An Experiment in Civic Engagement. The Free Sate Project
Joseph Spear

The Free State Project (FSP), a not-for-profit group, is
organizing 20,000 activists in the Libertarian Party to relocate
their families and livelihoods to New Hampshire in an effort to
rekindle the spirit of “liberty.” One of FSP's primary goalsis
building a local culture of community and civic engagement.
Using the concepts of the Canadian political party Parti
Quebecoais, FSP hopesto move athird-party campaign into higher
gear.

FSP has partnered with the Libertarian Party in order to
establish a strong presence in one single U.S. state and gain
influence over that state’s electoral and political processes. The
group hasyet to clearly defineitsexact political vehicle, butitis
expected to be a combination of libertarians, classic liberals,
constitutionalistsand others supportive of the organization’sbasic
goals. Currently, the Libertarian Party has 40,000 paid
membershipsinthe U.S. and has determined that at |east another
20,000 activists can berecruited to sway public policy and voting
behavior.

Founded in 2001, the FSP remains in its infancy but has
promisedtofold if it doesnot recruit 20,000 participants by 2006.
If the goal ismet and the project proceeds as planned, participants
will havefiveyearsto relocateto acity or county of their choice
in New Hampshire. Each of the 20,000 participants will be
encouraged to play arole in the upcoming elections.

FSP members are expected to assist with at |east three of the
following: financially support pro-freedom think tanks,
financially support pro-freedom candidates, write letters to
appropriate newsletters and legislators, participate in
demonstrations, and volunteer their time and efforts to political
or ideological agendas. Organizers also anticipate that about
25% of the participants will servein local governments across
the state. In addition, they estimate that each participant will
influence three additional people to support the FSP political
agenda.

Some of the political goals FSP hopesto accomplishinclude:

* repealing state income taxes,

e curtailing “wasteful” state government programs,

» ending state and federal collaborationin
enforcement of unconstitutional laws,

« repealing legislation for gun control and illegal
drugs,

 limiting the practices of asset forfeiture and eminent
domain, privatizing public utilities, and

« diminishing the impact of inefficient government
regul ations and monopolistic powers.

The selection of New Hampshire, as well as the overall
strategy for the U.S. project, isderived from the Parti Quebecois's
success in winning the majority of seats in the Canadian
Parliament in 1973. The Parti wasacollection of dissidentsfrom
the Liberal Party of Quebec and smaller pro-independence
groups, with approximately 100,000 members in 1973 —
representing 1 in 62 residents in Quebec. Based on those

results,the FSP determined that it would need acomparableratio
in aU.S. state to make a significant impact, and so selected a
state with less than a popul ation of 1.5 million.

Organizers also note that they should be able to outspend
both the Republican and Democratic parties in a smaller state,
whichincreasestheir potential of victory. In 2000, theLibertarian
Party spent $5.2 million on campaigns, and FSP leaders
determined they could raise an equivalent amount in every two
year election cycle. Using that amount asan indicator, they found
that Republican and Democratic Parties combined spent lessthan
$5.2 million in only four states.

A total of 12 U.S. states met those two criteria. Hawaii and
Rhode Island, however, were eliminated because of their
propensity for centralized government. Ten states remained:
Wyoming, Alaska, North Dakota, South Dakota, Vermont,
Delaware, Montana, |daho, Maine and New Hampshire.

Once organizers gained support from 5,000 dedicated
activists, they asked themto vote on one of theten statesin regards
to a wide variety of topics ranging from quality of life to the
potential civic impact. New Hampshire, with its “Live Free or
Die’ motto, wasthe state of choice. The anticipated migration of
20,000 participantsinto the popul ation of 1,250,000 will provide
the FSP with the needed 1 in 62 activist to current resident ratio.

According to the FSP website, New Hampshire--named the
“most livable state” in 2004 by M organ Quitno Press--was chosen
“because it has the lowest state and local tax burden in the
continental U.S., the second-lowest level of dependence on
federal spending in the U.S., a citizen legislature where state
house representatives have not raised their $100 per year salary
since 1889, the lowest crime levels in the U.S., a dynamic
economy with plenty of jobs and investment, and a culture of
individual responsibility indicated by, for example, a lack of
seatbelt and helmet requirements for adults”.

Oklahoma would have required considerably more
participantsto meet the prerequisite criteria. Having apopulation
of approximately 3.4 million, FSP would have needed to recruit
55,000 participants. In addition, FSP organizers would need to
raise $16.2 million in any given election cycle to outspend the
combined Republican and Democratic expenditures.

While FSPisnot apolitical party per se, it isamovement designed
toinfluence political outcomesby instilling their views of liberty
inthevoting publicin New Hampshire. FSP has set the standards
and strategies to follow. Once the 20,000 participants are
recruited, it will betheir roletoimplement the plan. If successful,
it will send amessageto the U.S. and other democratic societies
about the power of Libertarian philosophy and the power of
grassroots campaigns.

The Free State Project website can be found at
www.freestateproject.org. Joseph Spear is an MBA student at
the University of Central Oklahoma and Research Assistant at
the Oklahoma Policy Research Center.
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The Myths and Realities of Welfare and Welfare Reform in
Oklahoma

Matthew Nowlin

Welfareisamisunderstood and commonly maligned aspect
of American life. Thispaper first outlinesthetrajectory of welfare
reformin the United States, up to the creation of Temporary Aid
to Needy Families (TANF) in 1996. Then, it examines the four
purposes of TANF in light of welfare reform’s experience in
Oklahoma. It concludes that, in light of those purposes, reform
has not been a success in the Sooner State.

Welfare: A Brief History

What is commonly understood as welfare is a rather large
patchwork of federal and state grants, programs, and tax credits.
Among theseare TANF (Temporary Aid to Needy Families), food
stamps, child care, Medicaid (health insurance for the poor,
elderly, and disabled), and the EITC (Earned Income Tax Credit).
Welfare began in the states as mothers’ pensions. These allowed
mothers, usually widows, some economic security while they
raised their children. The idea of mothers' pensions became
federalized as part of Roosevelt’'sNew Deal legislation. TheAid
to Dependent Children (ADC) was passed as part of the Social
Security Act of 1935. ADC later became known asAidto Families
with Dependent Children (AFDC). ADC and later AFDC
provided federal and state funded assistance as long as states
followed certain federal guidelines. These guidelines stated that
need was the only criterion for eligibility. The majority of those
receiving assistance were widows. In 1939, 61% of ADC
recipients were widows but by 1961 that number shrank to only
7.7%. As aresult, welfare use became more stigmatized, and
thosethat received it were seen asless“deserving” (Mink 1998).

These shifting attitudes culminated in the Personal Respon-
sibility and Work Opportunity Reconciliation Act of 1996. This
act, signed by President Bill Clinton who had campaigned in
1992 to “end welfareasweknow it,” replaced AFDC with TANF.
TANF differed from AFDC in several major ways. First, it rede-
fined welfare as temporary assistance, rather than as a perma-
nent entitlement. Second, it imposed time limits and work re-
guirements on its reci pients, to a maximum of five years. In ad-
dition to these changes from AFDC, TANF also targeted four
major purposes. 1) to provide assistance to needy families so
that children may be cared for in their own homes or inthe homes
of relatives; 2) to end the dependence of needy parents on gov-
ernment benefits by promoting job preparation, work, and mar-
riage; 3) to prevent and reduce the incidence of out-of-wedlock
pregnancies and establish annual numerical goalsfor preventing
and reducing the incidence of these pregnancies; and 4) to en-
courage the formation and maintenance of two-parent families
(Oklahoma Senate 2002).

The reforms of 1996 remain in effect today essentially un-
changed. The Bush administration has proposed raising the cur-
rent work requirement for TANF recipients from
30 hours to 40 hours and allocating $300 million to encourage

marriage (Ehrenreich, 2002). Welfare reform has come up for
reauthorization and has passed the House of Representatives
but at this point has failed to pass the Senate.

