
Lottery Discussion  

A Cautionary Tale from Texas……



Lessons 
to Learn 
from TX 
Lottery 
Broken 
Promises • Has the lottery paid for educating the children of Texas?

• Historical: Sales Tax vs. Lottery

• Not Incremental Dollars in Schools - Grown Government



The Arguments



The Responses

• Discretionary Income 
• Lottery = Scratch Tickets

• Impulse purchase with immediate gratification

• Where are the Sales gonna come from?
• Economic & Census data

 

• Draw Games vs. Scratch Tickets 
propensity

• Tax rates, quantifying sales 
requirement



Instant Ticket Games Assumptions- 72% prize pool, 12%  Administrative, 16% tax rate

Draw Games Assumptions- 50% prize pool, 12%  Administrative, 38% tax rate

50% Prize Pool 12%
Admin

38%
Tax to State

Draw Games: Lotto, Multi State Games

Lottery Games : Tax Rates

16%
Tax to
 State

Instant Scratch Games: Higher the price point, the lower the tax rate

72% Prize Pool 12%
Admin
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Texas Lottery Sales and Revenue
Fiscal Years 1992 - 2024

Texas Lottery Annual Sales Lottery Revenue to Foundation School Fund (FY 98 - FY24)

Lottery Revenue Adjusted for Inflation- GDP Deflator 1992

FY 2013
Began Accural Reporting 
vs. Cash Basis  (FY92 -FY 12)
- 63.2 % Prize Payout

FY 2008
- 100 Scratch games
- Scratch games made up 
   78% of total sales
- $50 Scratch game
-  62.1% Prize Payout

FY 2000
- 30 Scratch games

- Scratch games made up 
   52% of total sales
- $ Scratch game
- 56.8% Prize Payout FY 2022

- 165 Scratch games

- Scratch games made up 
   81.1% of total sales
- $100 Scratch game
-  67.5 % Prize Payout
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Instant

Ticket

Lotto Texas

Mega

Millions

Megaplier

Pick 3

(Includes

Fireball)

Cash 5

Tx Two

Step

Daily 4

(Includes

Fireball)

Lotto Extra

Triple

Chance

All or

Nothing

Powerball

Powerplay

Texas Lottery Sales by Product
Fiscal Years 1992 - 2024
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Texas Lottery Unclaimed Prizes
Fiscal Years 1992 -2024

Unclaimed Prizes

FY 2023 Texas Lottery Sales
1. Instant Ticket $6,644,493,763
2.  Powerball $466,426,958 
3.  Mega Millions $313,379,513 
4. Pick 3 $268,276,954 
5. Lotto Texas $136,991,546 
6. Daily 4  $128,920,951 
7. Powerplay $92,138,849 
8. Unclaimed Prizes $80,295,850
9. Tx Two Step $65,424,673 
10. Megaplier $62,254,208 
11. All or Nothing $53,276,036 
12. Cash 5 $51,487,981 
13. Lotto Extra $48,673,439 
14. Pick 3 - Fireball $29,790,186 
15. Dailey 4- Fireball $27,291,869 
16. Just the Jackpot $951,706 



Instant Ticket Games Assumptions- 72% prize pool, 12%  Administrative, 16% tax rate

Draw Games Assumptions- 50% prize pool, 12%  Administrative, 38% tax rate

50% Prize Pool 12%
Admin

38%
Tax to State

Draw Games: Lotto, Multi State Games

Lottery Games : Tax Rates

16%
Tax to
 State

Instant Scratch Games: Higher the price point, the lower the tax rate

72% Prize Pool 12%
Admin



” projected to exceed $300 million annually, benefit education and education only”
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Draw Games Sales Instant Scratch Games Sales

Draw Games Formula- $300 million is 38% of $789.5  Million 

Instant Scratch Formula- $300 million is 16% of $1.87 Billion 

How Much has to Wagered?

$300 Million

$300 Million



”Discretionary Income ?  Or Dollars redirected out of the current Local Economy?”   
“
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Total Sales (70% Instant & 30% Draw)

Formula to generate $300 million:

- Instant Scratch games generating 70% of sales @ 16% tax rate

- Draw game sales generating 30% of sales @ 38%  tax rate     

Lottery Games : Projected Sales 

$1.59 Billion



Propensity in 
 Local 

Communities



Sources & Methodology

•  Fiscal Year 2023 Sales and Retailer Data from the Texas Lottery 
Commission

• Data from the Texas Legislative Council

• Data reported by the U.S. Bureau of the Census from the long-form 
questionnaire for the 2020 census

• 2020 Census, SF 3, SF1



Fiscal Year 2023 Top “5” Lottery Sales Legislative House Districts

Ranking Representative      Per Capita Income     FY23 Lottery Sales               Est. Contribution to Texas Education

#1 Rep. Campos                  $26,414          $102.9 million   $25.2 million

#2 Rep. Gerdes                  $32,783          $101.7 million   $24.9 million

#3 Rep. AJ Louderback                 $31,278          $96.1 million   $23.6 million

