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Public Gaming: Short digression: Facebook. 
Is it being clarified what the lottery can and can-
not do on Facebook?

Terry Rich: There is a little confusion over 
that question. We recently noticed little-
known Facebook guidelines about gaming. So 
we called Facebook to make sure that what we 
are doing on our page is compliant with their 
rules. We also asked about what we could do 
to continue to promote our products via Face-
book. People at Facebook are now working on 
this and we should have some conclusions by 
the time of our regional NASPL meeting in 
July. It is a gray area now, and we want it the 
rules and guidelines be black and white as far 
as lotteries are concerned. 

As you know, there are offshore Internet 
gambling ventures that would like to use the 
massive Facebook platform to engage new 
players. Those and other questionable forms 
of gambling are what Facebook wants to pro-
hibit. We think that Facebook’s rules are not 
intended to be against state lotteries, and 
that the outcome will be positive in allow-
ing lotteries to reach out to our customers on 
Facebook. Facebook is a relationship-building 
platform for us. It is more about interacting 
with our players and not really about gaming 
or selling lottery tickets. But it’s very impor-

tant that we relate to our customers in the 
personal way that social media platforms like 
Facebook allow. So we very much want to 
help all of our media partners know and un-
derstand lotteries and feel good about who we 
are and our public service mission.

Your presentation at SMART-Tech NYC focused 
on ways that lotteries can work together to promote 
a common agenda on a national scale. I would think 
that there would be much to gain by working together 
to create a truly national brand, or at least develop 
some national marketing campaigns. 

T. Rich: There are lots of formidable ob-
stacles to getting state lotteries to collaborate 
together. Obviously, lotteries are all required 
to comply with the will of their state lawmak-
ers. Each state has its own rules and ways of 
doing things. So there are differences in ap-
proaches that affect even the smallest details. 
Each state has its own rules about what can be 
said in advertising and marketing messaging 
in general, and we need to respect those. 

And yet, the games are a national story. It 
is important that we stretch to find the com-
mon ground, focus on those common inter-
ests, and create the unified approach that will 
make our products and brands more powerful. 
Think about what an incredibly exciting story 
we have to tell and how much more meaning-
ful it would be if we could create a national 
stage to tell it. I’m not suggesting that we col-
laborate on everything, since that’s not pos-
sible. But, we can start small and collaborate 
in ways that are possible. 

Think of the tremendous brand that lotter-

ies have. If you add up the brand recognition 
of all the state lotteries along with Powerball, 
Mega Millions, and the regional games, you 
have a reach and market penetration that ex-
ceeds almost anything out there. Let’s appre-
ciate and recognize the tremendous asset we 
have in our brand to touch tens of millions of 
customers. Then let’s ask ourselves how we are 
leveraging that asset for maximum value to our 
stakeholders. The revenues that the business 
generates are high and the job that is being 
done with the products we sell is certainly re-
spectable. But our Lottery brand and our story 
are greatly underutilized assets. It would be like 
Apple or IBM stopping with just one or two 
products, or General Mills selling only cereal, 
or Proctor and Gamble selling only detergent. 
It’s true that we do not have the flexibility to 
diversify and leverage our brand value in ex-
actly the same ways those companies do. But 
that doesn’t mean there aren’t more creative 
ways to accomplish more than we are. 

We’re already collaborating with brand li-
censing relationships. And the breakthrough 
with the National Football League is also a step 
in the right direction. I’m thinking, though, 
that we can do much more. Let’s look at na-
tional brands that have the potential to be 
distributional partners as well as just brand 
licensing partners. Coca-Cola, Apple Com-
puter and Hallmark Cards are national brands 
but are controlled and distributed locally and 
are set up to conform to individual state laws. 
Like these iconic brands, state Lotteries have a 
special relationship with tens of millions of cus-
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tomers and also have the distributional infra-
structure to reach these customers in ways that 
nobody else has. Why can’t we explore ways to 
collaborate on special promotional campaigns 
that leverage not just our brand recognition but 
also the distributional power of lotteries, which 
rivals that of those corporate powerhouses? 

We’ve done that to a limited extent with 
Universal Studios from the Powerball side. 
But I think that collaboration on Powerball, 
Mega Millions, and other lotto brands will 
most likely begin not on the paid advertising 
side, but on the public relations side. There 
are two reasons for that. First, it is hard to get 
all the states to agree to contribute financially 
to a national advertising campaign. So we 
need to find ways to accomplish these goals 
that do not require much funding. That’s not 
necessarily as hard as it might seem. We have 
something of value in our brand and distri-
butional infrastructure that can be traded for 
like value from the corporate side. For ex-
ample, a national promotion where you could 
buy a twelve pack of Coke for $2.99 by us-
ing your non-winning Powerball ticket adds 
value, branding and third-party endorsement 
of our product.