Welfare and Welfare Reform in Oklahoma

In Oklahoma, the percent of those below the poverty level
was 14.7 for adults in 2000 and grew dlightly to 15 percent in
2002 (Census Bureau, American Community Survey Profile &
2000 Census). For childrenin Oklahomathe percent was 19.7 in
2000 and 21.1 in 2002 (Census). Those most likely to live in
poverty are single women and their children. In 2002, 34% of
families headed by femalesin Oklahomalived below the poverty
level (Census, ACSP). The 2000 Census reported that the
percentage of children in families headed by females that live
below the poverty level was 39.8 for children under eighteen
and 54 for children under fiveyearsold. The poverty threshold
in 2003 for a single adult and two children is $15,260 (U.S.
Department of Health and Human Services).

In Oklahoma the majority of the welfare programs are
administered by the Department of Human Services within the
Family Support Division. Medicaid is administered by the
Oklahoma Health Care Authority. Services administered by the
Family Support Divisioninclude; TANF, Aid to theAged, Blind,
and Disabled, Food Stamps, and Payment for Child Care. It is
interesting to note that in 1995 Oklahoma passed itsown welfare
reform, the Oklahoma Welfare Reform Act (HB 1673), that
anticipated, in many ways, the eventual federal reform. Another
major reform was to provide federal fundsin the form of block
grants. To receive these federal funds states must reach a certain
“maintenance of effort” (M OE) amount. In Oklahomathe amount
the state must expend is$61.8 million to qualify for federal funds
that total $148 million (Oklahoma Senate 2002, 131).

Under federal law, Oklahoma sets eligibility criteria for
TANF. An eligible person must meet the following standards:

1) have at least one dependent child living at home with
them;

2) own a car worth less than $5,000;

3) have less than $1,000 in other assests available;

4) cooperate with child support enforcement efforts to
establish the paternity of offspring and increase paren-
tal support; and

5) be willing to comply with all the work requirements
mandated by state and federal law.

In addition, Oklahomasetsthelevel of benefitsa TANF fam-
ily may receive. The average TANF family in Oklahoma con-
sistsof apoor single mother and two children. In 2002, the maxi-
mum monthly benefit for a family of three in Oklahoma was
$292.00, which is equal to 25% of the federal poverty level.
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M easuring the Success of Welfare Reform in Oklahoma

Welfare reform has largely been seen as a success because
of thelarge declinein casel oads. The number of TANF casel oads
in Oklahomafell by over half between 1996 and 2002.

Oklahoma Families Receiving TANF

FY
1996 (1997 |1998 |1999 | 2000 |2001 |2002
40,169 | 32,751 | 25456 (20,075 (15063 |[14,051 |[14,648

Source: Oklahoma Senate Overview of Sate Issues, 2002

It isinteresting to note, however, that casel oads had begun
tofall even before 1996. The number of AFDC casesin Oklahoma
reached a peak in 1993 of 47,712 and by 1996 had already
decreased 12% to 40,169 (Oklahoma L egislature). It seems that
the " success’ of welfare reform had moreto do with the positive
economic factors of the nineties. Douglas J. Besharov (2002)
suggests that the economy accounted for as much as 35 to 45
percent of the decline of caseloads. In addition, the number of
familieson TANF hasincreased since the recent recession. When
the recession began in March 2001 the number of TANF casesin
Oklahomawas 13,919 but by October 2003 that number increased
by almost 1,000 to 14,887. The lifetime limit for families on
TANF becomes problematic when seen how closely correlated
casel oads are to the behavior of the economy.

Haswelfarereform in Oklahomacontributed to the four goals
of providing children better care, ending welfare dependency,
reducing out-of-wedlock pregnancies, and otherwise encourag-
ing two-parent households? Asfor thefirst goal, the number of
Oklahoma children living in foster care has nearly tripled from
1991 to 2002. As Mink (2002, 105) notes, “TANF mothers who
lose their benefits, like employed single mothers whose wages
are too low to cover housing, food, or medical costs, may sur-
render their childrento foster care.” Moreover, in Oklahomathe
number of foster care homes has not kept pace with theincreased
demand, leaving more children to spend moretimein temporary
or other group arrangements. One conseguence of the increase
in foster care has been rising numbers of child abuse investiga-
tions and of confirmed cases of abuse. About one third of inves-
tigations result in confirmed cases and the number of confirmed
cases of child abuse has increased by 96% since FY 91. The
number of confirmed cases of abuse “ has been directly linked to
theincrease of childreninfoster care” (Oklahoma Senate 2002).

The second major goal of TANF wasto break the syndrome
of welfare dependency and shift recipients into the workforce.
At first glance, declinesin the welfare roles do suggest that this
policy has increased employment. Yet, in 2000 only 20.8% of
TANF caseswere closed for that reason. The highest percentage
of TANF closings (32.8) was due to reasons listed as “ other.”

The second highest percentage (30.9) was due to sanctions for
non-compliance with state policy.

Percent Reason for TANF Case Closing
Employment 20.8
Marriage 0.3
Sanction 30.9
Tribal Program 6.8
State Policy 8.4
Other 32.8
Source: The Administration for Children and Families

In 2001 the percentage of cases closed due to non-compli-
ance jumped to 40.4 (Kids Count, 2002). Reasons for non-com-
pliance included: TANF was no longer wanted or needed, not
understanding or taking seriously the requirements, poor physi-
cal or mental health made work difficult, and a child with asub-
stantial disability requiring special child care needs (Kids Count,
2002). Moreover, even when employment is obtained it is not
clear that the situation of poor familiesisimproved. Kickham et
al. (2000, 38-39) found that “total household income is lower
for leavers than for stayers.” In addition, 40.8% of those fami-
lies that left welfare had no health insurance. Almost half of
leavers (47.8%) were not ableto pay rent. Over 25% of families
spent some time in a homeless shelter, while nearly 70% were
behind on utility bills and 48% went without a phone.

Thirdly, TANF aimsto reduce out-of -wedl ock pregnancies.
Yet, in Oklahoma, both the number of and the rate at which
married couples raised children decreased over the past decade.
Indeed, the percentage of births to unmarried mothers increased
dightly from 31%in 1993 to 33.1% in 2000. Once again it seems
clear that thisgoal of TANF is not being met.

Finally, TANF seeks to encourage two-parent families.
Oklahoma was the first state to use federal funds to promote
marriage. These funds, about $10 million, were used to establish
the OklahomaMarriage I nitiative. The goals of theinitiative are
to reducethe divorcerate, since Oklahomahasthe second highest
divorcerate in the nation. Both the number of marriage licenses
issued and the number of divorce petitions granted have remained
relatively constant between 1997 and 2000 (Kids Count 2002).

The general understanding wasthat welfare alonewas going
to be enough to end poverty. Since the late 1960's however,
prevailing wisdom becamethat it was the responsibility of those
in poverty to become self-sufficient. Thereigning view isthat it
is not the responsibility of the government to provide these
individuals with “handouts.” If any help isto be offered at all it
must bein the form of incentivesto work. Thisthinking formed
thefoundation of welfarereform. The welfare reformsthat were
enacted in 1996 have only made the situation more difficult for
thosein poverty in Oklahoma. Some of the more severe problems
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of welfare reform may have not surfaced yet. These problems
have been masked by strong economic growth, the record low
unemployment of the late 1990’s, and the fact that the five year
time limits have not yet been reached by all the families served
by TANF. It may be true that welfare needed reform; it is aso
true that the reforms enacted in 1996 have been a step in the
wrong direction for Oklahoma families struggling with poverty.

Matthew Nowlin isa graduate student in Political Science at the
University of Central Oklahoma.
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L otteries and Public Policy

Robert Booth

A lottery is a salutary instrument and a tax...laid on the willing only, that is to say, on those who can risk the price of a ticket

without sensible injury, for the possibility of a higher prize.

