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Lottery startups

Historical perspective…

Everyone else…
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$300M+ Multi-state Jackpots Nominal vs Real Values 
(Real values based on Year 2000 $USD)

Nominal Jackpot Value Nominal Cash Value
Real Jackpot value (Year 2000 = $1) Real Cash value (Year 2000 = $1)
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Nominal vs Real US Lottery Industry Sales + Transfer Growth
Real values based on 1996 $USD

US Lottery Sales US Lottery Beneficiary Transfers

Real US Lottery Sales (1996 $USD) Real US Lottery Beneficiary Transfers (1996 $USD)

Nominal sales CAGR: 4.09%
Nominal transfers CAGR: 3.58%
Real sales CAGR: 1.82%
Real transfers CAGR: 1.31%



2% inflation target

Is four percent the new two percent?

4% 
inflation
target?



https://w ww.bloomberg.com/new s/videos/2022-05-04/fed-should-target-stable-3-or-4-inflation-romer-video

http://w ww.econ2.jhu.edu/People/Ball/four%20percent%20inflation%20cbank.pdf

Is four percent the new two percent?

https://www.bloomberg.com/news/videos/2022-05-04/fed-should-target-stable-3-or-4-inflation-romer-video
https://www.bloomberg.com/news/videos/2022-05-04/fed-should-target-stable-3-or-4-inflation-romer-video
http://www.econ2.jhu.edu/People/Ball/four%20percent%20inflation%20cbank.pdf
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Lottery receives:
• $50M of custom-built 

hardware & software
• $10M of annual 

operating expenses
• Total $150M-$200M 

of nominal value
• $0 down payment

Vendor receives:
• 1-5% of gross sales 

revenues
• $200M-$400M in 

total payments over 
10-15 years

Let’s Make A (RFP) Deal

Is this a good deal in 
an inflationary 
environment?
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Mortgage costs as a proxy for cost of capital



Mortgage costs as a proxy for cost of capital



Old, low-inflation RFP

• Single vendor
• Replace all physical assets at the 

same time
• Completely re-write all business 

application software
• Operate from dedicated, on-

premise data centers 
• Finance entire cost over 10+ years
• Pricing determined by crystal ball 

sales forecast and vendors’ access 
to cheap capital 

Let’s Make A (New RFP) Deal?

New, high-inflation RFP?

• Multi-vendor capable
• Phased asset purchases, BYOD, 

more commodity hardware
• Decoupled, cloud / SaaS-based 

business applications
• Operate from scalable, on-demand 

cloud platforms
• Pay-as-you-go
• Pricing based on actual usage, 

ongoing service / subscription 
model



Five lessons for an inflationary world

1. Assume higher inflation is here to stay
2. Shift to an inflationary business mindset
3. Accelerate product innovation to keep pace with inflation
4. Plan for tough choices to maintain appropriate product value
5. Be smarter about structuring contracts and capital expenses



Thank You!


	Slide Number 1
	Historical perspective…
	Slide Number 3
	Slide Number 4
	Slide Number 5
	Slide Number 6
	Slide Number 7
	Slide Number 8
	Slide Number 9
	Is four percent the new two percent?
	Is four percent the new two percent?
	Slide Number 12
	Slide Number 13
	Slide Number 14
	Let’s Make A (RFP) Deal
	Mortgage costs as a proxy for cost of capital
	Mortgage costs as a proxy for cost of capital
	Let’s Make A (New RFP) Deal?
	Five lessons for an inflationary world
	Slide Number 20