Most importantly to recognize, we hit criti-
cal mass with the cross-selling initiative. And 
when you hit critical mass, other name brands 
will stand up and pay attention. The value of 
what we have is recognized now more than 
ever. So let’s look at the PR angle.

Creating a bigger, more national story out of 
all multi-state jackpot winners would seem to be a 
“low-hanging fruit” opportunity. 

T. Rich: Bingo. Each state gets a nice bump 
after one of its own wins a big jackpot, right? 
Why should it be localized like that? Why 
can’t we do more to create that same positive 
feeling across the entire country? The story of 
that winner really belongs to all of us, not just 
the one state where the winner resides. Obvi-
ously, the potential to win a lotto jackpot is 
equal for everyone and promoting the nation-
al angle helps all lotteries, including the state 
where the last lottery winner resides. So why 
can’t we spread the good news in ways that 
engage everyone everywhere instead of only 
benefiting the one state where the winner 
happens to live? The story of lottery and lot-
tery winners should really be a national story. 

We can do much more to gain national 
PR attention. Our product is unique for its 
ability to generate interest and excitement 
from a purely public interest point of view. 
We are all keenly aware of how a story can 

go national and affect us in negative ways. 
How often do questions or controversy 
percolate up from the local level to the na-
tional media and affect all of us? We can use 
that same dynamic to affect the national 
consciousness in a positive way. Let’s look 
for, or create, the story angles that are in-
teresting and bring them to the attention of 
those who can help us forge a national sense 
of who and what state lotteries are all about. 
Any time that Good Morning America or 
David Letterman mentions Powerball, any 
time we can get just the mention itself in 
the national media, it is worth millions of 
dollars to all of us. 

Any examples of how this has worked in the past?

T. Rich: Sure. Remember the South Da-
kota cowboy, just 23 years old and of mod-
est means, who won the lottery last year? 
Granted, this story did have lots of material 
to make it fun and interesting. Anyway, the 
story went national, global really, and ev-
eryone got to enjoy the image of this young 
man in the big black cowboy hat whose life 
was transformed in the most amazing way. 
He even bought the winning ticket in a 
town called “Winner!” Some stories are just 
made to go national no matter what you 
do, or don’t do, to make it happen. What 
we need to do, though, is look for the story 
angles of all events and winners, reframe 
them for national consumption, and then 
get them into the hands of the right people 
to make it happen. We can’t just sit and 
hope that the national media picks up on 
something. We can and should take respon-
sibility ourselves for making it happen, just 
like any business our size would do. 

As soon as we saw the story of the South 
Dakota cowboy, the Iowa Lottery bought 
cowboy hats for everybody in the office, 
went out to the State Fair to sell tickets 
and used the positive imaging created in 
South Dakota to help us sell tickets in 
Iowa. It cost us very little and yet we all 
remember it. So if we have a national firm 
look for the angle, look for the media hook 
that will get people’s attention, and then 
promote that positive message ourselves, 
we can help to direct how our lotteries and 
our businesses are being covered by the 
national media. Let’s be proactive at shap-
ing the media messaging in a positive way 
rather than waiting to react to whatever 
the media thinks is newsworthy. 

Would the obstacle be allocating funds to pro-

mote the product outside the borders of the state?

T. Rich: Yes. But we have the ability to ac-
complish a lot through simple stunts and pro-
motions and perhaps spending a small amount 
for a professional PR firm to bring our story 
to the national media, to find better ways of 
just elbowing our way into a place at the table 
of national news. We just need to find or cre-
ate PR opportunities to touch national media 
outlets. It does require some funding. GTECH 
stepped up to help by funding a PR agency for 
the launch of the cross-selling. We had great 
success with that. It’s a start, but we would be 
so far ahead if we had started 10 or 15 years 
ago to do this. But it was a breakthrough step 
in that it provided a common messaging that 
local states could use as they wished. Most did 
use it because we tried to create the messaging 
in ways that effectively addressed the questions 
most likely to be asked by the local media. 
That’s often what great PR and messaging is 
all about… just having it available to use as 
you need it. Obviously, everyone could modify 
it to be consistent with their own agenda and 
messaging objectives. This applies to damage 
control as well – being prepared with the most 
effective messaging to respond quickly to crises 
and the public’s need to know what we have 
to say. Half the battle in good messaging for 
a brand is being prepared with articulate and 
knowledgeable answers rather than trying to 
respond off the cuff to reporters’ questions. 
And, in our state lottery business, when one of 
us responds to queries from national media, we 
are speaking for the entire community of state 
lotteries, whether we think we are or intend 
to or not. It would be far better for us to have 
a system for managing those media relations 
from a national perspective, managing for the 
purpose of optimizing the upside value of posi-
tive news like a jackpot winner and minimiz-
ing the downside impact of negative stories. 