— Thomas Jefferson

States often seek new revenue sources in order to fund the
programsincreasingly expected by their citizens. The problems
that many elected officials and policymakers face are the
somewhat irrational expectations of their constituents. Though
U.S. citizens have been demanding more and more in the way of
servicesfrom their government, the amount that they are willing
to pay for the new level of services does not keep pace, or even
declines.

Oneway in which legislators in the past were able to fairly
easily increase revenue was through what are commonly called
“sintaxes.” Thesetaxeswere usually popular with voters because
anyone who objected to the taxes could be framed as one that
condoned “sinful behavior,” thereby minimizing the opposition.

History

In the 1970s, some states began a new revenue-generating
program, one that many objectors consider a new kind of “sin
tax” or even a “stupid tax.” This“new” revenue stream is state
lotteries, which have proven to be highly profitable in most
instanceswith an average return of 43% to the state coffers (Evans
and Zhang 2002).

L otteries have along history in the U.S. that even predates
the1970s. Thefirst washeldin New York City in 1746 to finance
thefortification of the city. In early American history, lotteries
were used for everything from funding firearms for those that
could not afford to purchase them to the financing of Harvard,
Princeton and Yale.

Objections

Theresurgence in lotteries has occurred for much the same
reason that earlier “sintaxes’ were so easily implemented: they
are presented to voters as avoluntary tax. If you don't like the
“tax,” then you are under no obligation to participate. Currently,
31 of 38stateswith alottery have earmarked those proceedsfor
education (Novorro 2002). Coupling that incentive with the
voluntary nature of the lottery has been sufficient to overcome
voter objections and ensure the proliferation of state lotteries.
Some still oppose lotteries for several reasons. They reject the
comparison of state lotteries to older “sin taxes” whose
consumption did have an associated social cost. Because some
individualswould always consumetheseitems, it wasreasonable
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for the state to profit from their use especialy if it reduced
consumption or if the tax revenue would be used to cover their
social costs. However, inthe case of lotteries, not only doesthe
state profit when citizens engage in the behavior, it also spends
huge sums of money in marketing to lure individuals into
participating. One economist writes:

States are led into misleading advertising in order to

bolster their revenues and pander to the unrealistic

expectations of winning of those who buy lottery
tickets... the state actively encourages individuals to
participate with advertising that often is misleading at

best and false at worst. Of course, misleading or false

statements from governments and politicians are not

exactly new. (Hibdon 2003)

Likeanything else, there arewinners and losers. According
to Timothy Terrell (2003), “one possible winner isthe advertising
industry. Advertising for the lottery would be a substantial
amount into the tens of millions of dollars.” Not only do lottery
opponents object to states’ promotion of gambling to their
citizens, they also object to it being aregressiveform of taxation.
According to a study at TexasA&M, the lowest income group
of Texans earns only 2% of the state’s income but contributes
10% of the state's lottery revenue (Humphress 1994). Table 1
showssimilar relationships between income and | ottery spending
based on studies donein Virginia.

Regressivity of Sate Lotteries: Lottery Plays, by
Income Level, Virginia 1997

Income Levels $15t0 $25to
(1,000's) S5 s o | %0
Average Income
(1,000S) (a) $7 $19 $36 $104
% all Adults (b) 15 16 40 30
% all scratch
expenditures o) | ° | 18 ® 19
% all Pick 3,4
expenditures (b) 23 2l 3 20
% all Lotto Cash
expenditures (b) 16 o * 30
Source:
http:/Avww. pubpol.duck.edu/peoplef/facuity/clofelter/lottsum.pdf

Another objection of lottery opponentsisthat itisa* stupid
tax” because if citizens truly knew and understood the odds,
they would probably not play. One famous phrase that has been
used wasthat the odds of winning thelottery are smaller than the
odds of being struck by lightening. This particular statement is
actually incorrect, according to the Public Gaming Research
Ingtitute (Burke 1999). The problem isthat it assumesindividuals

receive no enjoyment from the act of playing even when they

do not win. “Most people who play lottery games do not win,
but that does not makethe activity of playing any more ‘ wasteful’
or irrational than, say, playing video games, eating candy bars
or attending a hockey game” (Clotfelter 2000).

Purely religious and moral grounds are also a source of
oppositionto lotteries. This perspectiveisbest summarized by
Oklahoma Rep. Forrest Claunch who said, “for many, myself
included, thereis a clear moral issue; we cannot serve good or
honor God by desiring that people lose money, trust in luck and
become entrapped by addictive behavior” (Claunch 2002).

Evaluation

Despite the objections, the number of stateswith lotteries
continues to climb. The primary reason is that the potential
negatives are deemed acceptablein order to achieve aboost in
spending on education. Yet, recently, some have questioned
whether there would truly be a net benefit for education. That
is, would any increased revenues from alottery eventually be
offset by adeclinein state and local appropriations?

Two recent studies examined thisissue (Evansand Zhang
2002; Novorro 2002). While they differ in the methodologies
used, the two papers reach similar conclusions. According to
Evansand Zhang, with every dollar of lottery revenue deposited
into a state’s general fund, spending on education increased
between 30-50 cents. Novorro calculated the amount of the
increase to be 43 cents. So even when lottery revenue is co-
mingled with general funds, there is a boost in the overall
education spending levels. Thenet increase may fall anywhere
from 50-70% short of what was envisioned when the lottery
was created, but it does not sink to a complete offset.

When lottery profits are earmarked for education, Evans
and Zhang found that for each dollar in | ottery revenue generated,
there was an increase in spending on education of between 60-
80 cents; Novorro arrived at the figure of 79 cents. Again the
desired dollar-for-dollar increase did not occur, but there was
still anet benefit for education.

These empirical results still do not satisfy all parties
involved in the debate over instituting alottery. Some point to
the results as proof that alottery isthe wrong course of action
to take, because there is no way in which it can deliver on its
funding promises. Thosein favor of statelotterieswill concede
the outflow of funds, but point to the fact that overall the
educational spending levelsdo in fact increase somewhat after
alottery isimplemented in astate. Both of the studieswould be
worth repeating to see how education funding has fared over
the past few years during the economic downturns that states
have faced. It would be interesting to see if spending on
education fell asquickly in stateswith lotteriesasit did in states
that do not have lotteries.

Thedatafrom both studiesindicate that of thetwo systems
currently employed by the states which currently have lotteries
for education, the earmarking model providesthelargest increase
in revenue for education. The most successful method of
implementing a state | ottery would then be one which earmarks
the profitsfor education, while also requiring the legislature to
continueto fund education out of the general fund. Therequired
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funding level should betied in some way to per pupil spending
adjusted for inflation. Thisissimilar to Governor Brad Henry’s
plan which would “require the legislature to fund existing
education obligations at the same percentage of the general fund
budget” (Henry 2002). Whilethisoption might ensurethat there
istruly an overall increasein revenuesfor education, stateswould
probably need to amend their constitution, or at least tiethe hands
of legislatorsin some other way. Ultimately, the earmarking of
lottery revenuesisamatter of political will (Garret and Lawson
1998). Without taking such a measure, the same debacle that
occurred on thefederal level with the Graham-Rudman-Hollings
act would be repeated on the local level. Essentialy legislators
would pledge to do onething but then lack thefortitudeto follow
through.

Another major concern that statesmay face over timeisthe
potential failure of |otteriesto be astable, reliable growing source
of revenue. The growth of lottery revenueisusually flatter than
that of salesand incometaxesand may even decrease (Borkowski
2001). There could be at least two explanations for this drop:
first, the novelty of alottery may wear off; and second, as more
states adopt | otteries, there are fewer purchases made by residents
of neighboring states.

Robert Booth isan Economicsmajor at the University of Central
Oklahoma.
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An Oklahoma Sate Lottery: Consumer Value or Inefficient Tax?

Joshua Hollman

Education is no longer an issue just for teachers, parents
and their children. Average citizens, businesses, and municipal
plannersincreasingly recognize the contribution education makes
to the quality of life and economic development in this state.
However, this desire for investment in education collides with
the fiscal realities of slower economic growth coupled with the
fiscal limitationsof SQ 640. To meet thischallenge, our legidators
have proposed to raise revenues through a state-run “education
lottery.”

