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Hall of Fame 2007

PGRI’s Lottery Industry Hall of Fame 2007
The Lottery Industry Hall of Fame was founded by Public Gaming 

Research Institute in 2005 as a means of honoring those who have 
done the most to make the world lottery industry the great success that 
it is. The recipients this year are all a credit to that ideal.  The three 
newest members were voted in by the 23 current members of the Lot-
tery Industry Hall of Fame.  See www.lotteryindustryhalloffame.com for 
more information about the membership and the selection procedure.

PGRI, and their peers in the world lottery industry, congratulate the 
2007 members of PGRI’s Lottery Industry Hall of Fame. They join a 
very select and distinguished group of world lottery industry leaders.

Lottery Industry Hall of Fame Induction Ceremony
Date: Wednesday October 3, 2007
Time: 5:00 pm to 5:20 pm
Place: Kentucky International Convention Center,  Room 100

The time and place make it convenient to go directly to the World-
Meet ’07 opening night reception (5:30 pm.) and the opening session 
of the trade show at the conclusion of the ceremony.  

Recipients of the Lottery Industry Hall of Fame 2007:

CONSTANTINOS ANTONOPOULOS
CEO, Intralot, Greece
Constantinos (Costas) Antonopoulos is on a mission, dedicated to 

helping lotteries raise signifi cant amounts of revenues for good causes 
around the world. His hard work, his vision and dedication to the 
customers and the communities that they serve has led to the estab-
lishment of a global presence in over 40 countries with over 3,600 
employees. That’s up from the 10 employees Intralot had in 1992 
when Costas co-founded Intralot and assumed the position of Gen-
eral Manager. Costas’ philosophy has always been to provide the best 
technology through signifi cant research and development, to provide 
the highest levels of customer service through strong partnerships 
with his customers, to provide the best working conditions through 
cooperation and training and to provide a benefi cial presence in all of 
the communities that he serves through support, social responsibility 
and good corporate citizenship. Costas established a client-oriented 
philosophy and created autonomous business units by creating strong 
teams and minimizing hierarchies. Costas’ inspired leadership has re-
sulted in product and marketing innovations that are driving growth 
and winning customers. In addition to his responsibilities at Intralot, 
Costas is active in numerous Greek and international business ac-
tivities. Costas has received many honors for his continuing pursuit 
of excellence and international leadership. His many awards include 
the ‘Businessman of the Year 2004’, the ‘Best Manager for Innova-
tion 2005’, ‘Best Global Oriented Manager 2005’ and ‘Best Manager 
FTSE/ASE 20’ for 2006. Costas has a degree in Electrical Engineer-
ing and a Master of Science degree in Systems Reliability.

REIDAR NORDBY, JR.
President & CEO,  Norsk Tipping AS
The Norwegian National Lottery, Norway
Reidar Nordby, Jr. has been the President and CEO of Norsk Tip-

ping, the Norwegian National Lottery, since 1989. Reidar served as 
President of the World Lottery Association (WLA) from 2000 to 
2006. Under Reidar’s leadership, the WLA became a truly world-
class organization, has made the international lottery community 
stronger and strengthened relations between the fi ve Regional Lot-
tery Associations. Reidar has also initiated the WLA Security and 
Risk Management Standards and the newly developed RFP stan-
dards. He is a member of the WLA Strategic Development Com-
mittee, the Board of Directors of Viking Lotto, and the European 
Football Pool, and is chair of the WLA Suppliers Relations Com-
mittee. In recognition of his international orientation, he has been 
appointed Member of the Strategic Advisory Board, China Center 
for Lottery Studies at Peking University. Under the leadership of 
Reidar, the Norwegian National Lottery has been among the top 
ten most admired companies in Norway for 12 consecutive years. 
Reidar is Consul for the Kingdom of Sweden and has been awarded 
the Swedish Royal Order of the Northern Star. Reidar is the author 
of several academic publications, including: 

Jacobsen, K, Hofman-Bang P, and Nordby Jr, R. “The IC Rating 
model by Intellectual Capital Sweden” Journal of Intellectual Capital, 
Vol 6 no 4, 2005,, Jacobsen K, Hofman-Bang, P, and Nordby Jr. R., 
Ledelse, måling og rapportering av intellektuell capital, Magma, 
Tidsskrift for økonomi og ledelse, Vol 8, no 5, 2005.

JAN STEWART
CEO, Lotterywest, Australia
Jan Stewart sums it up… “Since my almost ‘accidental’ and unplanned 

entry to the lottery business back in 1987, I have found this business an 
endless source of interest and personal satisfaction. I am committed to ex-
cellence in the operations of Lotterywest, in the World Lottery Association, 
and to making whatever contribution I can to enhance the standing of the 
lottery business throughout the world.”  Jan’s background is social work 
(graduated with a Masters of Social Work in 1992). Her career in the 
lottery industry began in July 1987 when she was offered a position 
as a consultant to the Board of the Lotteries Commission of Western 
Australia (LCWA - now Lotterywest). In 1992, Jan was formally ap-
pointed to the position of Chief Executive Offi cer of Lotterywest, a 
position she has held since that time.  

Today, Jan is one of the most recognizable and visible leaders in 
our industry for having made presentations and moderating panel 
discussions at virtually every World lottery Association (WLA) 
conference since its inception in 1999. Jan’s service to the mem-
bership of the World lottery Association is widely appreciated and 
respected. Over the past 8 years, Jan has held numerous positions 
in the WLA and works tirelessly to promote the cause of lotteries 
throughout the world. Presently, Jan serves on the Executive Com-
mittee and holds the position of Senior Vice President of WLA. 
Additionally, Jan is a member of the WLA Security and Strategic 
Development Committees, the WLA Communications Commit-
tee, and is now leading a group to work on the development of 
WLA marketing standards for our membership.  ◆
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With over 80 000 lottery terminals put into service worldwide in the last 8 years, Sagem Défense Sécurité is
a leading manufacturer offering a wide range of terminals. But what our clients appreciate most about
Sagem Défense Sécurité, even more than our technology, is our ability to innovate and find solutions for all
their needs. So, if you need cost-efficient terminals that meet your unique demands, don’t forget to call
Sagem Défense Sécurité ! lottery.terminals@sagem.com - www.sagem-ds.com

SAGEM DEFENSE SECURITE TERMINALS, 
GAMING INDUSTRY IS A SERIOUS THING.
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An Interview with Arch Gleason

Paul Jason (PJ): How have your ex-
periences as president of the World Lot-
tery Association changed your perspective 
on our industry from when your only 
focus was as president and CEO of the 
Kentucky Lottery and from your tenure 
as NASPL president?

Arch Gleason (AG): This role as 
WLA president has opened up a literal 
world of experiences for me. I’ve been 
exposed fi rst-hand to the vast array of 
societal and cultural differences from so 

many different corners of our world. I’ve also seen the wide variety 
of developmental stages in lottery organizations around the world.

Despite these differences, these experiences have also rein-
forced for me a tremendous amount of common ground shared 

by lottery organizations. No matter where they’re located, at the 
end of the day every lottery I’ve encountered is in the business 
of offering games of chance to the playing public. Their success 
is based on the public trust in the integrity of the games and op-
erations. Add this to the fact that we all raise money for public 
benefi t and good causes, and you quickly see we all shared a great 
deal in common no matter where we’re located. 

PJ: What are some of the more important current initiatives of 
the WLA?

AG: As a membership organization, the WLA’s primary objec-
tive is to provide educational opportunities and forums through 
which our membership can exchange thoughts and share expe-
riences. One of the key outlets we have to make this happen is 
through the WLA Academy. This program is being restructured, 
and will be reintroduced in a much different format and with im-
proved content in 2008. The Academy will focus on core courses 
that will be offered around the globe, but they will be customized 
to refl ect the nature, culture, environment, and the stage of lottery 
development in the particular region where they’re being held.

There are also a variety of other initiatives the WLA is under-
taking. These include launching the responsible gaming frame-

work of our corporate and social responsibility initiative, main-
taining, improving, and increasing the adoption of the WLA’s 
security control standards, and embarking new initiatives, which 
will set forth marketing and distribution best practices. 

PJ: There’s been a tremendous amount of discussion about these 
WLA security standards. How will these benefi t lottery organizations?

AG: The standard that’s been set forth by the WLA is the 
ISO 27001. This standard allows lottery organizations to ensure 
we’re conducting security measures to highest acceptable public 
standard. One of the best things about this standard is that it’s 
scalable – both small and large lotteries can scale the standard to 
fi t their organization and the risks associated with the scope of 
their lottery activities and operations.

I have no doubt that this will be one of the key elements which 
will set us apart from other gaming operators, and this will ultimate-
ly be the way lotteries are successful in competing against them.

PJ: I know that you would want to hold your lottery accountable 
to the highest standards because it’s the right thing to do and you are 
responsible to your constituents to fulfi ll high expectations, but to what 
extent will holding the performance of the lottery to a higher standard 
in an area like security differentiate the lottery in ways that will provide 
a competitive advantage over against other gaming venues?

AG: Of course, reinforcing the public trust in our security is 
important to our lottery brand. The development and adoption 
of higher standards and best practices is a key differentiating 
strategy that will ultimately help our member lotteries be more 
successful in an increasingly competitive gaming environment. 

PJ: There are so many different ways of operating a lottery – is it 
diffi cult to get all of the members of the WLA to work together, and 
how hard is it to build consensus?

AG: You’ve hit on one of the great things about the organiza-
tion. We’re a tremendously diverse group, from the perspectives 
of culture, political environments, and stage of lottery develop-
ment, which means a number of different viewpoints are brought 
to the table. Even in light of this, it has not proven diffi cult to 
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An Interview with Arch Gleason
President and CEO of Kentucky Lottery Corporation, President of the World 
Lottery Association (WLA), and Host of this year’s World-Meet ‘07

Arch Gleason

I have no doubt that the WLA security standards will be one of the key elements 
which will set us apart from other gaming operators, and this will ultimately be the way lotteries 

are successful in competing against them.
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An Interview with Ed Trees

An Interview with Ed Trees
Executive Director of the Pennsylvania Lottery

Paul Jason (PJ): I notice on the Penn-
sylvania Lottery Web site that your operating 
expenses are listed as 2 percent of total sales; 
that is an impressively small fi gure, refl ecting 
a very effi ciently run operation. Is there any-
thing you could point to as being something 
your organization does differently to yield 
this high level of operating effi ciency?

Ed Trees (ET): Pennsylvania runs 
its Lottery like a business. We are con-
stantly looking for more cost-effective 
ways to operate our business. I believe 

U.S. lotteries in general are exceptionally effi cient operations. We 
take our responsibility to maximize profi ts for benefi t programs 
very seriously and therefore strive to be as effi cient as possible.

PJ: Is there anything you are focusing on now to improve your op-
erations, to make them even more effi cient and effective?

