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CHAI RPERSON JAMES:

M. Jones?

MR, JONES: Thank you, WMadanme Chairperson,
and thank you to the nenbers of the Comm ssion for
inviting ne to address you today. 1'd like to applaud
the Comm ssion, | wote an article about you way back
in October and noting that there were no lottery people
on the Comm ssion | thought that there wouldn't be the
sort of detailed questioning and insight into the
business that |'ve seen today. I'd also like to
applaud those lottery directors who were here, that
were brave enough to cone before you to test their
know edge and their opinions against the good questions
t hat cane.

Most of the issues that have been raised
here today seem to strike at the heart of one of ny
phi | osophies at l|east, and | think the philosophy of
nost people involved in lottery business, and that is,
i ndeed, | guess our task is to maxim ze revenue. But
|"ve never said that phrase nor have | ever been
involved in nmaximzing revenue through a lottery
wi thout taking into account the ethical and social

responsibilities that go with it.
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And many of the remarks that have cone from
my two previous panelists are really ainmed at that
what is the social and ethical responsibility, who has
that responsibility, who exercises the power to oversee
it?

In the 17 years since | becane the Illinois
lottery's third lottery director, |'ve seen many
changes in the ganbling marketplace but few changes in
either the prom se or the potential of a governnentally
sponsored lottery. W could take a short walk in
Harvard Square, as you all know, to rem nd ourselves
that before there was a tax base sufficient to fund
great public works, there were lotteries to allow
citizens to make a political choice as to what they
wanted to support with their hard earned noney.

And so it is today, you've heard nany tinmes
before, public parks in Col orado, college schol arships
in CGeorgia, senior citizens prograns in Pennsylvani a.
A lottery is like no other form of ganmbling, it is
uni que. Wen | was asked to be director of the
II'linois Lottery by then Governor Janes Thonpson, |
decided to research the subject prior to taking the

j ob.
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| found, as you heard this norning, a
rather problematic history of successes and failures,
of prom ses net, scandals investigated, and yet | found
a new nodern governnment run nodel of a lottery. And I
stunbled upon a fornula for a lottery that rings true
t oday. It is a unique enterprise in which consuners
risk a small anmount of noney against very |long odds to
wn a very large prize, with the net proceeds going to
the common good. This fornula is a very different one
fromany other form of ganbling.

QG her fornms of ganbling offer players odds
that they think they can overcone. They offer
ganbl i ng. Lotteries offer 24 mllion to one odds to
win the big or even the small Lotto grand prize, 24
mllion to one odds, that's not a ganble, that's a
lottery.

(Laughter)

MR, JONES: Most people ignore this
fundanental difference between lotteries and, let's say
casi no ganbling. Hi storically, lotteries because of
this have always been considered a rather benign form
of ganbling, that is, that the social costs associated
with its play have been very, very |ow. It does not

take lottery players long, or anybody in the panel who
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has played the lottery, to realize that whether they
play a little or a lot, their chances of w nning do not
vary appreciably.

The hunorous Fran Liebowitz was not far
from the mark when she said: "I figure you have the
sanme chances of winning the lottery whether you play it
or not." Sort of like the 50-50 exanple we heard
earlier this norning.

(Laughter)

MR JONES: You have taken testinony
already as to who plays the lottery and maybe a little
as to why people play, | would add to those facts and
figures that the psychology of playing the lottery, |
think, has a lot to do wth where the noney goes. And
with the honesty with which the lottery is run.

VWihich in a frightfully long w nded manner
brings ne to the subject at hand, are there conflicts
i nherent in having governnent regulate so controversi al
an entity as a lottery? And by doing so, does
governnment relinquish its historic role of protecting
its citizens and pronoting the general welfare?

Back before the tidal wave of gamng
expansi on began flooding Anmerica wth riverboats and

Native Anmerican casinos, ny answer to that question was
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a very clear no. The essence of a lottery, | believed
was very close to the essence of governnent, citizens
maki ng conscious decisions to play or not to play a
ganme, the outcone of which was uncertain, the prize was
huge, the proceeds that effected the common good, |
guess you' ve heard that before, haven't you?

Who better than governnment to insure the
security of the games? \Who better than governnent to
ensure accurate and tinely accounting of the lottery's
sales and profits? Who better than governnent to
I icense thousands of retailers selling lottery tickets?
And who better the governnent to protect the interests
of the mllions of citizens playing the lottery?

Several years ago, ny conpany sponsored,
with International Gamng and \Wagering Business
magazine, a series of for profit gam ng conventions,
one concentrated on the riverboat industry. \%%
conpany's role was to organize the sem nar portion of
the program thus we tried very hard to neet head on
the public policy issues surrounding this |atest gam ng
expansion. As part of the opening of the convention we
al ways had a keynote speaker, one year it was ny old
boss, Jim Thonpson. He spoke eloquently of the

econom ¢ devel opnent issues that governors face when
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attenpting to balance conpeting private interests,
especially in gam ng.

One year | leapt into the lions den and
debat ed the Reverend Tom Gray, who was here nost of the
day, as to the norality of governnents new interest in
ganbl i ng. The Reverend Gay and | remained friends
even though I i kened hi s awakening to the
possibilities of gaming to St. Paul's conversion on his
way to Tarsus, he did not |ike the Biblical allusion.