Despite Oklahoma'shistorical aversionto gaming, thelottery
has gained surprising support. Traditional qualms seem to be
overcome when lottery revenues are earmarked for popular
programssuch aseducation. That said, astatelottery still remains
a hotly contested issue. Currently, 38 states have some form of
lottery (NASPL 2003); their experiences may foretell what an
Oklahomalottery might face. This paper attemptsto estimate an

Oklahomalottery’s potential sales, operational costs, and actual
net profits, aswell as consider potential downsidesto thelottery.
Finally, it considersthe significance of thelottery for Oklahoma
education from alarger cost/benefit perspective.

Potential Revenue

States’ experiences show that lotteries success depends on
population size and density, as well as the rural-urban mix.
According to Lottery World data, seven of the ten stateswith the
highest marginal profitsin 1998 had populations larger than six
million, while only one of the ten states with the lowest profits
had over six million residents. The less urban states do make
money, but alot lessand alot less efficiently. Most of the north-
eastern states make from $250-$800 in sales per capita while
most southern and western states make $50-$150 (NASPL 2003).

Other variablesthat could affect lottery revenuesinclude:
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religious/cultural differences, average per capita incomes, and
lottery structure—whether authorizing legislation allows
advertising, varioustypes of games, etc. Georgia slottery (among
others) has been cited as the model for Oklahoma's proposed
education lottery. Still, as it has double the population of
Oklahoma and an unusually high revenue seen nowhere outside
of urban New England and South Dakota (which uses addictive
video lottery), itsrelevancefor comparison isquestionable. Using
Oregon asamodel, Gary Richardson estimatesthat an Oklahoma
lottery would make over $350 million yearly (Richardson, 2001).
Yet while Oregon hasasimilar population size, it otherwise differs
from Oklahomain terms of its urban/rural split, its more liberal
political environment, and location outside the “Bible Belt.”
Governor Brad Henry uses Kentucky as an example for
Oklahoma’s lottery potential because of population similarities
and its similarity to the Georgia model (2002).

Comparing Oklahoma to its neighboring states may make
sense since some of their income is coming from Oklahoma
citizens crossing state lines to play their lotteries. Colorado and
Kansas use their lottery funds for economic development. New
Mexico has an education lottery. Missouri uses athird of lottery
revenues for general funds and two-thirds for education.
Nebraska’'s lottery is earmarked for education and the
environment while lowausesitsfundsfor economic devel opment.

Some indicators suggest that Oklahoma will be a below
average revenue producer. Reasons for this include population
density, rural/urban ratio, traditional moral dislike for gambling
(“Bible Belt”), the self-reliant nature of the agricultural
community, and below-average incomes in the state. Although
our state’s numbers definitely do not ook promising for having
an above-average lottery revenue, Oklahoma clearly stands to
make some money and probably will not be extremely low. The
lottery certainly should outdo Nebraska's modest revenues. The
guestions arethen: How sustainable are the revenues? What are
the operating costs? What are the less tangible costs? What is
the cost-benefit bottom line?

Lloyd Cohen (2002) has found that the big prizes are the
number one reason people play the lottery, despite it having the
worst odds of any gambling game. Indeed, the very lack of win-
nersand the publicity over increasing jackpots stimul ate partici-
pation (NGISC, 1999, 2-3). Thus, it is no wonder that states are
now joining the“Powerball” (the nation’slargest multi-state lot-
tery). According to Terri LaFleur, co-editor of LaFleur’sLottery
World magazine, “if online sales minus Powerball are analyzed
for calendar 1998, only one-fourth of all U.S. lotteries [would]
show any increase. Powerball’s success must continue with the
run up of $300 millionjackpotsor thelotteries could show marked
declines’ (1999). By implication, Oklahoma must create large
jackpotsonitsown or in conjunction with other statesin order to
meet revenue predictions.

State lotteries include many other games that qualify more
as gambling, making comparisons difficult. Video lottery termi-
nalsand especially video poker seem to steadily follow lotteries.
Thisiswherethe second most growth inincomefor lotteries has
come. Initsbest year, 1996, video lottery revenue grew 41.8%.
The next year, while video lottery was only in 5 and keno in 12
of 38 states, they brought in 6% and 5% of “lottery” revenues

(NGISC, 1999). “Eventualy, you reach a point where you di-
versify asmuch asyou can and you have to seek alternatives. Or
you can stay put and lose sales and profits,” said David Gale,
executive director of the National Association of State and Pro-
vincial Lotteries (Hill and Palmer, 2000). Thisgrowing variety
of games makes it difficult to discern what a traditional Okla-
homa lottery would look like or what kind of revenuesit would
produce. Clearly, what is accepted in one state spreadstoitsneigh-
bors. Thus, we can expect the lottery to evolve in order to sus-
tain steady revenues over time.

Lottery proponents dispute the charge that |ottery income
goes down over time. At first look, the numbers seem to be on
their side. The numbersdo not reflect, however, what states have
done to keep the income levels up. Oregon’s lottery revenues
dropped in the early 1990s until it started “video poker.” Inthe
next fiveyears salesmorethan tripled. Today, video lottery pro-
duces nearly four times the proceeds of all other games com-
bined (Richardson 2001). Nevertheless, someclaim that includ-
ing video poker ina*“lottery” really isadisingenuous approach—
that it really belongs to the more addictive Class 3 category of
gaming. Since the predicted success of an Oklahoma lottery is
largely being based on acomparison to Oregon, these areimpor-
tant facts to remember.

Texas srevenues have al so been growing. However, the | at-
est survey from that state reveal sthat while players’ annual spend-
ing on the lottery went up 25% over two years, the percentage of
the population participating in the lottery fell by 9%. This sug-
gests that aggressive promotion targeting people inclined to
gamble compensatesfor lagging interest over time (Texas, 2001).
When ticket sales dropped by 17% from 1997-1998, Executive
Director Linda Cloud noted that the state stood to lose more than
$5 billionin salesif the prize pay-outswere not increased. The
state also responded by introducing new games and prizes such
as pickup trucks (Hill and Palmer, 2000).

Currently, Oklahomais surrounded by states with lotteries.
A plausible claim is that an Oklahoma lottery would prevent
betting dollarsfrom leaving the state. However, wereally do not
know how much money Oklahomaislosing to neighboring states.

Potential Costs

H.B. 1278 authorizes the lottery corporation it createsto go
into debt specifically to cover initial start-up costs, as well as
into general debt at other times. The general debt, however, can
only be entered into with approval by the attorney general and
the state treasurer. Interestingly, despite the fact that Oklahoma
citizenswould technically be the owners of the corporation, the
people of the state cannot be held liablefor that debt. No general
fund appropriations can be used to repay a lottery corporation
debt. Additionally, thelottery issupposed to be* self-sustaining
and self-funded” and “moniesin the General Revenue Fund shall
not be used in operating the lottery” (HB1278 33-B). While, the
legislation authorizes an initial start-up appropriation from the
General Revenue Fund to be repaid in the form of a“loan,” it
only hasto be paid back fromapossible”excess’ inthe*“Lottery
for Education Revolving Fund” within the first twelve months.
Furthermore, during the first two years of operation the lottery
is authorized to use 5% of the earmarked profits to
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cover start-up costs.

Thus, while legislative wording gives the appearance that
start-up costswill be negligiblefor the state, there areloopholes.
The costswill likely comein the form of aforgiven initial loan
from the General Revenue Fund and in lost revenuesfrom lottery
fundsto be set aside for education. While most states brag about
their lottery revenues, no identifiable stateinitial start-up costs
are openly available for comparison. Nevertheless, these are
one-time expenses not unlike infrastructure investments. Start-
up costs therefore have little to do with a cost/benefit analysis
of an Oklahomalottery outside of concerns whether H.B. 1278
isthe right piece of authorizing legislation.

