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Lotteries are now operated by most of the 50 United States of America. Because of recent
decades of widespread tax revolts, state politicians have had to find disguises for—or new
masked forms of—taxation. With determination and heavy promotion, they have succeeded
in largely reversing the older American notion that gambling is sinful. In the elegant words
of conservative South Carolina State Senator Robert Ford, reported by the Associated Press,
“Gambling ain’t no blight on society.” Far from sinful, lottery ticket purchases have instead
become socially approved ways of “supporting our state’s schools” and “enjoying very
human fantasies” of quick wealth.

States have generated significant new revenues by means of lotteries and anticipate more
in the future even as other state tax revenues are decreasing. Nor is there yet much concern
that the major buyers of lottery tickets are those at the lower end of the income distribution.
As a means of raising states’ revenues, lotteries are regressive: the percentage of one’s
income spent on them rises as one’s income falls.
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Consider the rising importance of state lottery revenues also documented in that
Associated Press story:

Both Republicans and Democrats have been moving steadily toward ever more lottery
ticket sales; there is no reason to doubt that they will continue.

Where exactly do lottery revenues come from? A famous recent study by Cornell
University researchers (Blalock et al. 2004) reached these conclusions:

. . . lotteries are extremely popular, particularly among low income citizens. . . . [I]
ndividuals with lower incomes substitute lottery play for other entertainment. . . . [L]
ow income consumers may view lotteries as a convenient and otherwise rare
opportunity for radically improving their standard of living. . . . [T]he desperate may
turn to lotteries in an effort to escape hardship. We . . . find a strong and positive
relationship between sales and poverty rates. . . .

In another study, Duke University researchers in 1999 (Clotfelter et al. 1999) found that
the more education one has the less one spends on lottery tickets: dropouts averaged $700
annually compared to college graduate’s $178; and that those from households with annual
incomes below $25,000 spent an average of nearly $600 per year on lottery tickets, while
those from households earning over $100,000 averaged $289; blacks spent an average of
$998, while whites spent $210.

Put simply, lotteries take the most from those who can least afford it. Thus, still another
study of state lotteries concluded: “We find that the implicit tax is regressive in virtually all
cases.” (Clotfelter and Cook 1988) Instead of taxing those most able to pay (the principle of
the federal income tax in the US), state leaders use lotteries to disguise a regressive tax that
falls on the middle and even more on the poor.

The states’ usages of their lottery revenues are well known. Some 50–70% go to the
winners; 20–40% go to pay for states’ public services (often education) and the rest (10–
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20%) go for “expenses” of running lotteries. In 2006, over half of California’s lottery
receipts used for these “expenses” were paid as commissions to retailers for selling lottery
tickets. Sales per retail outlet in 2006 averaged $188,000 in California (and $405,000 in
New York). For many retailers across the country, profits from the fully automated selling
of lottery tickets significantly boost their bottom lines; for some, revenues from lottery
ticket sales keep them from bankruptcy.

Lotteries function as mechanisms to redistribute wealth from the poorer to the richer.
The vast majority of middle-income and poor people buy tickets and win nothing or nearly
nothing, while a tiny number of winners become wealthy. Lotteries raise ever more money
for states from their middle-income and poor citizens rather than from those most able to
pay. The richer escape the disguised taxation of lotteries by not buying the tickets. Retail
merchants gain profitable commissions on their virtually costless lottery ticket sales.
Politicians boast that they “did not raise taxes”—having raised money instead by lottery
ticket sales.

The effects of lotteries in today’s economic crisis are even more perverse. Lotteries take
huge sums from masses of middle-income and poor people who would otherwise have
spent all that money on goods and services whose production would have provided jobs for
others. The lotteries then distribute over half of their revenues from ticket sales to a few,
suddenly very rich individuals who will not spend all that money. The net result is less
money spent and fewer jobs created. This is the exact opposite of the kind of economic
stimulus a depressed economy needs. Yet many states are now planning increases in lottery
sales to raise money to offset lost tax revenues because of high unemployment.

Lotteries are also powerful ideological and political weapons. They reinforce notions
that individual acts—buying lottery tickets—are appropriate responses to society’s
economic problems. Lotteries help to distract people from collective action to solve the
economic crisis by changing society. Lotteries’ massive advertising shows an audacity of
hype: shifting people from hope for social change produced by collective action to hope for
personal gain by individual gambling.

Finally, compare lotteries (disguised taxes) with taxes that do not wear masks. Taxes
raise money that mostly goes to fund states’ provision of public services. Lottery revenues
make a few winners wealthy at the expense of the mass of taxpayers; only small portions of
lottery revenues fund states’ services. Society can target taxes to tap those most able to pay
(something done partially by the US federal income tax); that is not done by lotteries. Taxes
can enable the states to provide public education, child and elderly care, public
transportation and so on without devoting scarce state funds to pay for state employees
and state-funded advertising that push people to gamble more, which is what lotteries do.