But the nobst interesting and controversia
keynote speaker that | ever invited was Ken Bode, who
many of you may know, he is the dean of the new
Nort hwestern University School of Journalism At the
time he was senior correspondent for CNN News, you nmay
have seen himover the weekend hosting "Washi ngton Week
in Review'. Ken Bode had attended the previous year's
riverboat convention, preparing a CNN special on the
expansion of ganbling in Arerica. | had watched it and
t hought it was even handed and fair and informative, so
| invited Ken to be our keynote speaker, to a hall ful
of gam ng people, suspicious of the press, but open, |
hoped, to hearing the press's point of view about their

i ndustry.
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Hs remarks were fascinating, | thought.
The central thesis of his speech was that governnent
had reserved the power to approve, disapprove, to
regulate this incredible expansion of ganbling, wth
al nost no know edge of what they were being asked to
regul ate, legalize, or continue to make illegal. He
mai ntai ned that governnment and governnent officials
were incredibly naive about or ignorant of the gam ng
options offered to them

He spoke eloquently of the numerous
interviews he had conducted with governors, speakers of
houses, mnority whips, econom c devel opnent czars and
ot hers, who upon questioning did not know the
differences between the various ganmng options they
were being offered. Oficials that to a person seened
to fail to recognize the power inherent in granting
[imted or unlimted gam ng |licenses. |ncipient gam ng
mar keters who were unm ndful that there was an inmense
pent up consumer demand for casino style ganbling.

He reported that governors and many ot her
politicians equated the state's expansion into harder
formse of ganbling with the rationale of the previous
exi stence of a lottery. A spin based on what casino

devel opers were telling governnment officials through
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their |obbyists and their PR firns. It was as if one
day the sun cane up in Anmerica and the words lottery
and casi no were synonyns.

He heard little discussion and |ess
understanding that a 20 percent tax on casino net was
different and a different income stream than a 40
percent gross profit on the sale of lottery tickets.
He didn't accuse the officials he interviewed of any
shenani gans, but |ikened themto | anbs being led to the
sl aughter by an agenda that was both well-funded and
intelligently researched. You know, you have ganbli ng,
you have a lottery, thus this is just nore of the sane
t hi ng.

As ny daughter would say: "Not."

And as we have seen in many states, there
were rapid expansions into casino style gamng, it's

funny how sonewhere along the line the B and the L were

| ost. If there hadn't been this rapid expansion we
woul dn't be sitting here today. | would, dare | say
it, bet, can we bet, | guess we can, that there would

be little debate on governnment regulation of gam ng
entities and a cost-benefit analyses on their effect on
Arericans if we still lived in only a lottery world

But we don't.
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So, as | said earlier, the necessary role
of governnent was clear in the lottery world but I
woul d submit that it has becone nore clouded and you' ve

heard from a nunber of speakers to that point in a post

gam ng expansi on Anerica. If state governnents, and
i ndeed this Conmmi ssi on, don't under st and t he
fundanental differences between all other forns of

ganbling and lotteries and regulate them accordingly,

we wll never maximze the potential return |egalized
gam ng can produce for the common good. And | ess
obviously, we will never mnimze the social problens

inherent in all ganbling, regardless of its type.

As | travel around various lottery states,
the fact that they are now just considered another form
of ganbling, by their governnents and the nedia,
sonetimes | think causes them to nodify their
fundanental charge and their fundanental fornula. | t
opens themto seek to conpete with what | don't see to
be conpetition, harder fornms of ganbling.

| believe nost nedia and |egislative calls
for restrictions or new regulations on lotteries stem
from the expansion of ganbling and the seemng
inability to differentiate lotteries from casinos.

Legislative calls for restrictions on advertising,
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limtations on prizes and a rapidly revol ving door of
lottery directors are all reactions, | think, to harder
forms of ganbling and the naivete spoken about by Ken
Bode.

Additionally, the proliferation of gam ng
comm ssions for each form of ganbling, all conpeting

for attention and resources, cloud the social and

econom ¢ issues surrounding ganbling. More than
anything we lack, in ny state, and | think the
Representati ve spoke el oquent |y to this in

Massachusetts, a well thought out gam ng policy. There
is no conflict in having governnent regulate gam ng
there is not other entity that can acconplish the twn
tasks of probity and protection of the citizens. There
is no better regulator of a governnent sponsored
lottery, voted into being by the state's citizens, than
t he governnent formed by el ections.

But what we lack in Anmerica is an agreed
upon gam ng policy, one that recognizes the differences
in gamng types, one that recognizes the social costs
and responsibilities of allow ng any form of ganbling.
One that educates itself to the realities, not just the
prom ses of gam ng expansi on. A policy that mandates

that the chief beneficiaries of ganbling expansi on and
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profits will be the citizens of the jurisdiction, not
private interests.

And for that great wonderful quote, tax
laid only on the wlling, which is a lottery, as
imortalized by Thomas Jefferson, governnent, not
private enterprise nust ensure the fundanental s of what
has made its gane so successful, security, credibility,
honor, a ganme in which a player risks a small anount
against long odds to win a big prize, with the net
proceeds going to the common good.

My response to the fundanental question of
a governnment's role in advertising the lottery, if you
wi sh to have broad participation, and | think that's
the key to the success of any lottery, it's like the
dream everybody has of walking into the Rose Bow at
hal ftime and asking everybody to give them a dollar,
everybody is out a dollar and you walk away wth
$130, 000. If lotteries don't advertise, you can be
sure only a few, unconcerned with where the lottery's
profits go, unaware of the public policy questions
we're debating today, interested only in faster action,
better odds, and the next sort of ganbling, wll play.

I'd like to thank the nmenbers of the

Commi ssion for their tine and attention and please
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1 remenber that to nost Americans, gamng neans lottery.

2 1'd be happy to answer any questions.