It would seem like the benefits to coordinat-
ing a more national approach to brand man-
agement and at least some aspects of messag-
ing and PR are compelling. Obstacles to this 
include the availability of resources to fund this 
kind of thing. 

T. Rich: Yes. In the short term, our com-
mercial partners have helped and are prob-
ably the most expedient venue to move this 
effort forward. But even when the states do 
not pay for something like this directly, some 
states have rules against a supplier to whom 
they have paid money in turn paying for 
something that has not been approved by 
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the state. That can get a little messy, unfor-
tunately. But I think the door is now open 
because the success of cross-selling reveals to 
everyone just what a tremendous opportunity 
we have if we could be open to working to-
gether. We all appreciate the need to respect 
the rights of each state to protect its interests 
in everything it does. But we also hope that 
everyone sees the tremendous potential to 
deliver so much more to our beneficiaries if 
we work hard to break down the barriers that 
separate us, find ways to resolve differences, 
work together, and create a unified approach 
to advancing our agendas on a national stage. 
I’d like to think the opportunity to do this is 
better now than ever and we should act boldly 
to take advantage of it. 

Why couldn’t the cost for PR and national mar-
keting be built into the overall deal for a lottery to 
sell the multi-state game? There are other costs 
involved with operating the game that need to be 
paid, and each licensee pays its share. Why not 
just build in a budget for national PR and mar-
keting and require each participant to pitch in as 
part of the overall operational expenses? It doesn’t 
seem like a solid game plan to wait for somebody 
like the New York Lottery to pay for a Super Bowl 
ad or a commercial partner like GTECH to do-
nate the money. That process almost incentivizes 
states to not contribute since others might end up 
paying for it anyway. Why not just make partici-
pation a business expense and have the licensing 
deal include a budget for national advertising and 
PR? You’re either in or out. 

T. Rich: That is certainly one approach 
and may be a good one. It would be tough 
to rewrite the terms of existing games. But 
maybe that could be considered for new 
games, like the new premium game that 
U.S. lotteries are currently discussing. The 
agreement to sell the game requires that 
each participating lottery agree to terms 
and conditions of all different kinds. One of 
those could be that a specified fraction of a 
percentage of revenues be allocated towards 
a national advertising and PR campaign. 
There will be many people who read this 
and see red because there are lots of compli-
cations to the idea. As we’ve just discussed, 
the messaging rules differ from state to state, 
and some states may have rules that would 
appear to prohibit marketing expenditures 
that go outside of the state. But I would 
suggest that we should be looking for solu-
tions, looking for ways to break through the 
obstacles and find ways to progress. We’re 
all well aware that each state has rules that 

command respect. But hopefully everyone is 
also keen on overcoming obstacles that pre-
vent us from truly maximizing the benefits 
we produce for our stakeholders and good 
causes. It’s easy to point out obstacles to do-
ing what we know is right. What we need is 
the desire and integrity to push hard, find 
solutions, communicate with our political 
constituents and get the support we need. A 
vital part of our story is the tremendous pub-
lic service function that lotteries perform. 
Our pride in that should inform and drive 
our ability to share our convictions with our 
political constituents. 

You launched Mega Millions in January. 
With Powerball, that makes two big multi-state 
jackpot games, plus the regional Hot Lotto, 
plus your own in-state lotto game, Iowa’s 
$100,000 Cash Game. What are the results 
so far this year? 

