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POTENTIAL
BENEFITS OF A
NATIONAL
LOTTERY

he idea of a lottery is appear-

ing again because it is men-
tioned in the Harambee Prosperity
Plan. Specifically, it first appears
in the “Economic Advancement’
section of the plan, right after the
different ways in which govern-
ment can improve the amount of
taxes it collects. The State Lottery
is listed under “other possible rev-
enue sources.” In other words, the
lottery can be seen as a form of
tax.

But this ‘tax’ would be different
from other taxes because it goes
towards very specific spending.
Later on in the Harambee Plan,
under “social progression,” the
plan states that “revenue collected
through the state lottery will ... be
directed to poverty eradication
activities under the supervision of
the Special Tax Committee. Win-
ning proceeds will be paid partly in
cash, as a compulsory investment
in housing and pension.” (p.40)

This idea is similar to the pro-
cess in several countries around
the world, where the state lottery is
a way of collecting money to fund
worthy causes. In the UK, pro-
ceeds from the national lottery go
towards Education, the environ-
ment, health, charities, sports, arts
and heritage. In South Africa, part
of the money collected goes to
charities, sport and recreation, as
well as arts, culture and heritage.
In various countries, women’s
causes such as the ‘This Girl Can’
and ‘Women in Sport and Health’
initiatives in the UK, have also
benefited from lottery funding.

to make a prize, and a winner is drawn to get that prize. Details on how tickets work,

The concept of a lottery is quite simple: people buy a ticket, their money is combined

how the winner is determined and how much money is paid out can differ, but the

general concept goes back as far as ancient Rome.

Raising money for government has often been one of the primary reasons for the exist-
ence of lotteries. For example, legend has it that part of the Great Wall of China was
funded through a lottery. A Namibian law allowing for a state lottery has been in place
since 2002, but now the government has introduced a new bill in Parliament to regulate
the lottery. This law is much more detailed than the last one.

-

According to the draft bill, the state lottery will function in the following way:

. First, the Minister appoints a Lotteries Board to run the lottery and control the State Lottery

Trust Fund.

. The Board either decides to run the lottery by themselves, or to give a licence to a com-

pany to run the lottery.

. The lottery is played, with the board setting the rules on how and where tickets are sold

and what they cost, the prizes, how winners are drawn and how prizes are claimed.
When all the money from ticket sales comes in, money for prizes and money for operating
expenses are subtracted (both are percentages set by the Minister), as well as a commis-
sion for the license holder if the board is not carrying out the lottery itself. The rest of the
money goes into the Trust Fund.

. The Trust Fund now distributes this money to various causes.

a. One portion, determined by the Minister and the board, goes towards grants for
a“specific good cause”

b. Another portion goes to “any other matter approved by the Minister” as long as the Min-
ister considers the development of Namibia in deciding where the money goes.

Namibia will not be the first country in the region to have a lottery. South Africa established

its lottery in 2000, and Botswana passed a law last year to create one as well. Government’s
renewed attention to this issue is spelled out in the Harambee Prosperity Plan, which says that
money raised from the lottery can go towards poverty alleviation.
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Gambling Addiction

On an individual level, one problem with es-
tablishing a new lottery is that it could make
the situation worse for gambling addicts. Ad-
diction to gambling is very serious: according
to a 2014 study from South Africa, “patho-
logical gambling is a prevalent and disabling
mental illness.” Gambling addiction often
comes together with other mental ilinesses
such as anxiety, depression, or alcohol and
drug abuse.

The problems differ for men and women.
First, as a general rule, men gamble at a
higher rate than women - but recent research
has shown that in many countries, the num-
ber of women gamblers is increasing. Female
gambling addicts had higher rates of anxiety,
while males had higher levels of substance
abuse.! A survey of 3000 South Africans
found that almost five percent of people who
responded could be classified as gambling
addicts. The authors of the study (which was
paid for by the National Gambling Board)
note that gambling addiction rates usu-
ally stay relatively constant — but one must
consider the possibility that the state lottery
provides a new way of gambling to potential
addicts. In fact, of those in the survey who
could be classified as addicted to gambling, a
small number said that the country’s national
lottery was their only form of gambling.

The Namibian draft bill does not contain many
details addressing problems with gambling.
It makes it illegal to sell tickets to minors, and
it prohibits selling tickets to people on credit.
These are good first steps. It would also be
useful to establish funding to research gam-
bling addiction in Namibia, any impact of the

lottery on addiction, and mechanisms to help
addicts.

The lottery “curse”

Even for those who end up winning, the lot-
tery often does not guarantee the good life
they hoped for. One study found that lottery
winners did not end up happier than other
people; in fact they enjoyed everyday life
less.? Another study linked winning the lottery
with depression.® Most people are not good
at dealing with a large sum of sudden money.
Many lottery winners end up with no money
after a short time: tempted by their wealth
they get caught up in spending all the money
and giving it away, and end up where they
started. One study found that lottery winners
save only 16 cents for every dollar they win.*
Finally, when people become lottery winners,
other people in their lives put a lot of pressure
on them to share the money. These demands
can become violent, and many lottery win-
ners end up regretting their win. See the box
for famous examples of unlucky winners).