ET: We see the task to streamline operations and improve our 
effi ciencies as ongoing. We are currently in the midst of tran-
sitioning myriad hard copy documents to electronic copies via 
an imaging system to reduce paper fi les. Work continues with 
our electronic OrderPad (tablet) projects to reduce paperwork 
requirements for our sales force and allow them to focus on the 
needs of their retailers and devote more time to serving them.

PJ: You have had to adapt to dramatic change in recent years.  How 
has the expansion of gaming in Pennsylvania (with the introduction of 
slot machines) affected the Lottery?

ET: The introduction of slots in Pennsylvania is intended to 
redirect the estimated $3 billion that Pennsylvanians annually 
spend playing slots in other states. Slots are not intended to com-
pete with the Lottery and we have no reason to believe that they 
will. Further, playing the Lottery is a fundamentally different 
experience than playing slots. Consumers can purchase Lottery 
tickets at 8,500 different locations in Pennsylvania, while there 
will be – at most – 14 slots facilities in the state.

While many Lottery purchases are impulse buys – picking up a 
ticket at the counter while a clerk checks out the few items you 
made a quick stop to purchase – slots are destination-based enter-
tainment, and players must consciously plan to make a trip to a slots 
facility. I’m confi dent this Lottery will continue to generate ample 

revenue for programs that benefi t older Pennsylvanians, even as 
slot machines become available as another form of entertainment.

PJ: How do you maintain growth when your customer is being pre-
sented so many new choices of games and venues? Any thoughts on 
how to adapt to dramatic change in general?

ET: We believe the key to continued growth is to maintain our 
focus on the core business areas that have brought the Pennsylva-
nia Lottery success over the past four years. We will continue to ex-
pand our retailer network, as well as offer various bonus programs 
and increased earning opportunities through retailer incentives 
and promotions. Combining these elements with effective market-
ing of our product; appealing and effective advertising; monthly 
consumer promotions such as buy one/get one free, buy fi ve/get 
one free, etc.; improving merchandising efforts at retail locations 
in addition to seeking ways to improve our product positioning; 
and increased winner awareness as well as maintaining our strong 
benefi ts awareness will carry the Pennsylvania Lottery well into 
Fiscal 2008 with continued success and growth.

We will remain focused on our efforts to be topical, newswor-

thy, and creative with both Lottery products and Lottery pro-
grams as we work to continue growing our business. The Penn-
sylvania Lottery has been one of, if not the fastest growing U.S. 
lottery over the past four years, and we believe we will continue 
our strong and robust sales.

PJ: Could you tell us a little about which games are most likely to be 
an important part of the future of the Pennsylvania Lottery?

ET: In the short term, each of the new games we introduce or new 
and innovative methods of play we offer, will continue to perform an 
important role for the Pennsylvania Lottery. Looking ahead to the fu-
ture, however, new games or adaptations of existing games will be nec-
essary as the shelf-life of terminal-based games continues to shorten.

We have found that improved and appealing games – licensed prop-
erties for instant ticket games such as ‘The Price Is Right,’ ‘Deal Or No 
Deal,’ and ‘American Idol,’ and innovative methods to play and win 
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Ed Trees

U.S. lotteries in general are
exceptionally effi cient operations.

“With its commitment fi rmly in place to grow net revenue to accommodate the rising number of older Penn-
sylvanians who benefi t from Lottery-funded programs – by responsibly increasing ticket sales and offering 
players and retailers the latest in innovations to keep its product line fresh and diverse – the Pennsylvania 
Lottery has become an industry leader in the 21st Century.” – Ed Trees, Executive Director, Pennsylvania Lottery

…continued on page 26





An Interview with Leo DiBenigno

An Interview with Leo DiBenigno, 
      Secretary of the Florida Lottery

Mark Jason (MJ): You’ve held many 
positions in government. How would you 
compare the politics involved in your current 
position with other positions you have held?

Leo DiBenigno (LD): My position to-
day is surprisingly less political than a lot 
of other jobs, but a lot more fun.I am very 
fortunate, and very honored, to have been 
given this opportunity. I truly consider 
mine to be the best job in state govern-
ment. I know we’re not curing cancer, 
and I know we’re not doing a lot of other 

things that other state agencies do. But raising money to fund incred-
ibly benefi cial educational programs is something that motivates me 
every day. What interests me, what motivates me most in this job, and 
why I came back to the Lottery after having left for three years, is that 
it is the only job in government that I’ve experienced in which the 
results of a decision implemented today can begin to be tracked imme-
diately. And that’s very gratifying. You don’t often have that opportu-
nity in government. You make decisions, you implement programs and 
policies in government that can take years to derive benefi ts. In the 
Lottery, we make a decision, we implement, and we can see whether 
we were right or wrong the very next day. And then, like a business, 
we adjust, we constantly improve in order to raise even more money 
for education. This job is less political for me because our governor has 
an incredible respect for the will of the people. He understands that 
Floridians voted for the Lottery twenty years ago, and in their wisdom, 
expect a lottery that is run with absolute integrity, absolute fairness, 
and one that carries out its mission to raise money for education. So 
he’s been very supportive of my fi rst six months to really carry out that 
mission. Again, it goes back to his respect for the will of the people in 
this state, when they voted in support of the lottery.  

MJ: What do you see as some of the most important current initiatives 
of the Florida Lottery?

LD: For the past six months, I’ve really tried to take stock of where 
the Lottery has come from. I knew that a year into the job we’d be 
celebrating the Lottery’s 20th anniversary, and I knew with that there 
would just be some natural opportunities to do some things that the 
Lottery really hadn’t done up until now. So, I’ve taken the opportu-
nity to really look at everything we’ve done and tried over the past 
19 years and reconsider some of them to see if we can do them dif-

ferently, respond to our players in ways that up until now perhaps 
we haven’t been able to do. Always with the mind-set that of course 
we are going to be celebrating our 20th anniversary very soon, and I 
think there’s going to be a natural expectation among the public that 
we do something special. 

New Ideas
LD: Having said all of that, we have begun the process of imple-

menting some ideas for new initiatives. Late last year, like many other 
states, we did a raffl e for the fi rst time in our history. We had tremen-
dous success with that, so much so that we went ahead and did another 
raffl e this past July 4th. We are going to continue doing on the scratch-
off side our family of games. We are going to occasionally bring out 
groups of related scratch-off tickets. That seems to have a great appeal. 
Right now we’ve got something that we call the ‘Life Family of Games’ 
that are doing tremendously well. In fact, of all the family of games 

we’ve ever done, this one is performing better than any we’ve done 
in the past. And then we’re going to look at some structural changes, 
enhancements, to things that haven’t changed in a long time. For ex-
ample, I know later some of your questions talk about the role of pos-
sibly ITVM’s (instant ticket vending machines). Florida had ITVM’s. 
The last time was about fi ve years ago, and we’re very interested in 
pursuing bringing ITVM’s back into Florida. So really everything is on 
the table that we’re legally able to do, to try to reconsider or consider 
for the fi rst time and just be responsive to our players. 

Raffl es
MJ: Your raffl e has done really well. Any idea why your raffl es would be 

so successful, where raffl es have not been in some other states?

LD: We had the good fortune of launching our fi rst raffl e during 
the holiday season. Florida enjoys an incredible sales increase during 
the holiday season. It has mostly to do with our tourists. But that I 
think is the main reason, other than the fact that it’s the fi rst time our 
players have ever had an opportunity to participate in a raffl e. Those 
are the main reasons the fi rst one performed so well. In the summer-
time, I’m the fi rst to admit that, while it sold out and we didn’t have 
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Why it’s important to explore opportunities to change with new games, new retail channels, new distribu-
tion  through new media, even considering the possibility of new economic models…

…continued on page 32

We’re very interested in pursuing bringing 
ITVM’s back into Florida.
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These Exciting Times – Lara Wood

These are Exciting Times – Lara Wood
Atlantic Lottery Corporation Successfully Implements Internet Gaming

Paul Jason (PJ): What were your objectives in the initial Internet 
gaming planning stages?

Lara Wood (LW): In our case, because the Internet was a new 
channel, Responsible Gaming was a very important part of our 
initial planning process. We are continually researching our play-
ers to determine what they want and how to meet their needs. 
Around 5 years ago we began to notice how people were doing 
more and more banking and shopping online. This indicated that 
we would need to have this choice be available to our players. At 
the same time, we started thinking about how we can do this 
responsibly, and we realized that we cannot go into this without 
doing thorough due diligence and really understanding it. From 
the very beginning, when we started to assess the technical re-
quirements, what the site would look like, what the games would 
be, we focused on responsible gaming as a vital component to a 
successful implementation. We worked with an external group of 
experts, a consortium of responsible gaming experts. The chal-
lenge was that at that time regulated gaming on the Internet 
was so new that there simply were not a lot of Internet specifi c 
experts. So we enlisted the support of experts from all different 
industries, who started providing us with input from a whole 
spectrum of different controls that we could put into place and 
from that list we actually began to hook up with Internet focused 
experts and we started to determine what things should be added 
that will add incremental value. Then we started to analyze the 
big list to determine precisely what combination of controls de-
livers maximum player protection. So where we ended up was 
with a suite of responsible gaming features which still allows the 
player to relax, enjoy the games and have a great playing experi-
ence but puts some tools and information at their fi ngertips to 
help them manage their playing responsibly.  

Now we have a registration process which requires the player 
to sign up for an account. Then we have a third party verify all 
the information to determine that the player is of age, minimum 
19 years old, and has a valid residence in Atlantic Canada. These 
are two criteria that must be met not just for responsible gam-
ing but to be compliant with our regulatory commitments. Once 
that’s done, the player then has a tool to establish a spending 
limit for themselves. It is important to cause the player to go 

through the thought process of deciding on a limit, so everyone 
is required to do this before beginning to play. It’s surprising how 
many people set limits below the maximum, which is $99 per 
week. Many people choose limits in the $10 to $30 range.  

Once you get into the sight, you have clearly visible links to 
help the player keep it fun and responsible. There is a session 
clock to keep track of how long you’ve been playing. There is 
also a self exclusion program which allows you to exclude your-
self for periods of time or to provide a ‘cool down’ time, and the 
system will not let the player back into their account for the des-
ignated period of time. Then we also have a self-assessment ques-
tionnaire that can be printed out that has tips on how to keep the 
playing fun and to help the players understand and assess their 
playing behavior and the amount they play. 

PJ: Could you tell us a little about the companies that supply your 
Internet products? 

LW: We have a suite of 5 Ingenio products that we offer right 
now under the category of interactive. I don’t know if you saw 
the logos on the front page. iBingo – we consider a category.  
‘Pick and Click’ are the probability games that we consider a 
category. Both of those are offered by Boss Media on the same 
platform. To the consumer, all the categories are not separate, 
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Following is an interview with Lara Wood, Director Brand and Market Development, Atlantic Lottery 
Corporation. I would encourage you to visit the ALC website to see the Internet, iBingo, and Playsphere 
implementations. www.alc.ca.

