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America’s Pathetic Affair with State Gambling

nless 4 10,8, senator on the Judi-

clary Committee abdicates io

his silliest staff member, next
month's hearings on Harriet Miers won't
feature an inquisition into her tenure as
chairwoman of the Texas Lottery Com-
mission. That’s oo bad. Her story might
not support the precccupations of certain
blogers who insist the lottery episode is
the Ruosetta Stone of all Bush “seandals.™
But it does throw-a useful light on Ameri-
ca's tush to embrace state-sponsored
gambling.

Here's whal really happened. States
fell in love with lotkeries in the 19705 dnd
19805, and now 41 have them, Big money,
paliticians in control, and & fixed number
of custormers up for grabs—the invitation
to sleaze was always going to he high-as
the battle for these contracts played out.
Af the center was Gtech, & Bhode Iskind
company that is the industry’s most suc-
cessul plaver,

Its recent history is nothing to linger
aver an & weak stomach., The pigee de
résisfance; however, was the federal con-
viction in 1%36 of Giech’s national sales
manager, David Smith—the man in
charge of winning state lottery dedls for
the company. He paid large [ees to lnbhy-
isis to win and keep the New Jersey lot-
lery contract, with some of the money
kicked back to him persomally.

Prosecutors did not mince words in
saving: similar activity had gone on in
other states, including Texas, where lo-
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cal luminary Ben Barnes, a [ormer lieu-
tenant governor, had-a comtract that put
severdl miillion dolldrs annually of Texds
lottery proceeds right into his pocket, To
add to her headaches, Ms. Miers soon
found that the lottery’s long-serving di-
recior had been dating a man who had
alse received “consalting” fees from
Gtech (he later went to jail in an unre-
lated fraud case, and she married him).

The Tekas lottery scamdal to this
poinl was an all-Demaeratic affair & re
placement director was hired, Lawrence
Littwin, who ordered a rebidding of
Gtech's  contracl. Giech  sued. Mo
Littwin further stirred up-a hornet’s nest
with a freslance investization of Glech’s
donations to mastly Democratic state leg-
iskators. Even more unforgivably in the
lottery world, he publicized a new man-
date from the Demogratic Legiskature £o
reduce prize payouts fo increase the
state's share of lottery sales. He was
fired after Barely four months.

t's mot tlear-whether Ms. Miers and
her feflow commuissioners under-
slopd the role plaved by Mr Lit-
twin's former employer, Automiated Wi-
gering International. Giech's main cot-
petitor. AW had originally hived private
detectives to develop evidence aboul
Grech skullduggery and deliver it to pros-
eutoes. In any case, nob for nothing was
Mr. Bush Enown for his conciliatory atti-
fude toward the waning but still powerhil
Texus Democrats. Ms. Miers effectively
gueled the mess by giving Grech back its
contract, paving ofl a lawsuit by one
fired Inttery director and taking a back-
seat while Gtech settled andther brought
by Mr. Littwin.
But here's what excites the fever

swamp denizens. Tn his lawsuil, Mr. Lii-
twin had claimed that Gteeh was given
bick the contracl because its lobbyist,
Mr, Barmes, had secretly helped the
young George Bush oet his coveted Na-
tional Guard slot.

This rumor had been all over Texas
politles for years, bul as an explanation
of the state’s lottery flip-flop, it doesn’t
pass the faugh test. Just next door, Ari-
yona had vanked 1ts own lottery from
standal-plagued Glech and given il to
Automated Wager-
ing, Embarrass-
ment promptly en-
sued, including a
software bug that
shut down most of
the lottery termi-
nals: -across  the
state. Giech was re-
instated after just

SEVEN months.
Texas was. in no
turry to repeat this

fiasco. As a For-
hine mapazine in-
vestigation
summed up: “"However questionable its
metheds in landing lottery contracts,
[Gteeh] runs those lotteries with fremen-
dous skill,”

It should he said that Gtech has
cleaned up its act sinee then, I°s now run
by a former Smith Barney gaming ana-
lyst, Bruce Turner, whnom Donald Trump
onee cialled 1 “momon.” A betler recom-
mendation vou'll not (ind.

What really needs investiguting is the
bird-flu-like spread of state-sponsored
sambling. Lottery tekefsiare what econo-
misis call an “inferior good” —demand
ETOWS @5 vou go down the Income scale.
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They are also hiphly taxed: At least 406
oes toothe state, unless you think a lot-
tery Hekel itself is a tax on stupidity, in
which case the tax is 100%.

olteries don’t solve fiseal prob-

lems: The Texas proceeds go into

a “Foundation School Fund,” but
that hasn't stopped lesal and political
wars over education funding from being
the nemesis.of the past threo Texas gover-
novs, Studies inereasingly conclude that
lotteries don't add (o sizte revenues in
the long run- They just shift the burden
of taxation from higher-income house-
holds to lower-income lfoftery players.

The ultimate refinement of this in-
gleht might have heen a 1997 paper by
ecanomist Sam Papenfuss, which showed
4 strong correlition between loftery adop-
tion: and welfare spepding, He conchuded
that lotterias operate as a mechanism by
which' taxpayers -are able. to reclaim
some of the money they're forced to
spend on wellare programs.

Lotteries advanced on the same waye
of woter [frusiration that led various
states in recent decades to adopt bal-
anced budgel amendments, properly tax
caps and requirements for legisiative su-
permajorities to enact tax hikes. Lotter-
e are but a symptom of a erowing stand-
off belween the beneficiaries of federal
transfer programs and the taxpayers
called to support them.

Come to think of it, maybe this is a
subject not for Ms. Miers’s confirmation
hearing but for Ben Bernanke's. If his
tenure lasts as fong as Alan Greenspan's
did, he can expect this entiffement war to
turn white hot on his watch as the Baby
Boont demands its promised Social Secu-
rity and Medicare henefits.