Most statelottery legislation mandates specific percentages
of salesfor administration, advertising, prizes, and profits. H.B
1278 is no exception. Thus, we should be able to reasonably
figure the costs of operation based on our revenue estimates.
Most states earmark around half, or alittleless, of grosssalesto
bereturned to the public as prizesand at least athird of proceeds
for profits to be given to the state. Some states earmark
administrative costs such as advertising and some earmark funds
for compulsive gambling treatment programs. The retailers
typically get 5-8% of gross salesaswell as special commissions
for high sales. Some states even give retailers 1% of the prize
winning tickets purchased at their location (NASPL 2003). H.B.
1278 states that:

All lottery proceeds shall be the property of the

corporation. Fromitslottery proceeds, the corporation

shall pay the operating expenses of the corporation.

Asnearly aspractical, at least forty-five percent (45%)

of the amount of money from the actual sale of lottery

ticketsor shares shall be made available as prize money.

...as nearly as practical, for each fiscal year, net

proceeds [for the education fund] shall equal at least

thirty-five percent (35%)....the corporation shall
providefor compensation tolottery retailersintheform

of commissions in an amount of not less than five

percent (5%) of gross sales and may provide for other

formsof compensation for servicesrendered inthe sale

or cashing of lottery ticketsor shares. (HB 1278 14-A,

C).

Readjusting the estimate for 35% profitsfrom the average
$321 million in gross sales in comparable states, Oklahoma
education would stand to profit $112 million. Were Oklahoma
to perform like Nebraska, profitswould be around $37 million.
Meanwhile, we could expect to see about $144 million dollars
in prizes given out every year. Basic retail sales compensation
of 5% not counting commissions would amount to a minimum
of $16 million. Figuring advertising at the conservative amount
of 1% would come to $3 million. Remaining administrative costs
would amount to 14% or $45 million. Ideally, personnel, capital,
marketing, and other business costswould not eat up the entirety
of this $45 million and be usable for education profits.
Unfortunately, what is made “available” will tend to be used—
whether it is needed or not. Therein lies the danger of
“earmarking” government revenues (NASPL, 2003).

Advertising can boost revenues and is an important aspect

of any well administered lottery. However, its overuse may be
counter-productive or even detrimental to quality of life and
businessesinthisstate. A further concernisthat, since advertising
increases revenues, the lottery corporation has an incentive to
spend all excess administrative funds on advertising rather than
transferring them to the Lottery for Education Revolving Fund.
Thus, the National Gambling Impact Study Commission
specifically recommended the creation of a private oversight
board to ensure balance in a state’s lottery marketing (NGISC,
1999, 3-20). H.B. 1278 does provide for a “Lottery Retailer’'s
Advisory Board.” Unfortunately, this board potentially appears
to be biased by conflicting interests (HB 1278, 7). While the
NASPL claims that states spend less than 2% of their lottery
sales income on advertising compared to 3-12% by many
businesses (NASPL), it remainsthe casethat lottery states spend
more on encouraging citizens to play the lottery than for any
other single state message—often more than all other state
messages combined (NGISC, 1999, 4-1; Willimon, 1990).

Other Concerns

The lottery cannot be discussed without mentioning the
myriad concerns of citizens about possible negative political,
social, and economic externalities. Most studies estimate that
only about 1% of gamblers become “pathological,” with 2-3%
classified as “problem gamblers.” Meanwhile, estimated costs
to the state for apathol ogical gambler range from $6,000-11,000
and, for a problem gambler, from about $3,000-5,000 (NGISC,
1999; Hill and Palmer, 2000).

If gambling addiction and crime can be linked to lotteries,
concerns over impact on families and businesses are clearly not
unfounded. The costs to families can extend beyond economics
and are immeasurable. Due to this fear alone we can see why
many would give up on the idea of a lottery entirely without
needing empirical evidence of inefficiencies. Also, both
businesses and the state economy as awhole could suffer dueto
lost productivity, absenteeism, debt, bankruptcy, and theft.

Some are concerned that | otteries have anegative impact on
the poor, minorities, and under-educated. The evidence is
contradictory and inconclusive. When viewed as atax, alottery
would still come out somewhat regressive—if only because we
all know that goods purchased take a larger share of a poorer
person’sincome. When viewed as aconsumer good, concernsin
this areawould more realistically be a matter of morality rather
than equity. An argument can be made for the lottery as a
consumer good which providesintangibles such as entertainment
and hope. But, the moral argument again arises with claims that
a lottery takes advantage of the poor and uneducated who are
more predisposed to desire a ‘false hope,” enjoy ‘inferior’
entertainment, and to see their money as‘ going to agood cause’
without weighing the efficiency of the lottery.

There may be some foundation for believing that lotteries
have an effect on disposableincome. In asurvey of 1,200 stores
in the California Grocer’s Association, two-thirds reported an
average decline of food sales by 7% after the implementation of
a California Lottery (Los Angeles Times, 1986). At least one
business in California and one in Louisiana got out of selling
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lottery tickets after they saw adirect correlation between drops
in sales and increasesin lottery ticket sales, which give alower
profit margin (Hill and Palmer, 2000).

Targeting lottery revenues to support education creates
significant political impact. A poll in Georgiashowed that support
dropped by over 30% if proceeds were not tied to education
(McCrary & Pavlak, 2002, 9). Interestingly, Georgia, while
gaining the highest percent of their state budget from a lottery
and being an “example” for other states, has had some slightly
disturbing numbers. From 1990 to 1996 Georgia’s high school
graduation rates fell from 58% to 64% (Hill and Palmer, 2000).
College students in Georgia are reported to be taking longer to
graduate dueto perverseincentives. Those on HOPE Scholarships
are limited to 127 credit hours and must maintain a B average.
Asaresult, they aretaking low courseloads and dropping agreat
deal of courses mid-semester to maintain grades (Salzer, 2001).

Another question about using education funding as
justification for a lottery involves its real impact on a state’'s
education spending. Miller and Pierce (1997) of the Center of
Academic Innovation at Saint Mary’s College have statistically
shown that states that approve a lottery for education typically
increase fundsfor acouple of years, but subsequently suffer a50
percent cut from their pre-lottery rate-of-growth in school
funding. Thus, despite Oklahoma's stated intention to not redirect
education fundsto the general budget, the lottery may in reality
serveto reduce both public and political support for future school
funding increases.

Conclusion

Some seelotteriesasan inferior consumer good, othersview
them as simply a voluntary tax. Lotteries probably are neither
the social tragedy nor the economic boon dramatized by political
rhetoric. Inthe end, thelottery seemsto behave as both atax and
a consumer good (or a heavily taxed and government
monopolized consumer good). As such, lotteries may well have
more social and economic impact than werealize. Inlight of the
moral questionsand potential costs, Oklahomans should consider
carefully whether the potential for amount and use of lottery
revenues can pass a cost/benefit analysis.

Thelottery does have potential to produce profits, but most
public estimates have been exaggerated and often list gross sales
as if they are the same as actual profits. More reasonable state
comparisonsyield an estimate between $37 and $110 millionin
profits. Meanwhile, lottery revenues can be counted on only as
long asthe state managesits|ottery well and increases over time
the advertising, prizes, or expansionsinto quasi-gambling games.
When confronted with thisfact and theinformation that even the
state office of finance will not commit to any predictions,
Governor Brad Henry said, “The bottom line is this education
lottery is going to raise tens of millions of dollars for education,
and for me that makesit worth it.”

Nevertheless, implying “worth it” means that even he
recognizes costs. Thus, with the historical precedents of other
states’ experiments into the lottery business in mind, before
Oklahomans vote on State Questions 705 and 706 they must
consider the following questions. Will the lottery produce more
profits to education than indirect costs (externalities)? What

degree of aggressivenessin alottery culture will be acceptable,
and can it be held there once started? With questions about the
lasting benefits for education and the state budget, Oklahomans
can allow neither that purpose nor optimism alone to influence
their decision. In addition to the obvious moral concerns, they
must make an informed decision based upon both the total

economic picture and predictable social impacts.