…continued on page 30
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Innovate to Generate
By Charles Cautley, Senior Vice-President and Chief Technology Offi cer, GTECH Corporation

The capture and development of new 
ideas has taken on much more signifi -
cance for top-level executives worldwide. 
Today, “innovation” is the competitive 

differentiator. In fact, creating a culture of innovation is the key to 
survival in today’s competitive global marketplace. This is true for 
companies like GTECH and for the lottery industry as a whole. 

An idea alone is of no value. The successful application of innova-
tion is a multi-step process. It is not just about creating the idea but 
creating a culture that takes an idea through implementation and 
producing value in the market faster than anyone else. In my years of 
experience, I have seen companies use innovation to build substan-
tial business and accelerate growth. Across the board, the following 
three business practices are key to innovative success. 

To begin, complacency kills creativity. Shake up the status quo of-
ten so ideas that simmer below the surface have the opportunity to 
rise above the fray. There is great value in creating teams consisting 
of employees with diverse outlooks and mind sets that challenge each 
other, challenge the corporation, and question assumptions. Every 
employee should be encouraged through objectives and rewards to 
fi nd time to work on solutions that will impact the future.  

Second, an idea must be supported by a process that pursues it 
and implements it. Unfortunately, most corporate cultures and bu-
reaucracies inherently stifl e our risk appetite; only ideas that have a 
high chance of success are chased. This often leads to incremental 
improvements only, while the big ideas are chased by others. Break 
away the best employees from the bureaucracy of the mother ship and 
grant them the fl exibility to follow through with their creativity.  

Third, management holds the key for innovation to blossom.  Be 
unfailingly committed to improvement and change. Failure of trying 
should be rewarded over not trying. ROI (Return on Investment) is 
important but many innovations take time to fi nd their sweet spot and 
meet their potential. Be patient. The customers will reward you for it.

There are many examples of companies that are leaders in the in-
novation process including 3M, General Electric, and Google. At 3M, 
innovation is at the heart of its culture where failure is tolerated and in-
novation openly rewarded. General Electric embraces change by rap-
idly adopting ideas across the business units (e.g. Six Sigma) and build-

ing diverse teams to challenge the status-quo. Google has organization 
principles dedicating more than 10% of work time to innovation.  

Innovation is the Lifeblood of GTECH 
As Architects of Gaming, GTECH is uniquely positioned to pro-

vide the value that our customers need to grow in a rapidly chang-
ing industry. As part of GTECH’s ongoing innovation process, we 
launched a global campaign this summer to challenge our employees 
to come up with as many new ideas as possible. We asked for new 
product ideas; better ways of developing, delivering, and selling; and 
how to get to market quicker and less expensively. We received more 
than 2,100 ideas. Employees who participated were entered into a 
raffl e for great prizes such as a plasma television, X-Box 360, iPods, 
and $300 gift cards.  

The idea generation was just the beginning. A team of “innovation 
champions,” which includes the senior leadership, went through each 
idea and narrowed the list down to high-value ideas. Organizational 
improvement ideas with high-internal value were immediately handed 
to the respective department managers. Product ideas that were al-
ready in progress were injected into our product plans, and the remain-
ing thoughts were evaluated against GTECH’s strategic business goals. 
The top ideas are now being reviewed for IP protection and are being 
included in our Marketing and Technology three-year plan.

Since joining GTECH four months ago, I’ve been listening to our 
customers and understanding their urgency to create more value in 
the marketplace. Our global innovation initiative goes hand-in-hand 

with this revenue imperative. Our commitment is to anticipate mar-
ket trends in order to create technology and products for the future. 
The more effective and effi cient GTECH is at developing and deliver-
ing its products and services, the lower our costs are to our customers. 
This, in turn, will enable our customers to generate more income for 
good causes. Here are some of the key growth ideas stemming from our 

Charles Cautley

What bright idea did you have today? We all come up with “innovative” ways to 
perform our duties and get the job done. But many times, when a truly creative idea 
comes to mind, we’re too busy with our daily activities to expand on that idea, let-
ting it slip us by, only to be kicking ourselves later when a competitor has beaten us 
to the punch. The end result: a potentially lost opportunity that could have directly 
affected your company’s bottom line. 

…continued on page 25

Creating a culture of innovation is the key to 
survival in today’s competitive global marketplace.
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Looking to generate billions of dol-
lars in the short term to cover a current 
budget defi cit, the State of Florida an-
nounced recently that it will consider 
“privatization” of its state lottery pre-
sumably with the goals of increasing rev-
enues and enhancing effi ciency. Similar 
announcements have been made in 
other states, like California and Illinois. 
Given the time, complexity and po-
litical will required to achieve this goal, 
privatization (however it is defi ned) may 
or may not be the solution to fi nd the 

substantial revenue needed to cover the 
State’s current budget defi cit. Depending 
on how and what is done, one can ask 
ourselves whether such an effort is nec-
essarily the right course of action.

Many state lotteries are already 
largely privatized. Facility management 
contracts frequently delegate to private 
companies the operations of large seg-
ments of their business in return for an 
agreed-upon small percentage of lottery 
sales. For example, private companies 
are already provide scratch ticket sys-
tem covering printing, distribution and 
accounting, for on-line terminal system 
covering the design and implementa-

tion of the hardware, software and network, the sale, distribution 
and accounting of the games going through the system, the back 
offi ce MIS, etc. Private companies often are already providing 
advertising, promotion and communications services to state lot-
teries. In practice, the typical U.S. government lottery is already 
privatized to a large extent, leaving aside the questions of draws 
and the security aspects of the organization. Thus, current talk of 
privatization needs to take this practical reality into account. 

In a “full privatization” model, the future licensee must develop 

fi nancial projections to evaluate how much it can pay up front. 
It then needs to fi gure out which games will be played during the 
term of the license and forecast their sales results for the term of 
the license: 10, 15 and even 25 years. This is a very diffi cult “crys-
tal ball” exercise. No consumer goods company can predict the 
sale of their products over such a long period of time. The taste of 
the consumers will change and new technology could eliminate 
current products and create totally new and unpredictable type of 
products. Who could predict 10 years ago that the most important 
distribution mean for the sale of gaming products in the world 
would be the Internet, and that lotteries in the United States 
would be prohibited from using this channel of distribution? 

If a state is looking not only at solving a short-term defi cit prob-

lem but also at improving the effi ciency and productivity of its 
lottery, it would be well advised to examine as well its lottery’s 
current operational structure and, doing so, it may fi nd additional 
helpful steps to deal with its short-term fi nancial problem. State 
governments have traditionally assumed direct responsibility over 
lottery operations by giving the responsibility for the lottery to a 
department, to a commission reporting to the legislature or to a 
State corporation. Which way is better, or is there a better way? 
If one would like to get into the details of each model the reader 
could read the book Dissected & Re-assembled – an analysis of gam-
ing which concludes that, considering the nature of a Govern-
ment, a State Corporation should do better than a department or 
a Commission. Very few states in United States have decided to go 
that route and it is diffi cult to compare the results of each model 
as many other important variables may infl uence the results, the 
most important of which being the type and number of games au-
thorized by the state government’s legislation.

In most of the other countries of Western Europe, Canada and 
Australia, the state corporation approach is the most popular model 
chosen by governments and with good results. In countries where 
a full privatization was implemented under the control of a state 
regulator or commission, the licensee does not seem to have a larger 
freedom to operate than a state corporation. Very often, the private 
licensee is operating within a very tight regulatory framework with 
little maneuvering room for entrepreneurship behavior.

Privatization or Modernization of State Lotteries? 
That is the question!
By Philippe Vlaemminck, Jean-Marc Lafaille and Cleta Mitchell

Privatization companies often are already providing advertising, promotion 
and communications services to state lotteries. In practice,

the typical U.S. government lottery is already privatized to a large extent.

Cleta Mitchell

Jean-Marc Lafaille

Phillippe Vlaemminck
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In Europe, both the privatization and modernization  ap-
proach has been tested. Having evaluated both approaches, 
it is clear to us that a well-conceived and effectively em-
powered state corporation can provide huge advantages to a 
government. Considering the specifi c situation of the U.S. 
state lotteries, an strategy focused on regulatory and corpo-
rate modernization could be very benefi cial and provide the 
respective governors and legislatures with the solution for 
both the budgetary problems and the necessary responses 
to the demands of consumers and society at large. Such 
approach will need to take into consideration all interna-
tional, federal and state law requirements to avoid that an 
uncontrolled liberalization of the gaming market would oc-
cur or that some inconsistencies in the policy would lead to 
further legal battles as it was the case with the IHRA.

A solution could be to create a state corporation with the 
proper degree of autonomy to run the state lottery. This corpo-
ration could be asked to pay up front for its license an amount 
equal to the current yearly profi ts multiplied by the number 
of years of the license (should not be much more than 7 to 10 
years because of the incertitude). The state corporation could 
then go to the banks and borrow the money to pay for the li-
cense. This way the state government will get up front money 
to cover its defi cit, and will achieve increased effi ciencies and 
productivity, which will inure to the benefi t of the State Lot-
tery as well. After the term of the license, the Government 
can repeat the operation or decide to do otherwise.  ◆

Philippe Vlaemminck is the managing  partner of Vlaemminck 
& Partners, a Belgian law fi rm specializing in EU & WTO law 
and for more than 20 years substantially involved in defending 
the cause of lotteries at all levels (internet, privatizations, regula-
tory approaches, etc.) E-mail: pv@vlaemminck.com

Jean-Marc Lafaille has been General Manager of Atlantic Lot-
tery Corporation and CEO of Loto-Quebec. Later he became 
the president of Gtech Europe SA. He is currently an executive 
director of a Biotech company and of an audiovisual fi nancing 
company in Canada and a consultant in gaming services. E-mail: 
jeanmarclafaille@videotron.ca

Cleta Mitchell is a partner in the Foley & Lardner Washington offi ce, 
a member of the Firm’s Government and Public Affairs Department. 
She served in the Oklahoma state legislature and was, during her ser-
vice, Chairman of the House Appropriations and Budget Committee 
of the OK House of Representatives. E-mail: cmitchell@foley.com

What does it mean? 

Cost aside, regulators typically want assurances to 
two fundamental questions in their evaluation of a 

Video Lottery Central Monitoring System (CMS): 

Is the system the most advanced, 
proven technology on the market?

If so, does the supplier have the depth of staff, 
breadth of experience and financial strength to deliver, 

install and operate the system?

Scientific Games represents the platinum standard for 
the evolving, high-energy video lottery environment.  

Our AEGIS-Video™ CMS was the first to utilize SAS 6.01 and 
other leading-edge protocol – technologies that eliminate 
time-consuming, costly reprogramming, and give lotteries 

and their players quick access to the newest, 
most popular VLT themes.

Within the last two years, AEGIS-Video™ systems have 
been installed, or are now being installed, at customer locations 

in four North American regulatory jurisdictions – numbers 
that exceed those of any other system provider.