T. Rich: I think that almost all lottery di-
rectors concur that the results so far are ex-
cellent. It has only been a couple months, so 
we do need to be cautious about extrapolat-
ing those short-term numbers into a 12- or 
18-month projection. But most of us seem 
to have enjoyed the best of both worlds. The 
Mega Millions group got an exciting introduc-
tion to Powerball because two or three really 
good runs attracted some new players to try 
Powerball early on. And everyone, including 
the Powerball states, has generally seen a to-
tal lotto increase. Nobody was quite sure how 
this would impact the rest of the portfolio and 
whether there would be much cannibalization 
with players just shifting their spending from 
one product over to the new jackpot game. 
We are very pleased to see that phenomenon 
does not seem to be occurring to any great ex-
tent. The situation has been helped by having 
high Powerball jackpots to keep the regular 
core player engaged. We expect the next big 
bump to come as Mega Millions takes a run 
at a big jackpot and gets the attention of new 
players. It’s worked out well for the smaller 
states that were concerned about Powerball 
being cannibalized to have Powerball getting 
attention with its big jackpot runs soon after 
cross-selling began. Now we’re ready for Mega 
Millions to take a run and are confident that 
it will contribute incrementally to sales with 
minimal cannibalization. 

There would seem to be a lot of similarities be-
tween these two multi-state super-jackpot games. 
But it does not seem like much attention was 
given to differentiate the products.

T. Rich: There are a couple reasons for 
that. First and foremost, both the players 
and the operators have some history with 
this basic business model. Let’s look back to 
the era when only one scratch ticket was 
sold and there was concern about saturat-
ing the market if a second was launched. Of 
course, it didn’t happen that way. There is 
plenty of room for more than one product, 
even without market segmentation and pro-
nounced product differentiation. The sales 
of the first scratch ticket may well have 
dipped a little back then, but together the 
two tickets sold a lot more. And that’s ex-
actly what the business model for these two 
jackpot games is progressing towards. Two 
jackpot games simply means more chances 
to win and that will incline the player to 
spend a little more and make the entire 
tide rise. Following along with this same 
business model, we didn’t stop at just two 
scratch games and likewise the market could 
easily absorb another big jackpot game. The 
next step will likely be what we call a ‘pre-
mium game,’ which will have a higher price 
point, likely a $5 ticket. Some people will 
like the $5 ticket and some will prefer the 
$1 ticket, so we need to give them a choice. 
We don’t feel the need to differentiate in 
major ways. To some extent, the brand and 
different price points may provide adequate 
product differentiation. 

Another reason why we may not want to 
go for bold product differentiation is that 
we want to use price points to distinguish 
between the games. Again, we’re following 
the model of the scratch tickets. We want 
the brands to be distinct but not really com-
petitive with each other. Instead, we want 
the player to affiliate with differing price 
points more than other attributes which 
perhaps could have been integrated into 
the games. We need to have higher price 
points for lotto like we do for scratch-offs. 

You seem to be saying that innovation is not 
necessarily always a good thing; that there are 
lots of things to consider and change of any 
kind has lots of unintended consequences. 

T. Rich: We talk about how important in-
novation is, and how lotteries need to evolve 
to keep up with the times, etcetera. But it is 
also important to recognize that the objec-
tives of innovation can be quite different de-
pending on the product life-cycle stage. In the 
launch or entrepreneurial stage, innovation is 

…continued on page 45
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cut. The impulse is always to try to resurrect 
something that once had value and not to cut 
bait. Isn’t it hard to have the discipline to take 
resources away from the lesser productive, 
lower ROI cost centers? Any examples of where 
you’ve done that? 

J. Borucki: I have a very recent example: 
the “Make Me a Millionaire” TV show. The 
California Lottery has had a TV show on the 
air since day one. It used to be the Big Spin. 
When I came onboard, that show had very, 
very low viewership. The ticket sales were 
okay, but nobody had ever really looked at it 
to see what the show was contributing and 
whether we could be getting more out of it. So 
we revamped the show, tried to refresh it and 
reach out to new or lapsed consumers through 
a more up-to-date TV show. We developed 
this new concept with Three Ball Productions 
called “Make Me a Millionaire” TV show. We 
put out a new ticket that did very, very well 
during the first six months after it launched. 
The TV show looked better than anything 
you see on national networks. We gave away 
more money than any national network game 
show. We had allocated about $19 million to 
the prize fund for the show and the ticket. We 
were tracking the sales and taking a hard look 
at the viewership and all the different agree-
ments we had with the TV stations to run the 
show. We ran these numbers and came to the 
conclusion that the show was simply not add-
ing enough value to our overall scratcher sales. 