Joshua Hollmanisa BBA Public Administration Sudent at the
University of Central Oklahoma.
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|s Gaming Beneficial for Tribal Oklahoma?

Joshua Koehn

The Gaming Rightsof Tribes

Indian Nations have a special relationship with the federal
government. Thisrelationshipisinstitutionalized by the US Con-
stitution, which gives Congress the power to regulate commerce
with the Indian tribes, and gives the President the power to make
treaties with consent of the Senate (Art. | , Sec 8, Art. Il Sec. 2).
While subject to federal statute, Indian tribes do have sovereign
powers separate and independent from the federal and state gov-
ernments. These powers are based on each tribe’'s unique rela-
tionship with the government and any treaties or compacts en-
tered into between the parties.

In the 1970s, legislation was enacted by the federal govern-
ment that intended to promotetribal self-sufficiency and control.
This has caused sustained economic development efforts on In-
dian lands. Indian self-determination, a policy pushed by the
federal government, isthe driving force behind the economic de-
velopment taking place in Indian Nations.

In the late 1970’'s, Indian Nations began utilizing gaming
operations to generate revenue for economic development. The
Seminole Indian tribe of Florida opened a bingo hall on their
reservation and in order to increase revenues and attract higher
attendance, offered a jackpot in excess of the $100 maximum
allowed by Florida law. In 1983, the State of Florida tried to
impose regulation on the Seminoles, and the Seminolesin turn,
sued the state of Florida. A federal appeals court held in the case
Seminole Tribe of Florida v. Butterworth (658F. 2d 310) that the
Seminole Indian tribe was not subject to the state’'s statute and
could not be prosecuted for violating the limitations imposed by
it. Through its ruling, the court affirmed the federal policy of
tribal sovereignty.

In the early 1980’s the Cabazon Band of Mission Indians
began offering bingo and card gameson their reservation in Cali-
fornia. When the statetried to enforce state and | ocal regulations
against the tribe' s enterprises, the case ended up in federal court.
Ultimately, the Supreme Court held such games were properly
subject totribal regulation. The outcome of Californiav. Cabazon
Band of Mission Indians (480 U.S. 202) demonstrated the fed-
eral interest in maintaining tribal self-determination. Inthewords
of Justice White, “theinquiry into the competing interests of state
and tribes is to proceed in light of traditional notions of Indian
sovereignty and the congressional goal of Indian self-government,
including its ‘overriding goal’ of encouraging tribal self suffi-
ciency and economic development” (quotedin Spildeet al. 2002:
18). If the tribes have a vested interest in developing their own
economic development programs, such programs will be more
likely to succeed.

These court decisions concerned many states about their |oss
of jurisdiction regarding gaming within their borders. In 1988,
Congress drafted and passed the Indian Gaming Regulatory Act
(IGRA). ThelGRA classified gaming into three types and deter

mined who regulated each type. “Class| gaming wasto be regu-
lated exclusively by thetribes. Class |1 gaming was to be prima-
rily regulated by the tribes with federal oversight from the gov-
ernment. Class |1l gaming was to be regulated through compact
agreements between the tribes and state governments, allowing
statesto shareregulatory dutieswith tribes over casino-style gam-
ing within their borders’ (Tribal Gaming in Oklahoma, 15).

Figurel
The Classes of Tribal Gaming

CLASS | GAMING means social games or
traditional form of Indian gaming.

CLASS Il GAMING means (i) bingo
(whether or not electronic, computer, or other
technologic aids are used in connection
therewith)...including (if played in the same lo-
cation) pull-tabs, lotto, punch boards, tipjars, in-
stant bingo, and other games similar to bingo, and
(i) card games that are explicitly authorized by
the laws of the State, or are not explicitly prohib-
ited by the laws of the State and are played at any
location in the State. ..

CLASS Il GAMING means al forms of
gaming that arenot class| gaming or class|l gam-
ing.

Source: Indian Gaming Regulatory Act, 25 USC § 2703

Tribal-State compacts attempt to define the all owable scope
of gaming, and terms and conditions under which it takes place.
In Oklahoma, the governor is authorized to negotiate with tribal
nations on behalf of the state. The legislature’s perspectiveis ex-
pressed by the Joint Committee on State and Tribal Relations.

Since enactment of the|IGRA,, fifteentribal governmentshave
reached agreements with the state concerning off-track betting.
The state has also concluded numerous agreements concerning
fuel and tobacco taxation, as well as jursidictional issues of law
enforcement. Indiantribes, while performing al the functionsthat
other sub-national governments do, must cope with social and
cultural challengesthat non-1ndian governmentsdo not face. There
is much disagreement, however, about the merit of the IGRA.
According to Time Magazine (2002), “ Washington perceived gam-
ing on reservations as a cheap way to wean tribes from govern-
ment handouts, encourage economic development and promote
tribal self-sufficiency. The IGRA was so riddled with loopholes,
so poorly written, so discriminatory and subject to such conflict-
ing interpretationsthat 14 years|later, armies of high-priced law-

UNIVERSITY OF CENTRAL OKLAHOMA

- SPRING/SUMMER 2004 13



yersare still debating the definition of aslot machine.” They go
on to explain that the organization that the system set up to be a
watchdog over tribal gaming is one that is powerless and
underfunded. The National Indian Gaming Commission is the
agency charged with the task of oversight and enforcement of
tribal gaming. “With a budget capped at $8 million, the agency
has 63 employees to monitor the $12.7 billion all-cash business
in more than 300 casinos nationwide. The New Jersey Casino
Control Commission, by contrast, hasa$59 million budget and a
staff of 720 to monitor 12 casinos in Atlantic City that produce
one-third the revenue (Donald et al ., 2002).

The Impact of Tribal Gaming on the State of Oklahoma

Tribes have incorporated commercial gaming activitiesinto
their economic devel opment strategiesin order to addressthe prob-
lem of low socioeconomic status among their citizens. By pro-
viding work for these unemployed citizens, government spend-
ing on assi stance declines and househol d spending increases, thus
improving the economy. This benefits tribal and non-tribal citi-
zensalike. Sincetribal gaming operationsare government owned,
they are subject to 100% taxation. Gaming revenue tends to be
re-spent locally by the tribes, and a large portion of goods and
services are purchased outside of Indian economies from non-
Indian vendorsinside the state. This has positive impacts on the
state’s economy when those vendors buy products, pay employ-
ees, and remit taxes to support their operations.

According to the Harvard Project on American Indian Eco-
nomic Development, tribal government gaming is a significant
sector of the Oklahomaeconomy. 1n 2000, the tribal gaming op-
erations:

* Turned over an estimated $208 million in revenue,

¢ Directly employed an estimated 3,857 people,

* Purchased acombined $73 million in supplies and
services,

* Paid $43 million in wages and salaries,

* Transferred on the order of $83 million to their
respective tribal governments, and

¢ Withheld an estimated $500,000 in state unempl oy-
ment taxes.

Over 80% of the Absentee Shawnee's gaming supplies and
other acquisitions are purchased from vendors within Oklahoma
borders. Those suppliers then turn around and buy additional
productsto support their operations, pay workersand remit taxes.
Thiskind of spending hasapositive effect on the state’seconomy.

Many tribal gaming facilities are located relatively close to
the state line. Thisgivesthe state an opportunity to attract many
out-of-state customers, exporting a significant portion of tribal
gaming services. This represents a net economic benefit to the
State of Oklahoma. Because of the random dispersion of tribal
lands held in trust by the Federal Government, and the fact that
tribesarelimited by federal law to build gaming facilitiesonly on
tribal land, most tribes do not have the option to build near large
customer bases. This random dispersion has resulted in half of
all gaming capacity within 50 miles of the state border and 75%
of capacity within 100 miles.

There are roughly one million people within 50 miles, and
five million people with 100 miles of Oklahoma tribal gaming
centers. Thisisan opportunity to export services to other states
and increasetax revenues. Customerstraveling from out-of-state
would also be morelikely to spend longer periods of time at their
destinations, than those traveling in state.