Today, our state-of-the-art systems provide control and 
monitoring of over 83,000 VLTs and operate venues ranging 

from large to small, from distributed networks to the 
most profitable racinos in North America.

www.scientificgames.com
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A solution could be to create a
state corporation with the proper degree of

autonomy to run the state lottery.
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One-stop shopping from the largest selection of lottery displays.  A full range 
of sizes accommodates a variety of opportunities: maximizing game facings 
to showcasing tickets on counter to capturing impulse purchases at checkout.  
An array of self-service and clerk-assisted terminals offering both instant and 
online games – our suite of lottery displays covers it all.  Talk with your local 
GTECH representative to see which size fi ts you. 

Game selection displays from GTECH: 
Choosing has never been easier.

GTECH® is an advocate of socially responsible gaming. Our business solutions empower customers to develop parameters 
and practices, appropriate to their needs, that become the foundation of their responsible gaming programs.



State Lotteries and Internet Gaming

Pending Lawsuit May Clarify Federal Law
as it Relates to State Lotteries and Internet Gaming
By Michael R. Shebelskie and William H. Wright, of law fi rm Hunton & Williams LLP

The Internet provides many opportunities for State Lotteries to increase their customer base and rev-
enues. State Lotteries, however, have not fully exploited those opportunities out of concern – and to a 
great extent, misunderstanding – over application of federal anti-gambling statutes to State Lotteries. A 
lawsuit fi led in federal court this July may help dispel some of that concern.

The lawsuit, Doncaster v. New 
Hampshire Lottery Commission,  con-
cerns the New Hampshire Lottery’s 
“Replay” program and implicates the 
right of out-of-state residents to par-
ticipate in the program via the Inter-
net.  Rulings in that case could make 
clear that State Lotteries have a green 
light to allow participation in such 
drawings over the Internet.

The Replay Program
The Replay program is a type of second-chance drawing akin to 

programs offered by other State Lotteries. Begun in 2006, the Replay 
program applies to every losing ticket sold in every New Hampshire 
Lottery game, whether an on-line or an instant game.  Each such tick-
et has a unique identifi cation code on its back. The holder of a losing 
ticket uses that code to register the ticket with the Replay program. By 
doing so, the holder receives “Replay Points” in an amount fi ve times 
the purchase price of the ticket.

The registrant uses Replay Points to participate in drawings.  
Each Replay Point is worth one entry into a regular drawing.  Ev-
ery three months there is also a big prize drawing called “Ultimate 
Replay.” Each entry in “Ultimate Replay” requires 100 Replay 
Points. A registrant decides which drawings to participate in and 
can enter as many times and into as many drawings as that person’s 
Replay Points allow.

Winners are randomly selected from the entries in each drawing 
and awarded non-cash prizes (such as gift certifi cates). Prizes also can 
be randomly awarded to persons registering a ticket. These prizes can 
be accepted or traded for additional Replay Points. Replay Points, 
however, have no cash value and cannot be redeemed for money.

All participation in the Replay program is conducted through 
the Internet. That includes initial establishment of an account, 
the registration of losing tickets, and the selection of drawings in 
which to participate.

Although non-residents of New Hampshire can purchase lottery 

tickets in New Hampshire, participation in the Replay program is lim-
ited to New Hampshire residents. Persons must attest when they reg-
ister with the Replay program that they are New Hampshire residents 
and also must provide a New Hampshire residential mailing address 
on the on-line application form. In fact, the on-line application form 
already has New Hampshire fi lled in as the State for an applicant’s 
mailing address. That pre-fi lled entry cannot be altered on-line.

The Doncaster Lawsuit
William Doncaster lives in Massachusetts and, according to his 

complaint, regularly travels to New Hampshire. He claims that he 
purchases lottery tickets there and complains that he cannot par-
ticipate in the Replay program because he does not live in New 
Hampshire. Doncaster seeks to maintain his lawsuit not only on 
his behalf, but as a class-action on behalf of all out-of-state persons 
who purchased lottery tickets in New Hampshire since the com-
mencement of the Replay program. Doncaster seeks compensation 
for the previous tickets that he and the class purchased as well as 
an injunction allowing participation by out-of-state residents in 
the Replay program.

Doncaster contends that the bar on out-of-state participation in 

the Replay program violates the equal protection and the privileges 
and immunities clauses of the U.S. Constitution. The equal protec-
tion clause provides that States cannot deprive persons of “the equal 
protection of the laws.” Generally speaking, that clause prohibits a 
State from treating like groups of people differently absent some le-
gally justifi ed reason. The privileges and immunity clause provides 
that “citizens of each State shall be entitled to all Privileges and Im-
munities of Citizens in the several States.” That provision prohibits 
a State from denying a non-resident a covered privilege or immunity 
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Michael Shebelskie

The Federal Anti-Lottery Act’s prohibition on 
use of the mails does not affi rmatively mention 

the mailing of prizes or winnings.

Mike Shebelskie’s and William Wright’s practice includes advice to private and governmental entities on Internet gaming and other gaming related 
matters. Hunton & Williams LLP, Richmond, VA Phone 804-788-8716. mshebelskie@hunton.com

…continued on page 24
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get members of the group to work together so long as we stay 
focused on that which we have in common. We are all lotteries 
that offer games of chance to the playing public, whose success is 
dependent on the public’s trust in the integrity of our games and 
operations and whose acceptance and popularity are bolstered by 
the funds we raise for public benefi t and good causes. 

This spirit of cooperation has extended to our regional asso-
ciations as well. For example, the WLA has worked closely with 

NASPL on the WTO case, and the WLA and the EL are cur-
rently working together concerning the European Commission’s 
consideration of liberalizing or opening gaming markets and 
increasing open market competition. We are most fortunate to 
work in a business where our diverse groups make sure to support 
and cooperate with each other.

PJ: Do issues and challenges differ much by region or continent, or 
do they share many of the same big picture issues?

AG: I think the Internet and how it will ultimately be utilized 
for gaming is the most signifi cant and pervasive issue relating to 
the conduct of lotteries and gaming around the world today, with-
out question. It’s interesting that even though this issue is common 
to everyone around the world, there are vastly different approaches 
to the questions of how to deal with Internet gaming. In the U.S., 
the question seems to be whether Internet wagering ought to be al-
lowed at all, versus in Europe, where the questions isn’t whether to 
allow it but rather how it should be regulated and should Internet 
gaming be liberalized to take a free market approach. So, there are 
quite different approaches to the same issue. 

I happen to believe that there is a common solution, no matter 
which way one approaches it. If it is ultimately decided that In-
ternet wagering should be provided, then the question becomes 
what’s the best way to regulate and control it. I think the answer 
is clearly to utilize the lottery organizations that have been creat-
ed and sanctioned by governments throughout the world to serve 
the interests of the public. This plays back into the development 
issues that we were talking about before. If Internet wagering 
becomes something that the governments want to allow, then 
lotteries want to position themselves to be the offerer of choice, 
both to the governments and to the playing public. We hope to 
do that by meeting a higher standard of corporate social respon-
sibility and security and protecting the interests of the public, 
we will be better able to manage the expansion of gaming in the 
most prudent and responsible way. 

PJ: How much interaction is there between NASPL and the 

WLA, and do you see the potential for more cooperation between 
regional operations?

AG: Besides the WTO case I discussed earlier, the WLA has 
cooperated with NASPL on several fronts. A good example is 
the global RFP best practices now available to both memberships 
to use in procuring goods and services. There will be other efforts 
moving forward as well since there is clear evidence these asso-
ciations can work together effectively.

The WLA decided a few years ago that instead of having bian-
nual conventions and biannual forums, in the years in which a 
forum would have taken place we will join with a regional asso-
ciation to meet. The fi rst of those meetings will take place here 
in Louisville this October as the WLA and NASPL join together 
for World Meet ’07. During this gathering, we will look at a vari-
ety of global issues such as updates on court decisions, legislative 
and regulatory matters from around the world, corporate social 
responsibility/responsible gaming, sales techniques, and market-
ing strategies. Topics like this provide a forum from which mem-
bers of both groups can benefi t.  

PJ: The likelihood of markets opening up to increased competition 
will create a need for lotteries to establish a strong brand value. How 
should we approach this issue of branding?

AG: This is unequivocally a very important issue for lottery or-
ganizations, no matter where they might be based. The strengths 
of lottery brands include high levels of public trust, integrity, 
quality and entertainment value. Ultimately, our high level of 
public acceptance is underpinned by these attributes and the 
funds we raise for good causes. All of these elements are integral 
to our brand, and by focusing on them, we will stay successful. 

Interestingly, here at my home lottery in Kentucky, we’re pro-
hibited by law from engaging in any sort of benefi ciary adver-
tising. While we’ve worked for years to get our state legislature 
to address the issue, it signifi cantly undercuts our ability here to 
brand like most folks can. 

PJ: Speaking of your home organization, tell me about the games 
which are likely to be an important part of your success in Kentucky.

AG: Kentucky, like virtually every US lottery, sees a signifi -
cant amount of revenue from our instant games. Here in Ken-
tucky, instants account for approximately 60% of our sales. 

As for proprietary games, we’re always looking for ideas here, 
and we’ve offered a couple of the licensed property games. We’ve 
have found some of them have proven successful, while others 

An Interview with Arch Gleason  …continued from page 6

I think the Internet and how it will ultimately be utilized for gaming is the most signifi cant and 
pervasive issue relating to the conduct of lotteries and gaming around the world today, without question.
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haven’t been all that great for our playing environment. 

Our next largest source of revenue is our daily Pick 3 and Pick 
4 games, which comprise about 20% of sales. Powerball sales ac-
count for about 15% of sales, and the remained is spread along a 
couple of other online games we offer. 

Policy makers here in our state have not allowed us to provide 
monitor-style games like Keno, and we don’t look for that to change 
in the near term. If they ever did decide to provide us this opportu-
nity, we feel confi dent sales could be boosted by 10% to 15%. 

As for our future, we will continue to look for enhanced oppor-
tunities for distribution, in particular with contemporary ITVM’s. 
We just agreed to purchase another 200 of the most contempo-
rary ITVM’s available, and will look forward to monitoring their 
success. Otherwise, we’ll just continue our practice of emphasiz-

ing fun games with good prize structures.

PJ: Are live event drawings still an effective public relations tool?

AG: Here in Kentucky I think they’ve run their course. Early 
on in our history, we would go out about 12 weekends out of the 
year to fairs and festivals to hold the drawings live on location. 
These attracted huge crowd at the beginning. However, public 
interest waned as we were on the road for several years, which 
meant crowds and the sales they generated started to dwindle. 
We stopped going out about seven years ago.

I do however think they continue to make a strong statement 
about the integrity of our games. There’s nothing like showing 
the public how drawing are conducted, and I remember after 
attending several of these events and seeing people look on in 
amazement when they realized the level of security involved in 

If Internet wagering becomes something that the governments want to allow, then lotteries want 
to position themselves to be the offerer of choice, both to the governments and to the playing public.
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protecting the integrity of our drawings. 

PJ: Finally, everyone is looking for a better way to motivate retailers 
to sell more products. Based on your experiences, what is the best way 
to approach retailer incentive programs?

