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ABSTRACT

We analyze the demand for Taiwan’s lottery tickets during the first
186 lottery drawings. Using a limited dependent variable model to esti-
mate the rollover probability function, we find the players select
numbers consciously, not randomly. This raises the rollover probability
of the grand prize and reduces the expected value of return. Moreover,
we employ the effective price to estimate the demand for lottery tickets.
The result shows the price elasticity is larger than 1, implying the
revenue raised from the lottery will be increased by reducing the selling
price and the take-out rate.
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