And now we have the flexibility to channel 
that $19 million into other things like higher 
payout for scratcher tickets. The bottom line is 
that we determined that the show was not pro-
ducing the same return on investment as other 
activities. As a result, we announced earlier 
this month that we would be cancelling that 
contract and the last show will air July 3rd. 
Now that’s a hard thing to do. The California 
Lottery has always had a T.V. show. Like you 
say, it takes discipline to just walk away from 
something that has always been a part of who 
we are. But that’s an example of how we are 
determined to run the Lottery like a very effec-
tive business. We are moving to operate more 
aggressively to ensure that every dollar is spent 
in the best possible way, maximizing ROI and 
ultimately funding for education in California. 

Great example. The law that explains the 
changes in payout percentages…Is it too compli-
cated to explain exactly what the constraints are 
and how they’ve been changed?

J. Borucki: Not at all. It states that no 
more than 13% of sales can be expended 
on operating expenses. That leaves 87% of 
sales for the Lottery Commission to decide 
how the prize-payout structure, i.e. what per-
centage goes to prizes versus the percentage 
that goes to education. The idea, of course, 
is that strategic changes in prize-payouts can 
increase gross sales and net profits that go to 
education. The caveat is that we must always 

produce a year-over-year increase in funds de-
livered to education, which we intend to do.. 

There was much discussion just a couple of years 
ago about “monetizing” or selling the state lottery. 
It seems like a better approach might be to “modern-
ize” the lottery, to transform it from a state govern-
ment agency into a performance-driven business. It 
sounds like that is what you’re doing. 

J. Borucki: Policy makers have the re-
sponsibility of determining if they want to 
securitize the Lottery by getting an upfront 
payment for future sales. But the focus of our 
organization is to make the lottery the most 
successful it can be in terms of maximizing the 
dollars we earn for education.

We can and will deliver the results. We are 
giving our staff the tools to achieve superior 
results. Our focus on performance manage-
ment, emphasizing results more than process, 
brings that entrepreneurial energy and cul-
ture to the California Lottery. Our legislature 
is giving us the support we need and we are 
going to deliver. 

It’s exciting that state legislatures are rec-
ognizing the potential of the state lottery and 
appreciating the tremendous asset they have 
in their own lottery staff and management 
team. Perhaps all that discussion about “priva-
tization” served a good purpose if it piqued the 
interest and imagination of the state legisla-
tures to re-evaluate how they thought about 
their state lottery. u

a core attribute that will drive growth. The 
business model can be based on high prod-
uct development and marketing costs that 
produce dramatic innovation because you’re 
banking on high growth. You hope that it is 
profitable and it better be profitable because it 
includes uncertainties and higher risk. That’s 
not the product life-cycle stage that lotto is 
in. We don’t necessarily want to reinvent our 
super-jackpot products. They may be in the 
mature stage of the life cycle, but the way to 
manage them for maximum profitability is 
to innovate them back into the late-growth 
stage and not to try to recapture that early 
high-growth stage by reinventing the prod-
uct, or by introducing dramatic changes to 
differentiate the products. We know we need 
to innovate to keep the products exciting and 
relevant to the player, but we do not want to 
go the high-risk, high-return route of com-
pletely changing our core products. 

You want to appreciate that lotto is a very 
successful and profitable franchise. Our pri-
mary obligation is to protect the security and 
integrity of that franchise for the good causes 
that are our beneficiaries. The launch of both 
super-jackpot games is a hugely exciting in-
novation and we’ll be very pleased and proud 
to see double-digit increases in sales. That in 
itself is pretty darn good. But it’s not our mis-
sion to take high risks and gun for outsized re-
sults. So I would say that we are just as pleased 
and proud of the measures we take to mini-
mize downside risks for all our stakeholders. 
We were confident that this would be success-
ful, and our commercial partners have done 
an excellent job at executing. But again, the 
operative term regarding the cross-selling ini-
tiative continues to be ‘cautiously optimistic.’

Short-term results would seem to indicate that 
can be upgraded to “quite confidently optimis-

tic.” How exciting it must be to deliver sales and 
profit increases in an economic climate that is so 
challenging. Do you think the success of the cross-
selling might cause state legislators to look more fa-
vorably on allowing lotteries to have more flexibility 
in the ways they manage the business and perhaps 
authorize more games and otherwise support your 
ability to increase funding for good causes? 

T. Rich: Not in quite the way you are 
thinking about it. Of course, everyone loves 
the revenues. But I don’t think it will cause 
legislators to change the conservative ap-
proach they have towards the lottery. In fact, 
we all need to continue to emphasize that our 
job is not just about promoting the games and 
increasing revenues. It is about managing a 
great business that balances social responsi-
bility along with the entertainment desires 
of the public and the much-needed revenues 
that states desire in these economic times. u
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