AG: This is one of those areas where my serving as WLA pres-
ident has given me a new insight into the issue. Here in the U.S., 
we take what I describe as a shotgun approach to retailing – we 
look for a maximum number of retailers spread around our area 

based on populations. In other parts of the world, they use what I 
describe as a rifl e approach – they are much more selective as to 
where retailers are located, retailers must pay signifi cant up-front 
fees and in many cases construct a special kiosk area to sell lot-
tery products. Depending on cultural differences, both of these 
models can be effective. 

As for stimulating sales through retailer commissions, here in 
Kentucky we have continually fi ne-tuned our program to make 
sure is does just that. We pay a standard 5% base commission. At 
one point we paid extra (incentive) commissions based on the in-
crease in retailer sales from one year to another. However, we had 
several instances where some of our top retailers saw no additional 
compensation – even though they sold more tickets most other 
retailers because as the lottery business matured, their levels of an-

nual sales growth hadn’t been signifi cant. This didn’t seem fair to 
our larger volume retailers, so we changed the program to reward 
week in and week out sales production for our instant tickets al-
lowing them to earn up to an additional 2% on their instant sales. 
How well has this worked for us? Instant sales have grown 66% in 

the eight years since the program was put in place.  ◆

As for our future, we will continue to look for enhanced opportunities for distribution, 
in particular with contemporary ITVM’s.

Pending Lawsuit May Clarify Federal Law as it Relates to State Lotteries and Internet Gaming  …continued from page 20

unless there is a “substantial reason” for the disparate treatment that 
bears a “substantial relationship” to the State’s objective. Material to 
this consideration is whether less restrictive means of regulation are 
available that do not undermine the State’s objectives. 

The New Hampshire Lottery has not yet fi led a response in 
the lawsuit, so it remains to be seen what arguments the New 
Hampshire Lottery will make to justify exclusion of non-resi-
dents from the Replay program. Public statements by Lottery 
offi cials, though, suggest that the Lottery will point in part to 
the fact that prizes in the Replay program are mailed to winners. 
According to Lottery offi cials, federal law prohibits the mailing 
of lottery prizes to out-of-state persons. That purported federal 
law restriction reportedly provides a “substantial justifi cation” for 
limiting participation in the Replay program over the Internet to 
New Hampshire residents.

Potentially Signifi cant Rulings
The federal law on which the New Hampshire Lottery is ex-

pected to rely is known as the Federal Anti-Lottery Act. Origi-
nally enacted in the late 19th Century, the Act prohibits the 
interstate transportation of lottery tickets as well as the use of 
intermediate brokers to sell lottery tickets in one State to per-
sons in another State. The Act also prohibits the mailing of 
lottery tickets and certain other materials concerning a lottery. 

The Act, however, has various exceptions for State Lotteries, 
including exceptions for mailings to addresses within the State 
that conducts the lottery. 

The Doncaster lawsuit implicates several of these provisions 
and could give rise to several instructive rulings.

First of all, the court could hold that the Replay program (and 
similar second-chance drawings) do not qualify as a “lottery” un-
der the Act. A lottery is commonly defi ned by three elements: 
(1) the furnishing of consideration; (2) the offering of a prize; 
and (3) the distribution of the prize by chance. 

The Replay program self-evidently satisfi es the second and 
third of these elements, as participants in the Replay program 
are awarded randomly drawn prizes. The Replay program, how-
ever, may not satisfy the fi rst requirement – the furnishing of 
consideration. Since participants do not pay to register losing 
tickets and their Replay Points are not redeemable for cash, 
participants in the Replay program do not provide any consider-
ation to participate in a Replay drawing (unless one adopts the 
strained position that the provision of a registrant’s name and 
address on the on-line application qualifi es as consideration). 
As such, the Federal Anti-Lottery Act is arguably inapplicable 
to the Replay program.  Adoption of this position by the court 
could free the Replay program and similar re-drawing programs 
in other States from the Act’s restrictions. 

…continued on the PGRI website. Go to www.publicgaminginternational.com to view the entire article. 



Innovate to Generate

worldwide innovation initiative. Although these concepts will take 
time to develop, we are excited about their long-term potential.
1. Content Execution: With GTECH’s unique leadership position 
in handling so many channels, we clearly see the opportunity to lib-
erate the content delivery from the technology supporting it. We will 
provide a highly effi cient common technology platform that allows 
for rapid game introduction across all channels enabling better player 
choice/engagement and responsible gaming.
2. Player Registration and Corporate Social Responsibility: There 
is a great need in the industry for an intelligent solution for age veri-
fi cation that will not impede consumer participation and ultimately 
help grow same-store lottery ticket sales. This solution – coupled with 
the new retail scanning technology – will prevent potential retailer 
fraud and increased consumer protection.
3. New Media: The Internet has become an intrinsic part of our lives 
and the use of mobile computing and communications devices such 
as cellular phones, digital assistants, and pocket computers continues 
to grow globally. GTECH already has a leading New Media suite and 
our new coming release embraces key changes that will offer new 
exciting growth potential to our customers.

4. Green GTECH: We’re looking at innovative ways to support 
the environment through paperless wagering, reducing power 
consumption, and reducing hazardous material. The potential for 
paperless wagering is signifi cant and the innovations we are pur-
suing will make it a reality.

5. Simplicity at Retail: This innovation would create technologies 
to simplify retailer accounting, cash register reconciliation, winning-
ticket verifi cation, and expand GTECH’s current retail solutions to 
encompass more fl exible consumer-friendly self-service products.

The lottery industry has seen such substantial growth over the 
years that success has come without the need for great risk. However, 
players have more choices today and their appetite for more engag-
ing content has grown. Some lotteries have been more proactive at 
addressing these needs, particularly those lotteries with higher target 
commitments or those that have been more challenged by the threat 
of convergence and the private sector. The lotteries that are seizing 
this challenge and embracing innovation have an exciting future 
ahead of them. GTECH stands ready to partner with lotteries to fos-
ter innovation and maximize their returns to good causes.  ◆

Innovate to Generate  …continued from page 14
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terminal-based games – keep the momentum strong. Such games al-
ways prove appealing to players and profi table for the Lottery.

PJ: What do you see as important or innovative in game develop-
ment? What games or trends are likely to play an important role in the 
future of state lotteries?

ET: Topical instant game themes appear to help increase our 
sales for the entire product line even higher. We believe this 
brings a renewed energy to the retail level and a newsworthiness 

that is important for our organization. We work hard every day 
to fi nd a way to transfer this level of energy and interest to the 
terminal-based side of our business.

PJ: Are live event drawings an effective public relations tool? Do 
they get attention, generate interest, increase sales?

ET: We do little in the way of live event drawings. There is a sig-
nifi cant investment in terms of time and resources to insure such 
drawings are conducted properly, securely, and with the same level 
of integrity as our drawings which take place in the same venue each 
evening. As mentioned previously, we work hard to minimize those 
things that can take away from the focus on our core business initia-
tives and live event drawings take much time, effort, and manpower.

PJ: Any other event-oriented marketing ideas that you think are effective?

ET: We have found some success with grass roots marketing events 
intended to help create consumer awareness of new product launch-
es. We believe the recent introduction of the mid-day-only animated 
game, Treasure Hunt, benefi ted from efforts of this type. ‘Take the 
Mid-Day Express to Buried Treasure,’ a month-long bus tour that 
announced the launch of Treasure Hunt, traveled across the Com-
monwealth and gave away more than 4,000 Treasure Hunt tickets or 
‘free chances to dig up $10,000 or more in hidden treasures.’ The tour 
stopped at 21 Lottery retail locations across Pennsylvania.

PJ: How do you decide the price points of tickets? Is it always a good 
thing to try to push them higher?

ET: Setting price points for instant games is a collaborative ef-
fort that calls upon the marketing skills and instincts of our staff 
and vendors. We must always be mindful of the balance between 
price and product value delivery. We have worked diligently to 
be consistent in terms of price and value expectations of our 

players. Certainly our retailers appreciate our efforts in this area 
to improve their profi tability per transaction!

We have found through discussions with our retailers that 
higher-priced instant tickets, with their inherent higher prize of-
ferings, tend to get attention from the serious gamer who previ-
ously did not purchase our product.

PJ: You launched four new instant games in June, with top prizes 
that range from $24,000 to $1 million. These games would have much 
better chances of winning the top prize than the big jackpot games. 
Does the player get enthused about these better odds, or is it hard to 
shake the ‘jackpot fatigue’ syndrome?

ET: Our players respond favorably to new game introductions. 
We consistently launch new instant games at the start of every 
month – anywhere from two to four each month, with the excep-
tion of six holiday-themed games in October – and our players 
know to look for this.

PJ: Everyone would like a better way to motivate retailers to sell more 
tickets. What do you think about changing the retailer compensation plan 
so that instead of a fl at commission rate, you pay for performance?

ET: We always look for new ways to keep our retailers engaged 
and enthusiastic about Lottery. We believe that keeping our re-
tailers engaged is critical to our success.

We have found over the years that our retailers prefer cash incen-
tives. The Pennsylvania Lottery has implemented performance-
based incentive programs for retailers to keep them energized. The 
more retailers sell, the more money they earn, and a raise regarding 
a tiered commission based upon performance is captivating. In ad-
dition to performance-based incentives, we offer monthly retailer 
promotions and product-specifi c incentives for retailers.

We also plan to offer new sales incentives for retailers, which 
we’ve done for many years, but for the fi rst time, we look to offer 
similar incentives for Lottery sales staff this year.

We continue to focus on growing our retailer base by centering 
on key corporate accounts. When Governor Ed Rendell took of-
fi ce in January 2003, the Pennsylvania Lottery retailer network 
included 7,023 locations. The Lottery increased its retail net-
work by more than 21 percent, and today, more than 8,500 re-
tailers sell Lottery tickets. By concentrating on recruitment and 
focusing on corporate accounts, the Lottery reversed a 16-year 
decline in retailer counts, from 1986 to 2002.

PJ: Do you see any important trends in distribution? Self-serve 
vending machines?  New retailer channels like the ‘big box’ stores such 
as Walgreens, Wal-Mart, Costco, etc.?

ET: The Pennsylvania Lottery believes that fi nding new ways 
to distribute its product is fundamental to its ability to contin-
ue growing. We must continue to fi nd secure methods to adapt 
our business models in an ever-changing retail environment. In 
Pennsylvania, we have made a signifi cant commitment to offer-

We have found through discussions with our 
retailers that higher-priced instant tickets, 

with their inherent higher prize offerings, tend to 
get attention from the serious gamer 

who previously did not purchase our product.

An Interview with Ed Trees  …continued from page 8
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ing more self-service opportunities for consumers. We now have 
3,400 Instant Ticket Vending Machines and 1,000 Player-Acti-
vated Terminals at retail locations across the Commonwealth.

PJ: Do you believe the instant ticket sight validation code system 
ensures integrity in the award-redemption process?