The issue here is not gambling per se; the point is not to engage the religious, moral, or
mental health debates over gambling. Rather, what matters is the cynical use of state
lotteries to disguise unfair tax burdens even as they worsen the economic crisis.

Are there fairer, better ways than lotteries to help the states’ strained revenue situations?
Indeed. One alternative to lotteries would be a property tax levied on stocks and bonds. In
the United States, only some forms of property are already taxed, chiefly at the local,
municipal level: land, homes, commercial and industrial buildings, automobiles, and
business inventories. Stocks and bonds are exempted from the property tax. Stocks and
bonds are the forms in which the richest citizens hold most of their property. A property tax
on stocks and bonds—levied on a national basis to avoid differential rates among the states—
could easily raise far more than lotteries do, tax those most able to pay, and thereby end the
injustice of allowing owners of stocks and bonds to avoid the taxes now levied on the other sorts
of property most citizens own (cars, homes, etc.).

138 Int J Ment Health Addiction (2011) 9:136–139



References

Blalock, G., Just, D. R., & Simon, D. H. (2004). Hitting the jackpot or hitting the skids: Entertainment,
poverty, and the demand for state lotteries http://aem.cornell.edu/faculty_sites/gb78/wp/lottery.pdf.

Clotfelter, C. T., & Cook, P. J. (1988). Implicit taxation in lottery finance. NBERWorking Paper No. W2246
http://papers.ssrn.com/sol3/papers.cfm?abstract_id=347029.

Clotfelter, C. T., Cook, P. J., Edell, J. A., & Moore, M. (1999). State lotteries at the turn of the century:
Report to the national gambling impact study commission http://govinfo.library.unt.edu/ngisc/reports/
lotfinal.pdf.

Int J Ment Health Addiction (2011) 9:136–139 139

http://govinfo.library.unt.edu/ngisc/reports/lotfinal.pdf
http://govinfo.library.unt.edu/ngisc/reports/lotfinal.pdf

	Lotteries as Disguised, Regressive, and Counterproductive Taxes
	References



<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /None
  /Binding /Left
  /CalGrayProfile (Gray Gamma 2.2)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (ISO Coated v2 300% \050ECI\051)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Error
  /CompatibilityLevel 1.3
  /CompressObjects /Off
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJDFFile false
  /CreateJobTicket false
  /DefaultRenderingIntent /Perceptual
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /sRGB
  /DoThumbnails true
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams true
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments false
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts false
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 150
  /ColorImageMinResolutionPolicy /Warning
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 150
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.40
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 1.30
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 10
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 10
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 150
  /GrayImageMinResolutionPolicy /Warning
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 150
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.40
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 1.30
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 10
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 10
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 600
  /MonoImageMinResolutionPolicy /Warning
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 600
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile (None)
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /Description <<
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e5c4f5e55663e793a3001901a8fc775355b5090ae4ef653d190014ee553ca901a8fc756e072797f5153d15e03300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc87a25e55986f793a3001901a904e96fb5b5090f54ef650b390014ee553ca57287db2969b7db28def4e0a767c5e03300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /DAN <>
    /ESP <>
    /FRA <>
    /ITA <>
    /JPN <>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020d654ba740020d45cc2dc002c0020c804c7900020ba54c77c002c0020c778d130b137c5d00020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken die zijn geoptimaliseerd voor weergave op een beeldscherm, e-mail en internet. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /PTB <>
    /SUO <>
    /SVE <>
    /ENU (Use these settings to create Adobe PDF documents best suited for on-screen display, e-mail, and the Internet.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
    /DEU <FEFF004a006f0062006f007000740069006f006e007300200066006f00720020004100630072006f006200610074002000440069007300740069006c006c0065007200200037000d00500072006f006400750063006500730020005000440046002000660069006c0065007300200077006800690063006800200061007200650020007500730065006400200066006f00720020006f006e006c0069006e0065002e000d0028006300290020003200300031003000200053007000720069006e006700650072002d005600650072006c0061006700200047006d006200480020>
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /ConvertColors /ConvertToRGB
      /DestinationProfileName (sRGB IEC61966-2.1)
      /DestinationProfileSelector /UseName
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure false
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles true
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /NA
      /PreserveEditing false
      /UntaggedCMYKHandling /UseDocumentProfile
      /UntaggedRGBHandling /UseDocumentProfile
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [595.276 841.890]
>> setpagedevice