Some of the poorest areas of the state are on or near tribal
landsand gaming facilities. “The positive economic benefitsand
jobs created by gaming flow out of the gaming centers and into
the severely depressed surrounding areas. Thirty-six of the 55
tribal gaming facilitiesin Oklahoma, representing 50% of the ca-
pacity areinthese distressed areas. Since about one-third of Okla-
homalndian nations' gaming employees are non-Indians, the ef-
fect on non-Indian household incomesisdirect” (Tribal Govern-
ment Gaming in Oklahoma, 32).

Figure2

The Tribal Gaming Market within Driving Distance
of Other Sates, 2001

Gaming Machines Bingo Seats
9,104 17,930
\Within 50 miles
of the border 47% 50%
\Within 100 miles
of the border 79% 76%

Source:  Survey of Oklahoma Indian Nations ( www.casinocity.com)

Thelmpact of Tribal Gaming on Indian Nationsin Oklahoma
Tribal governments must, by federal law, usethe profits made
from gaming in ways that benefit thetribes. These include:

1. fundtribal government operations or programs;

2. providefor the general welfare of the Indian tribe
and itsmembers;

3. promotetribal economic development;

4. donateto charitable organizations;

5. helpfund operations of local government agencies.

Gaming revenues comprise an important element of tribal
government budgets. Tribes are using gaming revenue to fund
their programs. For example, the Muscogee (Creek) Nation funds
education and employment training serviceswith gaming revenues.
Gaming revenues provide vital seed monies to tribesin order to
start new health related projects and services.

Another important tribal government function funded by gam-
ing revenuesislaw enforcement. Law enforcement is necessary

for the provision of public safety, and essential for the creation of
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awell functioning society. Tribal law enforcement servesnot just
thetribal population, but surrounding areas as well.

The education of Indian children, due to federal laws and
treaties, is the obligation of the federal government. Unfortu-
nately, its appropriations have consistently under-funded Indian
education (See Figure 3). Therefore, tribes are looking to gam-
ing revenuesto help fill that gap. The Muskogee (Creek) Nation
admini sters education and employment training service programs
for the tribe through its Human Development Division. Thisde-
partment receives significant funding from gaming revenues and
isresponsiblefor administering the Higher Education Fund, Cul-
ture and L anguage Preservation program, Vocational Education,
and Head Start Program.

Figure 3
Disparitiesin Federal Education Aid

Aid Received per Student

White, non-Hispanic $3,436
Black, non-Hispanic $3,166
American Indian / Alaskan Native $2,459

Source:  Social and Economic Analysis of Tribal Government Gaming in
Oklahoma, chapter 3.

Tribal gaming revenues are a so used as seed money for eco-
nomic development programs. With this seed money, tribes have
the opportunity to start and operate a number of businesses that
generate monthly revenue streams to be added to their general
funds. Existing tribal businesses in Oklahoma range from a t-
shirt printing company to an electronic gaming machine manu-
facturing company.

Donald Barlett and James Steele, in an article written for
Time magazine, seethingsabit differently. They suggest that the
real winnersin Indian gaming arethewealthy backersof the gam-
ing operations, not theindividual tribal members. They givethis
example: “How isHollow Horn (a member of the Oglala Sioux
tribe in South Dakota) prospering from the $12.7 billion Indian
gaming industry? Like most Native Americans, not at all. Last
year the Oglala sPrairie Wind Casino, housed intemporary, white,
circus-tent-like structure smaller than abasketbal | court, turned a
profit of $2.4 million on total revenue of $9.5 million. Most of
the money went to fund general programs, such as services for
the elderly and young people, aswell as education and economic
development. But even if there had been profit sharing instead,
the payout would have worked out to adaily stipend of just $0.16
for each of the 41,000 tribe members.”

The wealthy backers of tribal gaming are more like strate-
gistswho design the plan for bringing acasino online and under-
write the cost. This involves everything from securing federal
recognition through lobbying efforts to securing real estate for

the casino. In return they often take a large percentage of the
profitsfor aset number of years. Thesebackersare not subject to
federal oversight either. The National Indian Gaming Commis-
sion must approve management contracts with non-Indian enti-
ties, but not consultant contracts. Barlett and Steele quote the
Office of the Inspector General as saying, “Almost all tribes are
utilizing consulting agreementsto circumvent the regulatory and
enforcement authority vested in the NIGC” (2002).

Conclusion

Thereexist two schools of thought concerning the economic
and social impactsof tribal gaming. Gaming advocateswill sug-
gest that tribal governments are turning gaming revenues and
employment into real improvementsin their economies and soci-
eties. Re-investing gaming profitsin physical infrastructure and
tribal government has allowed the tribes an opportunity to im-
prove the economic and social well being of their citizens. The
quality of life experienced by tribal members has been enhanced
by theimprovement of tribal servicesand programs, funded with
gaming revenues. The NGISC reported, “ Therewas no evidence
presented to the commission suggesting any viable approach to
economic devel opment acrossthe broad spectrum of Indian Coun-
try, inthe absence of gaming.” According to the John F. Kennedy
School of Government, “ Self-determination — and the way that
Indian nations in Oklahoma have used it — constitutes a public
policy success. Tribal gaming in Oklahomarepresentsastriking
example of that success.”

Opponentsof tribal gaming arguethat only afew tribal mem-
bers and investors are the ones reaping the benefits of gaming.
They point to other stateswheretribes, coupled with big business
and self-serving politicians have made fortunes off tribal gaming,
and members of the tribesthemsel ves have seen no real improve-
mentsintheir lives. Aswith any mix of bureaucracies, there exist
loopholesthat can be exploited for personal gain. When you mix
the Federal government with a bunch of tribal governments, the
loopholes and the likelihood for corruption are even larger.

Oklahomans will get to voice their opinion on the issue of
tribal gaming in a statewide vote in November. State Question
712 asksvotersto decide whether a specific number of electronic
gaming machines should be placed in thefacilities at three of the
state'sfour pari-mutuel horseracing tracks and whether the state
should agree to the same machines' use at tribal casinos.

Joshua Koehn is an Economics major at the University of Cen-

tral Oklahoma.
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Rural Oklahoma Economic Development Trends and Conditions

Casey Robinson

As with the mgjority of the United States, the economy in
Oklahoma is lowly rebounding from a recession. And, fortu-
nately, both urban and rural areas of Oklahoma are part of this
recovery. However, that doesn’t mean that everything looks posi-
tivefor rural America. Thispaper will examine Oklahoma'srural
economic trends with both non-rural and national changes and
compare the conditionsin different areas of the state.

Sate Satistics

Only 14 counties in Oklahoma are considered “metropoli-
tan.” Most of these counties are clustered around Tulsa and
Oklahoma City. In 1990, Oklahoma’s population was 3.14 mil-
lion with about 59% living in these metro areas and 41% in rural
counties. Ten years later, the difference is even more dramatic.
While the state experienced a 9.7% increase, the percentage of
peopleliving in the metro countiesincreased by more than 12%.
From 2000 to 2001, Oklahoma's population increased an addi-
tional .3% to 3.46 million. However, the growth rate for rural
areas was -.30%.

Examining the age of Oklahomans in both urban and rural
counties gives another perspective. Overall, the number of per-
sons 65 and over increased by 7.43%, from 424,408 in 1990 to
455,9501in 2000. In rural Oklahoma, the number of those 65 and
younger decreased by .66% while the number of those 65 and
older increased by 15.62% during thisten-year period. For those
15 and under, the number increased from 706,685 to 732,907 —a
3.71%increasefor the state. However, those age 15 and under in
rural areasdropped by .63% while thosein urban areasincreased
by 6.58%.