ET: We believe making such technology available to retailers 
and consumers provides an additional means for both to confi rm 
whether a ticket is a winner or not.  And we believe it does help 
ensure integrity.

PJ: How does a U.S. Lottery director operate in this politically 
complex environment?  

ET: In Pennsylvania, the Lottery operates as a bureau of the 
Department of Revenue. The Secretary of Revenue is charged 
with overseeing the day-to-day operations of the Lottery; addi-
tional supervision is provided by the Executive and Legislative 
branches of state government. Governor Rendell charged the 
Pennsylvania Lottery with raising funds to support programs that 
benefi t the Commonwealth’s older residents.

Under his leadership and the leadership of Secretary of Revenue 
Thomas W. Wolf, the Pennsylvania Lottery closed Fiscal Year 2006-
07 with record-setting sales that exceeded $3 billion – sales that trans-
lated into contributions of more than $949.1 million to programs that 
benefi t Pennsylvania’s older residents every day. The Pennsylvania 
Lottery is, and always has been, the only state Lottery to exclusively 
contribute all of its proceeds to fund programs for older residents.

Governor Rendell insists that state government can be run 
like a business. Secretary Wolf and Lottery staff have done exact-
ly that, and in the process, have proven that government CAN 

implement sound business principles and succeed.

PJ: After a year of unfl agging success, it seems that some lotteries 
have had trouble with their raffl e games the past few months. Why the 
turnabout? Is it just that players lose interest and need something new?

ET: Raffl e-style games are not unlike other Lottery games 
where perceived newness and freshness are key elements. There 
is a ‘novelty’ aspect to raffl e games that lessens each time a new 
one is launched. We are going to have to work hard to bring the 
freshness into this product category, as Pennsylvania has future 
raffl es in its game portfolio.

A second element at play here is that with each introduction 
of a Raffl e game, the slower rate of sales contributes to a lower 
sense of urgency on the part of the player to purchase a ticket 
for the game. Players become conditioned to believe they have 
‘plenty of time’ to participate.

PJ: What do you think of a multi-state instant scratch-off game?

ET: I think it is an interesting idea. A larger, multi-state in-
stant game would offer bigger prizes and enriched prize structures, 
much like multi-jurisdictional jackpot games. There may very 
will come a day when regional or national game themes are a 
part of a state Lottery’s product offerings.

PJ: Many lotteries have been negatively impacted this year by Pow-
erball jackpots that didn’t get high enough to stimulate and sustain a 
buying frenzy. Isn’t there some way to generate player interest in the 
concept of more winners of more modest prizes?

ET: Historically, games with large top prizes that increase when 
not won generate the greatest sales. As an industry, we continue to 
look for new ideas and game concepts to stimulate terminal-based 
game sales. The Pennsylvania Lottery has been very aggressive in this 
area. This past fi scal year, we introduced two new lotto-style games, 
along with two raffl e games. Much like the instant product line, new 
and fresh content on the terminal-based side of our business will be 
vital to sustaining Pennsylvania Lottery’s growth. ◆

We now have 3,400 Instant Ticket Vending 
Machines and 1,000 Player-Activated Terminals 

at retail locations across the Commonwealth.
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These are Exciting Times – Lara Wood

but technically how we have them set up is in different sorts 
of sections from suppliers. The interactive pieces come from In-
genio and Boss Media and then their products are customized to 
our market. We have been very happy with the performance of 
Boss Media and Ingenio. We consider them a partner. As for Boss 
Media, we knew that they had a great product and the expertise 
that we wanted. We are happy with the success of the product so 
far and how the whole project went. I think that goes without 
saying; the fact that we are with them, that we’ve launched it and 
that it’s successful basically tells the story. We have very stringent 
requirements from a responsible gaming and regulatory point of 
view. Boss had to jump through lots of hoops to meet all those 
requirements. They were able to do that and live in the regulated 
lottery world. So I would have to say we are pleased with that. 

PJ: Was Boss’s experience with the Svenska Spel Internet imple-
mentation an important consideration?

LW: The Svenska Spel team is a great resource and colleague 
for us. We worked closely with Svenska Spel and a lot of our 
strategies are similar to theirs. The fact that Boss had done 
this integration of the product for a WLA lottery that we work 
with really enhanced our comfort level. Plus, we could see it 
live, working on Svenska Spel’s site and watch the success they 
were having. Certainly, that was a comfort to us moving into 
this new area. 

PJ: Why Bingo?

LW: Very important. Our strategy when we moved onto the 
Internet was to start with a very convenience based offering. Our 
focus really was convenience and we wanted to go fi rst with our 
traditional products with our core players to give them an op-
tion. So in the beginning, it was really about convenience, not 
so much on offering new types of games. Our sense was that to 
move forward and succeed on the Internet and to compete with 
the increasing amount of unregulated offerings that we’re fi nding 
online, we needed to make a shift into entertainment and com-
munity based products.

PJ: How do you verify that the information is truthful?

LW: We have a third party that takes all the information that 
is entered in the registration process and matches that against a 
national database. The good and bad thing is that we our system 
errs on the side of caution. We need to have a perfect match on 
all your personal information with this national central system in 
order for you to pass.  

Since we err on the side of caution, sometimes we have legiti-
mate people who fail the verifi cation process.  In fact, our instant 
pass rate is around 75%. But if you do not pass the online verifi -

cation process, we do have a manual option.  So the information 
must match exactly for the player to pass.

PJ: Have you had any incidents of someone successfully registering 
who is either underage or not residing in Atlantic Canada?

LW: We did have a couple of  instances in the past 3 years of 
identity theft in which the registrant had access to all the per-
sonal information of another person and so this person passed 
the verifi cation process since all the information was actually le-
gitimate. In these cases it was someone known to the individual. 
But additional controls, secondary control systems, did reveal the 
misrepresentation immediately. So the account was shut down 
almost immediately.

PJ: So even where a person was determined to commit fraud, you 
even caught that person right away.

LW: Yes, we really do not have a problem in the registration 
process. Because we are the lottery and held to the highest stan-
dard of accountability, we must err on the side of caution and be 
assured that nobody can enter the system who is not supposed 
to be there. The fact is we have the opposite challenge, we have 
many people who call us because the system failed to verify their 
registration when they are in fact legitimate.  

PJ: Were there any other security issues that needed to be 
dealt with?

LW: One of our big competitive advantages as a lottery is in-
tegrity and security. So apart from the responsible gaming piece, 
in which I included age verifi cation, there was a lot of other se-
curity considerations. We spent a lot of time on our systems and 
the way our systems are set up. Because we are the lottery, we 
fortunately already had that mandate in terms of security of our 
system. So we had a lot of expertise in house in terms of fi re 
walls and making sure our systems are secure. The visible part of 
security would include age verifi cation and other customer fac-
ing controls. There is also a less visible part of security which is 
just as much a priority for us. In terms of making sure customer 
data was protected and making sure we store our data in such a 
way that we feel completely confi dent that it is secure and that 
our systems are secure and that we are blocked from any outside 
interference. All of those things were really at the top of our 
thinking when we started to build the system. So that when we 
actually launched, we knew we had it built to those kind of levels 
and standards, which is the same levels that we require all of our 
products to be at.  

PJ: Do you have evidence that you are attracting players away from 
unregulated or illegal gaming sites?

These are Exciting Times – Lara Wood  …continued from page 12
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to extend the drawing as some other states did, it took a lot longer 
to sell the tickets. We did produce more tickets than we did in the 
winter raffl e. Also, in the summertime, our sales are just naturally 
slower. To the extent that other states experience the same summer 
slowdown in sales, that could have contributed to the less than ideal 
performance that other states have experienced in recent raffl es. If I 
had to think of another reason, over the last twenty years the Florida 
Lottery has been operating relatively conservatively, when compared 
to other state lotteries. To that extent, producing a raffl e was such a 
departure form what our players have experienced that they just got 
very excited about it. It was something so new, so ‘off the beaten path’ 
for us, that they just fl ocked to it.

On Player Motivation
MJ: We all hear that the two most critical aspects to revenue and interest 

are making the games interesting and fun and supporting the benefi ciaries. 
And yet, tourism jumps your revenue. Since they aren’t residents of Flori-
da, tourists would seem to be less concerned with who is benefi ting.

LD: In some ways we’re almost ‘breaking the code’ here in terms 
of the incentive that people have to play the lottery. I do tell people 

that I think quite honestly that there is sort of a ‘consolation prize’ 
aspect to playing the lottery. You more than likely won’t win, but at 
least the proceeds go to a good cause. I think that is a common theme 
in people’s thinking. But without question, the primary motivation, 
no matter how much we would like to think otherwise, for people 
playing the lottery is to win the prizes. Whether the players are tour-
ists or permanent residents, their primary motivation is to win. But I 
think in either case there is that ‘consolation prize’ of know that the 
money is going to a good cause. 

On Bigger Jackpots vs. More Winners
MJ: Where do you stand on the trade-off between bigger jackpots versus 

more winners?       

LD: It is a balance. It is a trade-off. I think it has to do with the 
type of game. In a Lotto game, a six number game, the primary inter-
est centers on the jackpot. If anything, the lower-tier prizes some-
times are a let-down for players. For example, I constantly hear, 
whether by e-mail, telephone calls, or letters, from players that for 
our Lotto game, if they pick fi ve of the six correct numbers, giving a 
prize of about $5,000, they view it almost as a negative. ‘I got 5/6 of 
the way there, yet I only win 1/100,000th of the jackpot.’ Although 
certainly no one ever sends it back, I think that on the Lotto game, 
it’s a letdown. Again, the players’ primary interest in that game is on 

the jackpot. That’s what makes that game so exciting and fun. People 
love to go to work and talk at the water cooler about what they would 
do if they won the $20 million jackpot. 

With the other games, we defi nitely strive to fi nd ways to have 
many more lower-tier prizes. Especially on our scratch-offs, but even 
on our other games. I’ll give you an example. In our Fantasy 5 game 
last year we introduced this ‘easy match’ option which is an ‘instant-
win’ option for our Fantasy Five Online game. The top prize on the 
Fantasy 5 is $250,000. The top prize on the ‘easy-match is $500. And 
the vast majority of the prizes tend to be in the $25, $50, and $100 
range. So for the games other than Lotto we do try to spread out the 
number of lower-tier prizes. On the scratch-offs we have very popular 
games that have almost nothing but $25 and $50 prizes. That’s that 
winning experience. They may not have won the top prize, but it’s 
enough to keep them happy, provide that entertainment that they 
were looking for when they bought the ticket. 

So, for some of the games, like Lotto and the raffl e, all of the mar-
keting was geared toward the top prize. People had different reasons 
to play each of those games. 

MJ: Maybe part of the difference is the immediate nature of scratch-offs 
versus the delayed nature of the Lotto and raffl e games.

