
	$1,306.55
	$247

	New Jersey
	8.41
	$2,068.52
	$246

	Oregon 
	3.42
	$816.94
	$239

	Ohio
	11.35
	$1,983.11
	$175

	Michigan 
	9.94
	$1,688.04
	$170

	New Hampshire
	1.26
	$212.90
	$169

	Pennsylvania
	12.10
	$1,934.16
	$160

	Kentucky
	4.04
	$638.72
	$158

	Virginia
	7.08
	$1,108.07
	$157

	Florida
	16.64
	$2,330.36
	$140

	Texas 
	21.27
	$2,966.27
	$139

	Vermont
	0.61
	$81.99
	$134

	Illinois
	12.42
	$1,590.15
	$128

	Maine
	1.27
	$157.90
	$124

	Indiana
	5.94
	$626.31
	$105

	Missouri
	5.60
	$585.19
	$104

	Colorado
	4.43
	$407.97
	$92

	California
	33.90
	$2,915.90
	$86

	South Carolina
	4.00
	$319.99
	$80

	Wisconsin
	5.36
	$427.57
	$80

	Minnesota
	4.92
	$377.36
	$77

	New Mexico
	1.82
	$133.97
	$74

	Kansas
	2.60
	$190.08
	$73

	Washington
	6.04
	$438.61
	$73

	Idaho
	1.28
	$92.67
	$72

	Puerto Rico
	3.81
	$267.40
	$70

	Louisiana
	4.47
	$311.62
	$70

	Iowa
	2.93
	$181.22
	$62

	Arizona
	5.50
	$294.82
	$54

	Nebraska
	1.72
	$73.91
	$43

	Montana
	0.90
	$33.63
	$37

	Total U.S.
	349.73
	$42,927.34
	$123


Source: North American Association of State and Provincial Lotteries. Retrieved January 9, 2004 from http://www.naspl.org/rankpercap.html. 
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