Tabk 1

PerxentPopulton Growth 19902000

Okkhoma Uiban Ruml
Popuhtbn 9.7 1222 6
> 65 yrs 743 1562 066
<15 y1s 371 658 063

During this same period of time, employment trendsin Okla-
homa a'so vary between the two areas. Employment in rural
areas of the state grew 9.9%, compared to a 13.5% increase in
metro areas. Unemployment in rural Oklahoma is consistently
greater than the state’s unemployment rate.

Total personal income in Oklahomafor 2000 was $81.7 bil-
lion, a29% increase from 1995 when it was $63.33 hillion. An
amazing two-thirds is from persons residing in urban counties
and only one-third from those living in non-urban areas of the
state. Furthermore, income grew at arate of 30.6% in metro ar-
eas, compared with a25.5 increase in rural area.

Per capita income follows this same trend, increasing from
$15,955t0 $19,520in rural countiesand from $21,257 to $26,307
in urban areas between 1995 and 2000. This compares with the
state’s per capital increase from $19,144 in 1995 to $23,650 in
2000.

Economic Trendsand Conditions Within Oklahoma

The Oklahoma Cooperative Extension Services (OCES) di-
vides the state into four districts: Northeast, Southeast, South-
west and Northwest. These four areas will be used to examine
the current economic trends and conditions within the state. Us-
ing their criteria, both Oklahoma City and Tulsa fall within the
NE district.

Each of the four areas grew in popul ation between 1990 and
2000; however, growth varies greatly. Growth inthe NE district
was almost 11%, while the growth in both the NW and SW was
less than one percent.

Tabk 2
PercentPopulktion Growth 19902000
OK NW NE SW SE
Popuhtbn 917 08 1057 06 681
=65 y1s 743 -10 05 448 206 099
<15 y1s 371 -11 66 506 -5 52 1046

Thefastest growing countiesin Oklahomaarethose surround-
ing the Oklahoma City and Tulsametropolitan areas. Countiesin
Oklahoma exceeding 20% growth rates between 1990 and 2000
include Texas, Marshall, McClain, Waggoner, Delaware, Chero-
kee and Rogers. These counties are in sharp contrast, however,
to 20 counties in the state that lost population. All but one of
those with declining popul ation are located in the western half of
the state.

Tablk 3

EmpbymentG row th and Unem pbym ent

OK NW NE SW SE

% empbymentchange

59 364
19902000

533 223 8

Unem pbym entmate

1996 407 395 4 95 424 663

Unem pbym entmate

2001 281

333 359 359 481
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Examining employment trends presents someinteresting com-
parisons. The SE part of Oklahoma has the greatest increase in
employment between 1990 and 2000, yet still hasthe highest un-
employment rate of the four areas. The difference between the
SE District and the remainder of the state has closed somewhat
since 1996; however, it was the only one of the four districts ex-
ceeding the state unemployment ratein 2000.Total and per capita
personal income for the four districts somewhat mirrors the em-
ployment reports, with the SE District reporting the lowest per
capita income in the state and the second to lowest increase in
income between 1995 and 2000.

Tabk 4
Totaland PerCapia Personallcome 19952000

oK | Nw NE | sw SE
% Change h otalpersonalihcome 2895 295 2885 | 2229 | 253
19952000
Percapialncome 19144 17488| 16,163 15,724 15,024
1995
P 1ali
2§g§ap neome 26650 | 23,004 | 19358| 19339 | 18337

Conclusion

While Oklahoma’s non-metropolitan popul ation hasincreased
in recent years, the rate of growth is slower than the growth rate
for its urban areas and for the state in general. It also seemsthat
the population of those persons 65 and older as well as those
under 15 is shifting to the metropolitan counties. Each regionin
the state gained popul ation; however, the number of countieslos-
ing population is greater than the number of those increasing in
population. The trend of relocating to urban areas is perhaps
driven by the greater growth of jobsin the metropolitan counties
as compared to the rural areas of the state.

Casey Robinsonisan MBA student at the University of Central
Oklahoma.

Rational Justice Policy: Findings and Recommendations
Barry Kinsey, Kelly R. Damphousse, Alexander Holmes, Arthur G. LeFrancois, Kent Olson

Review by Haley Murphy

On February 24, 2003, the Oklahoma Alliance for Public
Policy Research issued a report to the Oklahoma State Senate
entitled Rational Justice Palicy: Findingsand Recommendations.
Thereport included the findings of four studies of the Oklahoma
Corrections System, recommendations from the researchers to
reform the system, and an estimate of potential cost savings to
the state. The four studies considered therole of private prisons
in Oklahoma, state and local funding of the criminal justice
system, legal and constitutional issues, and incarceration and
crimerates, respectively. The datawere compared to surrounding
states, aswell aswith statesthe researchers considered “ states of
interest.”

The report states that Oklahoma incarcerates 30% of its
inmates in private prisons. Only three other states incarcerate
more of their prisonersin this manner. While the argument for
the use of private prisonsisthat they are more efficient, this study
suggeststhat in Oklahomait is not alwaysless costly for private
prisonsto houseinmatesthan it isfor Department of Corrections
prisons. Furthermore, the DOC frequently forgives liquidated
damages assessed by a director against a private prison for non-
compliance with contract agreements. This causes direct costs
for the state, makes it less likely that contractors will comply
with contract regulations in the future, and undermines the
competitive bidding process.

The researchers recommend: a) Private prison performance
measures should be outcome-based rather than income-based.

b) Payment of liquidated damages should be fully enforced asa
better means of quality control. ¢) “The permissive language
allowing for negotiated rates with private prison contractors be
repealed and all effortsto ‘price’ private prisons per diem rates
at levels‘comparable’ to state-run facility costs beresisted.” (p.
7)

The studies also concluded that Oklahomatreats many crimes
that other states define as misdemeanors, asfelonies. The state
has a disproportionate number of nonviolent offenders serving
time at 60% of its population, and they are serving longer
sentences than the national average. Probation is revoked for
minor reasons, and the requirement that the governor approve
all paroles causes the inmate population to remain high. The
result is that Oklahoma consistently ranks within the top 3 or 4
statesfor incarceration, but the states’ crimerateisonly slightly
above national averages.

The researchers' recommendations for the above problems
areasfollows:

An attachment to the report breaks down the Oklahoma
averageincarceration ratein comparison to the national average.
¢ Oklahoma should take a “zero-based budgeting”
approach toward theissue of felonies. The Legislature
needs to look at each crime individually and justify
codifying it asafelony based on public safety concerns
and comparison to surrounding and peer states. The
researchers suggest that crimes without aggravating
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elements should be considered misdemeanors.

¢ Oklahoma needs to utilize community sentencing
wherever possible in order to reduce the cost of
imprisoning nonviolent criminals.

*  Probation should be revoked only in the event that

a new crime has been committed, and the governor

should be removed from the parole process except to

appoint members to the parole board.

The researchers suggest that the state of Oklahoma could
potentially save nearly $140 million per year if the state
incarceration average were reduced to the national average.

In conclusion, the researchers make afew good suggestions
in regards to saving money in the prison system, and reforming
the sentencing structure in Oklahoma.

However, areview of these suggestions needs to examine
whether or not these findings accurate report the number of non-
violent offenders serving terms under felony convictions due to
multiple felony convictions, because first time non-violent
offenders do not serve a prison sentencein Oklahoma. It should
also be determined if the negative label given to the State for
having incarceration rates higher than the national average is
justified. Perhapsthe decrease in the state's crime rate over the
last several years may have resulted in part to the increased
incarceration of repeat offenders.

Haley Murphy is a political science major at the University of
Central Oklahoma.

Periodic Publications on Oklahoma Policymaking

CAPer spectives, Community Action Project of Tulsa (quarterly)

Www.captc.org

Oklahoma Labor Market Information, Oklahoma Employment Security Commission (monthly)

WWW.oesc.state.ok.us

Per spective, Oklahoma Council on Public Affairs (monthly)

www.ocpathink.org

21st Century Annual Report, The State Chamber (annual)

www.okstatechamber.com

Oklahoma Policy Digest, Oklahoma Policy Research Center

www.busn.ucok.edu/oprc/publications
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