LD: I think that’s right. In addition, I think Fantasy 5 and ‘easy 
match’ are great examples of learning. We’re incorporating the best 
of both, and creating something new that appeals to both. So with 
Fantasy 5 you’ve got to wait for the nightly drawing and you have a 
chance at winning a big jackpot. There’s that delayed gratifi cation. But 
then we add elements with easy match of instant gratifi cation. That is 
probably the primary reason why that game has done so well in Florida, 
because it combines the best of both games. We’ve been very fortunate 
in being able to roll that out. We’ve learned from watching experiences 
in other states, tweaked our game, and it has done very well.           

Competition
MJ: There are currently a number of forms of alternative gaming in 

Florida, and it seems to be growing. Is that correct?

LD: We do have racinos, the horsetracks and dogtracks, that are 
allowed to put in slot machines. Only in Broward County, Fort Lau-
derdale, at this time. There was a referendum a year or two ago, that 
allows the tracks to put in Vegas-style class 3 slot machines in three or 
four facilities down there. Like many other states, we do have Indian 
Gaming Casinos that operate within Florida. So yes, there is, increas-
ingly, more gaming competition in Florida. We also have ‘cruises to 
nowhere’. Cruise ships that dock in our various ports, mostly on the 
Atlantic side and take passengers out to international waters. It’s ba-
sically a fl oating casino. When the Lottery fi rst started twenty years 
ago none of this existed. So there is certainly far more competition.

I’ll tell you, though, that so far the Lottery has not been able to de-
termine that those additional activities are harming our sales. I can’t 
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say that’s always going to be the case. In fact, I think over time that 
competitive pressure will at a minimum impact our sales growth rate. 
But so far, even in Broward County, we don’t see a direct impact from 
these racinos. This fall will be a year since the fi rst of the racinos 
opened up, that the track started using slot machines. I have prom-
ised the state legislature that we’ll provide them with an analysis of 
Lottery sales, specifi cally in the south Florida market year over year, 

looking for an impact from this increased competition. As I said, so 
far we don’t see it. But it’s important enough for us to keep an eye on. 
It’s something we’re going to have to deal with in Florida over the 
long term. One last thing: as a Lottery Secretary, I tend not to look at 
these racinos as too much competition. State law requires that all the 
tax revenue from the slot machines in Broward County go into the 
same education trust fund as do the Florida Lottery profi ts. So that 
even if Lottery sales are negatively impacted by racinos, because the 
players are playing less Lottery and more slots in Broward County, the 
money is still going into the education trust fund. So to the extent 
that the state and education programs in the state are negatively im-
pacted, that won’t happen in Florida. 

MJ: So it becomes a wash either way. Are the racinos owned by the state? 

LD: No. They are not owned or operated by the state. These are 
private enterprises. But they are taxed at a certain percentage by the 
state, and so those taxes go into the education trust fund.

MJ: The Lottery has no authority or regulatory responsibility over other 
gaming, is that correct?

LD: That is correct. The Dept. of Business and Professional Regu-
lation regulates the pari-mutuels and these racinos. 

On Privatization
MJ: Do you feel that state-owned lotteries deliver a higher level of secu-

rity and safeguards than would a privatized lottery?

LD: I do believe this is a critical facet to consider in the privatiza-
tion issue. I do think, however, that the security safeguards can be 
maintained even if the lottery is privatized. As a part of any privatiza-
tion agreement, those things can be written into any kind of agree-
ment. However, speaking from my view of public perception, that 
the public certainly has complaints and criticisms about government 
overall, including the lottery. We get, I’m sure, all the same com-
plaints about lottery operations and lottery fairness as all the other 
lotteries do. But my sense is, from talking to thousands of players over 
the years, that at least they have a level of comfort and confi dence 
in the fact that the lottery is state-owned and operated. Players know 
that the Lottery has direct oversight from the Governor and the leg-
islature. If they have any concerns or complaints, they can go directly 

to their elected offi cials and hold them accountable. I think this in-
spires a sense of comfort and confi dence that the Lottery is operated 
by the state, in the best interests of the public. 

But, this is all conjecture. There are some public/private lotter-
ies, such as in Georgia and Tennessee, that operate quite well, with 
the same public confi dence. But, I know you’re meaning something 
entirely different. You’re talking about pure privatization, as is being 

discussed in California, Indiana, and Illinois. That is still an untested 
reality. It has yet to materialize. So I can’t predict what would happen 
in those states if they actually do privatize. But, again, I do believe 
that there is a level of comfort among players derived from knowing 
that their elected offi cials can be held accountable for the operation 
of their lottery, just like any other state agency would be. 

MJ: But the primary purpose of a private company is to make money 
for its shareholders…

LD: Our real goal as a lottery is to make money. There should be 
no doubt about that, whether we’re owned and/or operated by the 
government or not. Privatization is a new and complicated issue. A 
lot of the discussion is conjecture, and hypothesizing on how it’s go-
ing to turn out. But, it’s an intriguing enough issue that I think we 
owe it to the taxpayers to consider the options. 

I look at Vegas casinos, for instance. These are private entities, 
these are profi t-driven, in some cases publicly-traded companies. 
And they operate with an incredible amount of oversight and with 
the utmost integrity as well. There are all sorts of regulations, licens-
es, oversight, and independent auditing, all the things that lotteries 
have to do. They operate in that same environment, and yet they are 
private entities. And there is a great deal of confi dence, I believe, in 
how casinos operate. I think that manifestly shows itself in the fact 
that you have millions of people willing to go there every year and 
spend their hard-earned money in those casinos. They wouldn’t do it 
if they didn’t trust the honesty and fairness of those casinos. So there 
are two ways of doing it. There’s the government lottery way, and 
there’s the private, Vegas casino way. And they both operate very 
well. So I think now is perhaps an opportunity to see if some of the 
lessons and additional benefi ts that come from the private sector can 
be implemented in the public sector. 

MJ: So what you are saying is that you believe, looking at casino regula-
tion in particular,  it’s very possible to regulate a private enterprise to provide 
the same level of security and confi dence that the public has in the lottery. 
So, at that point, it does become very much a fi nancial issue.

LD: That’s an important issue, and is worth considering, at least. 

Technology and the Younger Generation
MJ: There are so many ways today, with new technology, for younger 
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The way lottery tickets are bought today will change fundamentally over the long term. So lotteries, 
in my view, will not exist over the next forty years in the way they have over the last forty years.
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people to entertain themselves. It seems every lottery wrestles with how to 
become more relevant to the younger crowd. How do you evolve game 
styles to stay current with new technology? 

LD: It’s no different in Florida as everywhere else. Long term, in 
some ways we have to be even more aware of that particular issue, given 
the demographics of our state, the retirement destination that Florida 
is. Our surveys show that our players, while not young, aren’t old either. 
I think we’re more in the middle-aged category. But certainly I agree 
with your basic point. Lottery typically doesn’t appeal to lower age 
people. Election and voting are in the same boat, for some reason that 
no one’s been able to fi gure out. It’s a balancing act. We want to appeal 
to a broad demographic in a responsible way. How young is too young? 
To err on the side of caution, we tend to advertise in a slightly older 
demographic medium. And again, I think we do that to be careful and 
prudent. But long term there’s no question that the Florida Lottery in 
particular needs to look for ways to appeal to a broader demographic 

as it pertains to age. I wish we had the answer. We don’t right now, but 
it’s certainly something that we’re going to have to come up with some 
solutions as time goes on. I may be too old to worry about it when that 
time comes. But it is certainly something that our research people and 
our games development people are watching, along with our vendors, 
Scientifi c Games and GTECH, who watch these things as well, be-
cause they have that long term perspective. I think the industry as a 
whole is considering all of our options. 

MJ: The increased use of technology would seem to be a tricky area for 
lotteries. Do you see that expanding? 

LD: That question is a good reminder for me. There are two items 
that I’ve just begun to look at since joining in the Lottery six months 
ago: the ability to sell lottery tickets via cell phones and the internet. 
My understanding is that the technology is there. I’m told that in 
Europe players can buy lottery tickets over the cell phone. So the 
technology exists. That’s not the barrier. The barrier seems to focus 
on the legality of being able to do things. That’s something that I 
personally get frustrated about sometimes. I have yet to hear a defi ni-
tive answer on the legality of using these technologies to sell tickets. 
And if illegal, identifying the law that needs to be changed for a state 
lottery to employ these technologies. Vendors tell you one thing, and 
then lawyers tell you another. The constraints that the lotteries op-
erate under creates a natural incentive to err on the side of caution 
and, in an abundance of caution, not push the edge of the envelope 
technologically into an arena that is not yet legally tested. We’re in 
that same predicament with every other lottery and will be very care-
ful to pursue it unless we’ve got legal cover. 

MJ: So many issues in the lottery world tend to be a ‘damned if you do, 
damned if you don’t’ situation.

LD: It is, and it is by nature a risk-averse industry. Because of the 
fact that there is this discrepancy in opinion, it leads to the safer op-
tion of doing nothing.              

On Political Involvement
MJ: How much input do you have regarding decisions about lot-

tery offerings?

LD: We at the Lottery develop a strategic plan every year. We 
work with the legislature and the Governor to come up with it. The 
way it tends to operate is that the Governor has to approve the over-
all direction of the Lottery. Then we go to the legislature to approve 
our budget. So that’s where the give-and-take takes place in terms of 
how the Lottery operates. I’m very fortunate in that generally speak-
ing both the legislature and the Governor look to the Lottery as the 
subject matter experts to develop policy and recommendations, and 
make those recommendations as to how the Lottery can best accom-

plish its mission, to maximize revenue for education. And then it’s up 
to the Governor and the legislature to decide to what extent we’ll be 
permitted to actually carry out that strategy. 

MJ: Along the lines of the discussion in our last topic, I’m would expect 
that you’re careful to highlight any recommendations which may be other 
than conservative.

LD: I’ll disagree with you there. I think my job is to try to be in-
novative, to put forward various options, some more progressive than 
others. My job is to maximize the revenue for schools. My job is, 
therefore, to think day in and day out of how we can do that by sell-
ing lottery tickets. I think we have a responsibility to at least consider 
all of the options. There are of course some things we won’t do. It’s a 
grey area, and we side on a more conservative approach. It’s a judg-
ment call, but I do view my responsibility to present all of the op-
tions. Some are ‘pushing the envelope’ more than others, but I do 
think we have a responsibility to at least consider them, to follow our 
mandate, to maximize revenue for education. 

MJ: It seems that every lottery director deals with a group of bosses, 
the legislators, that contains very confl icting opinions. While happy with 
revenue, many dislike the whole idea of gaming, so it can be diffi cult if not 
impossible to please everybody. How do you deal with that?

LD: I think we’re fortunate in that the majority of the legislature 
is focused on the revenue. But sure, we certainly do have critics. We 
respect that, and we try as much as we can to provide the information 
that they need to make their voting decisions. But we’re fortunate in 
that we do have a lot more supporters. I think the fact that millions of 
Floridians play the Lottery every month doesn’t go unnoticed. 

MJ: So your brand value and the acceptance of the Lottery by the overall 
population helps smooth things with the legislature. 