#4 Rep. Lujan                  $29,753          $95.9  million   $23.5 million

#5 Rep. Bernal                  $32,158                  $92.3 million   $22.6 Million

Source:   2018 – 2022 American Community Survey (ACS) 5-year Summary File analysis by Texas Legislative Council, Research Division & Texas Lottery Commission FY23 Sales Data and  
contributions  to Texas Foundation School Fund at 24.5%

Ranking Representative      Per Capita Income     FY23 Lottery Sales      Est.  Contribution to Texas Education

#1 Rep. Meyer                             $104,418                  $24.3 million    $5.9 million

 #2 Rep. Johnson                             $96,039            $29.5  million    $7.2 million

#3 Rep. Capriglione                         $73,256                     $38.5  million     $9.4 million

#4 Rep. Goodwin                             $72,255                     $26.9  million    $6.6 million

#5 Rep. Howard                               $68,965                     $39.4 million    $9.6 million

Source:   2018 – 2022 American Community Survey (ACS) 5-year Summary File analysis by Texas Legislative Council, Research Division & Texas Lottery Commission FY23 Sales Data and  
contributions  to Texas Foundation School Fund at 24.5%

Fiscal Year 2023 Top “5” Per Capita Income Legislative House Districts
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 Bachelor's Degree or Higher Less than  High School Graduate
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 Note :This is only an Estimate: SNAP Utilization and Eligibility in Texas and Texas Legislative Districts
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Lottery Couriers



Lottery 
Couriers





Indian 
Gaming

• Any consideration for 
expansion of gambling in the 
State of Alabama must include 
a complete understanding of 
how the Indian Gaming 
Regulatory Act (“IGRA”) 
empowers federally recognized 
Indian tribes through Class III 
Tribal State Compacts and Land 
Acquisitions. 



Indian 
Gaming

• IGRA Class I, II and III- Texas & 
Alabama

• “Actionable Class III game”- Lottery 
vs. Online Lottery

• Florida- Another Cautionary Tale

• Oklahoma - McGirt

• New IGRA Rules:

– 25 CFR Part 151, Land 
Acquisitions

– 25 CFR Part 293, Class III Tribal 
State Gaming Compact Process

• Out of State Tribes with Historic 
lands 





Kickapoo
Class II IGRA

U.S. Secretary
Of Interior for  Approval

Texas Governor
Negotiate Gaming Compact

Exclusivity in Gaming Compact:
Geographic
Types of Games

Example of Scope:
April 23, 2021 -Gaming Compact
Florida and Seminole Tribe
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Class II Class III

State of Texas Class II Paths to Class III Federal Gaming  Classification- Model

Kickapoo Tribe 
300 Nautical Miles
Types of Games

Future Class II Tribes in Texas
Alabama-Coushatta Tribe of TX
Ysleta del Sur Pueblo
H.R.2208- 117th Congress (2021-
2022)

Out of State Tribes – 
Programmatic Agreements 
Acknowledging Historic  Indian 
Land

Texas loses ability to Govern 
Gaming
Oklahoma
Florida

25 U.S.C 2710(d)(1)(B)

     25 U.S.C 2710(d)(3)(A)
     25 U.S.C 2710(d)(7)(B)
     25 U.S.C 2710(d)(3)(B)
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• Sports Wagering Gross Gaming 
Revenue (GGR)/Tax Rate Models

8% GGR Win Rate Model (Generate $90,000,000 a y year)

$11,250,000,000 Handle- Total Dollars Wagered

x 8% GGR Win Rate % = 92% prize pool

$900,000,000 GGR/AGR (No Promot ional Gaming Credits)

x10% State Tax Rate

$90,000,000 Tax to the State

8% GGR Win Rate Model (Generate $60,000,000 a year)

$7,500,000,000 Handle- Total Dollars Wagered

x 8% GGR Win Rate % = 92% prize pool

$600,000,000 GGR/AGR (No Promot ional Gaming Credits)

x10% State Tax Rate

$60,000,000 Tax to the State

8% GGR Win Rate Model with $300 mill ion promotional gaming credit (Generate $90,000,000 a year)

$15,000,000,000 Handle- Total Dollars Wagered

x 8% GGR Win Rate % = 92% prize pool

$1,200,000,000 GGR

($300,000,000) Promotional  Gaming Credits (Jan 2023 $320 million spent in Ohio)

$900,000,000 AGR - Adjusted Gaming Revenue

x10% State Tax Rate

$90,000,000 Tax to the State



Study of Estimated 
Economic & Social Costs

Business Profitability vs. Social Profitability: Evaluating 

the social contribution of industries with externalities, 

The case of the casino industry. 

 by 
Earl L. Grinols PhD, Department of Economics, University of Illinois, 

David B. Mustard PhD, Department of Economics, Terry College of 

Business, University of Georgia
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