It is a key aspect of our long-term growth strategy to expand our retailer Network… Like many 
states, we’d love to be able to harvest the ‘big box’ stores, a Wal-Mart or Costco.
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LD: It’s nice to be able to operate an entity that, broadly speaking, 
has popular support among the vast majority of the public. It’s a good 
feeling for me personally to know that Floridians love their Lottery, for 
the most part. That helps us to be able to educate the legislators about 
the benefi ts that come from the Lottery. Yes, we’re not perfect. But, 
twenty years ago the lottery referendum passed by a two-thirds major-
ity in this state, and the will of the people is manifested every day.

On Multi-State Games
MJ: Florida hasn’t joined multi-state games, such as Mega Millions and 

Powerball. Any reason?

LD: I haven’t been around that long, and certainly can’t address 
why we didn’t join these in the past. Today, though, it’s something that 
we regularly reconsider. We do get letters and e-mails from the public 
wanting us to join a multi-state game. I think there are a variety of 
reasons not to. The main one I see, and this is in no way a criticism of 
my colleagues around the country, is that frankly Florida has learned 
from their experience. And I don’t say mistakes, but experiences. That 
experience is almost universal as far as I can tell, in everything I’ve 
looked at. Bringing a multi-state game into a lottery increases sales for a 
short period of time. But it has the negative consequence of destroying 
the in-state Lotto game. Over time, after a period of a couple of years 
or so, if you add up the sales from the regular Lotto game in a particular 
state, and the multi-state game, they don’t even reach the level of what 
the original game did by itself. So just economically I think Florida has 
looked at and considered what has gone on in all of these states that 
have joined multi-state games, and has concluded that we don’t want 
to go down that path. Long term, it may do more harm than good. 
Having said that, we do always consider all of our options. We try to 
take the best from games we operate and games that others operate, 
and try to build on that. If there’s a way to do that, than we shouldn’t 
ignore it. But so far, at least for our particular lottery, we’ve concluded 
that joining a multi-state game would do more harm than good.

On Retailers
MJ: How do you compensate retailers? 
LD: Straight 5% commission across the board, and a 1% cashing 

commission bonus, for tickets up to $600 that they cash in their store. 
So on average about 5.5% of every dollar goes to retailers. 

MJ: Did you ever consider a graduated system, where the percentage 
goes up as they sell more?

LD: I have not. Of course, I can’t speak to what might have been 
considered before my time. But, we do have an additional retailer 
incentive fund. It’s about $2.5 million per year. It’s used to incorpo-
rate a level of ‘pay for performance’. We try to use it for rewarding 
retailers who go above and beyond to help sell tickets. Our special 
retailer promotions are conceived and designed in a way that those 
high-performance retailers will derive a greater share of that special 
retail incentive pool. And I think that works very well because I want 
to reward the retailers who work harder for us.

MJ: It sounds like this is more of a discretionary fund rather than a spe-
cifi c contractual percentage.

LD: These are programs we design to use this money, the addition-
al $2.5 million. These programs are discretionary. They are designed 
specifi cally to reward performance, as opposed to the fl at fee, which 
is shared equally regardless of how well the individual store performs. 
The legislature has given us additional money and we use it to reward 
in a typically entrepreneurial, incentive based way to reward those 
highest-performing retailers.

MJ: How do you market that to the retailers, making them aware of the 
availability of these funds, provide it as something they strive for?

LD: Mostly through our roughly 120 sales representatives through-
out the state. They have a certain number of retailers on their routes. 
When these special retailer incentives are rolled out, maybe two 
or three times per year, the sales representatives inform the retail-
ers about their opportunity to increase their commissions by meet-
ing the benchmarks, the objectives set forth in the retailer incentive 
program. We also have a quarterly newsletter that we send out to all 
13,000 retailers that we have. We will announce the next quarter’s 
incentive program in the newsletter, so that they can expect their 
sales representative to come and talk to them about it. If they have 
any questions, they can get them answered directly. So we use that 
as a great tool to keep our retailers informed about what’s going on in 
the lottery business. 

MJ: So in a sense you have a graduated system. It just isn’t completely 
standardized. You can vary it to meet your needs at any given time.

LD: Yes. In the way you describe it, absolutely true.
MJ: Do you see any changes coming about in retail channels?
LD: It is a key aspect of our long-term growth strategy to expand 

our retailer network. We have 13,000 retailers across the state. Our 
ration is slightly lower than the national average. We are defi nitely 
striving toward increasing that number, with our goal being 14,000 
across the state. Like many states, we’d love to be able to harvest the 
‘big box’ stores, a Wal-mart or Costco. Just like with everyone else, 
the hurdles come from these retailers viewing lottery as too much 
red tape, too much paperwork to justify the fi nancial benefi t to their 
bottom line. So we’re looking at perhaps different ways to be able to 
offer lottery tickets in those stores. One very obvious example would 
be ITVM’s, instant ticket vending machines. In some ways, the ob-
jectives of these two strategies, bringing back ITVM’s and expanding 
our retailer base into non-traditional retailers, perfectly coincides. 
The pharmacies and ‘big box stores’ of the world may very well be 
interested in vending machines that are more automatic, that don’t 
require labor-intensive accounting. Doing one will benefi t the other, 
so that’s one of the main reason why we’re trying to bring ITVM’s 
back into Florida. I think that will provide a natural segue into our 
another dilemma, which is trying to increase our retailer network and 
getting into some of these non-traditional retailer establishments. 

MJ: Has anyone from the Florida Lottery actually spoken with some of 
the ‘big box’ stores?

LD: We have spoken with Sam’s Club and Sears. The feedback 
that we got from both is a certain level of interest, but with some 
caveats. The major caveat is the intensive accounting requirements of 
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having a lottery terminal in their store. So the natural solution to that 
would be an ITVM. As soon as we have authority to pursue ITVM’s, 
we will defi nitely be back knocking on the doors of Sam’s Club, Sears, 
Wal-mart, etc. to be able to offer them this different option.      

MJ: I assume a challenge is that these stores are national, and want to 
offer whatever they have on a national level.

LD: That certainly has been one of the challenges. I’ve heard that 
from my lottery director colleagues across the country. I don’t think 
there’s a solution to that, obviously. Our hope is that they will view 
the lottery as a unique product, and that we can fi nd a mutually bene-
fi cial way to overcome that hurdle. At the end of the day, though, we 
can only offer as much as we can. If they don’t want the sale of lottery 
tickets to be state-specifi c, there’s not much we can do about that.

On Ticket Price Points
MJ: The ticket price points seem to be rising, and nobody seems to have 

found a point at which people simply won’t buy.
LD: I’m defi nitely keeping a very close eye on the success that 

Texas is having with its $50 scratch-off ticket. I’m curious as to 
public receptivity, the positive response by the public to that price 
point. In Florida, our top tier ticket costs $20. We’ve not up until 
now considered anything above that. We’ve only gotten to the $20 
price point in the last three years, so we’re still benefi ting greatly 
from being at that price level. I am certainly very curious as to Tex-
as’ experience. I can tell you that our retailers would love to have 
the lottery offer more and more higher priced tickets, whether from 
the on-line side or the instant ticket side. Like any consumer prod-
uct, you have to offer variety, choices. There are many players who 
enjoy the lower tier prizes and there are many players who are in-
troduced to the lottery at that price point but over time are willing 
to take a chance at the higher price point. So the lower tier tickets 
are a great entry level introduction to lottery. So I’m hesitant to 
focus solely on the higher price points. For the most part, my view 
is that the market, the public should ultimately make that decision. 
If that’s where the sales go, and that’s where the sales are focused, 
then we need to cater to our players. Day in and day out, we need to 
satisfy our customers. Over time, if they are more interested in the 
higher price points than we’re going to give them what they want.

MJ: Is there any data to suggest that the higher price points would bring 
in a higher-income demographic?

LD: Not that I am aware of. 
MJ: Any thoughts on how to engage a higher-income demographic?
LD: I don’t think we look that closely at demographics in that 

way. Our advertising and marketing research tends to focus on the 
broadest appeal across the population spectrum. We try not to carve 
out specifi c segments on a socio-economic standpoint. We want to 
appeal to all Floridians, offer something that would appeal to all of 
them. Whether it’s at the dollar level, or the $20 level, we have a 
product that might be of interest to them.

On the Maturing of the Industry
LD: The Florida Lottery used to be the new kid on the block. 

Suddenly we’re almost twenty years old. We are now experienc-
ing a lot of the same diffi culties and challenges that come from 
the maturing of the industry. One of the inherent advantages that 
Florida has is the dynamic and transient nature of the Florida pop-
ulation. We have a thousand new residents every day. We have a 
tremendous amount of tourism. We have so many people from the 
Caribbean and South America either moving to Florida or at least 
making Florida a second home. So, while we are defi nitely expe-
riencing some of the challenges associated with being a mature 
lottery, that is mitigated at least in part by some of the built-in ad-
vantages that we have. So that’s why I’m so earnest and aggressive 
in learning from some of the other lotteries. Why go through some 
of the same pain that others have experienced? If we can learn 
from that and mitigate some of those problems, great. Long term, 
Florida defi nitely has to keep its eye on competition. But I view 
that as healthy, as a good thing. That keeps us on our toes, focused, 
striving every day to be better, to serve our customers. I don’t view 
that as negative in any way. 

Really long-term: Modern lotteries are about forty years old. The 
big thing for me is this: Will lotteries even exist in forty more years? 
I’m going to be long retired, so I’m not going to have to worry about 
that. But the idea that lotteries are here forever, and will be a source 
of revenue for states forever, I think is unrealistic. All you have to do 
is look backward forty years and realize that states had survived for 
hundreds of years without lotteries. So I believe lotteries and states 
do need to at least consider the day when lotteries just may not be a 
revenue source for them.  

MJ: You’re looking from a state budget viewpoint. What about gaming 
in general…

LD: Gaming has been around for thousands of years, and will be 
around for thousands more.

MJ: So you’re looking at the gaming industry as a whole and wondering 
what place lotteries may have. Do you see technology as a serious threat?

LD: I think you hit it on the head. I think technology ultimate-
ly will be the driver. The way lottery tickets are bought today will 
change fundamentally over the long term. So lotteries, in my view 
will not exist over the next forty years in the way they have over the 
last forty years. The technology, and the legal issues, will eventually 
be sorted out, to make it easier for the public to buy lottery tickets. 
And maybe it will be absorbed in the overall gaming of a particular 
state. So that the lottery is just one type of gaming offered within a 
state, but is absorbed in the greater gaming industry of a particular 
state. The lottery is not a wholly separate entity, as we’ve grown ac-
customed to over the last thirty or forty years. 

MJ: The landscape of gaming within any given state is changing right now. 
LD: Long term, the gaming industry within a state will be more 

integrated than it is right now. When we think of gaming, we think 
of horsetracks and casinos. Lottery is this sort of other, separate, pro-
tected monopoly that doesn’t interfere with, and doesn’t get involved 
with, overall gaming. Long term, I see that merging. But again, I don’t 
think I’ll be around when that’s fully realized.   ◆
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