Some countries offer winners the payment of
an annuity rather than a lump sum - in other
words, their money is payed out in yearly
instalments rather than one big total, which
is an attempt to encourage better spending
decisions.

In the Namibian context, the Harambee Pros-
perity Plan attempts to steer lottery winnings
to productive uses, stating that “winning
proceeds will be paid partly in cash, as a
compulsory investment in housing and pen-
sion.” However, the bill in front of Parliament
does not contain this specifically. Instead it
says that the board can decide “the manner

in which prizes are claimed.” It makes sense
to leave the finer details to the board - but it
would also be helpful if the law said the board
has to consider productive ways of paying out
the money. It would be useful to have the law
suggest an annuity option (in other words,
instalments). In addition it is absolutely im-
portant that the law states that winners may
remain anonymous and makes sure privacy
protections are in place, so that winners can
be protected from criminals wanting to take
their money.

In South Africa, Jason Canterbury won
R6.7 million when he was 18. He spent
all the money and became criminal to
maintain his lifestyle, and was sent to
jail.

In the U.S.A., William Post’s family con-
vinced him to invest in dodgy business-
es, and his brother attempted to have
him killed by a hit man. Post had won
USD16.2 million in 1988 in the Pennsyl-
vania State Lottery, paid out in 26 an-
nual payments. By the time he died in
2006, Post was USD1 million in debt
Jeffrey Dampier, from Chicago, won
about USD20 million in 1996. He used
the money to invest in his business.
In 2005, however, he was shot by his
sister-in law and her boyfriend for his
money.

Evelyn Basehore won the New Jersey
lottery twice - but still ended up bank-
rupt and poor after gambling it all away,
a common fate for lottery winners.
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POLICY CONSIDERATIONS

While there are potential ben-
efits to a national lottery, there
are also important policy is-
sues to consider as the mer-
its and demerits of the lottery
are debated. Two key issues
include the implication on the
poor, who, according to the
HPP, should be the ultimate
beneficiaries of the lottery; as
well as the question of who ul-
timately benefits.

Lotteries are a Tax on
the Poor

The box on page one ex-
plains that a lottery can be
seen as a special tax. It is
important to point out that it is
mostly poor people that pay
for this special tax. Across
countries, evidence shows
that people with lower income
buy more lottery tickets than
people with high incomes.
The price of a lottery ticket
also means more for poor in-
dividuals than rich ones. For a
person with a good job, a few
N$10 tickets are not a prob-
lem. But this money can make
a huge difference to a poor
person, who might still play
because they are desperately
hoping to get lucky.

Additionally, lotteries do
not offer a good payout for the
price. In fact, lotteries often
pay out a smaller percentage
of the money they take in than
other forms of gambling. For
example, about 50 percent of
the UK lottery revenue goes
towards jackpots and other
prizes. Meanwhile, slot ma-
chines in casinos often pay
more than 90 percent of in-
come as prizes.®

What all of this means is
that lotteries essentially tax
poor people to pay for the pro-
jects they support. Ideally, tax-

es should be “progressive” —
i.e. richer individuals pay more
than poorer individuals. This
way money is redistributed to
make society more equal. Lot-
teries do the opposite.

Who benefits from the
money earned?

Secondly, the distribution
of money also needs to be
questioned. In some coun-
tries, critics have argued that
money from the lottery simply
replaces government spend-
ing on things government
is supposed to do. In other
words, instead of funding ad-
ditional programs, the lottery
just continues what is already
there - and government can
move on and spend its money
on something else. And all of
this is funded mostly by the
poor. In the UK, the opposition
claimed the lottery is a “stealth
tax” used to pay for educa-
tion services that government
should be paying for.7 In the
United States, money from the
lottery is supposed to be used
as extra funding for schools.
But in reality, government of-
ten reduces its own spending
on education, spending the
money on other things, so that
schools end up in the same
place.?

Finally, even the money
that is spent on worthy causes
could be better spent. Re-
search in the United Kingdom
found that many of the poorest
areas in the country received
some of the least funding from
the lottery. Meanwhile the lot-
tery contributed a lot towards
hosting the 2012 Olympics.®

Namibia’s lottery bill is
very vague on how the money
will be distributed. While the
Harambee Prosperity Plan

speaks of “poverty eradica-
tion” projects, this wording
is not in the bill. Instead, the
Minister and the Lotteries
Board decide on a “specific
good cause.” The law says
they have to consider

“The general development
in Namibia, with specific refer-
ence to the regional, econom-
ic, financial, social and moral
interests of Namibia and the
enhancement of the standard
of living of all the people in
Namibia”

The bill also says that they
should consider the needs of
the different regions.

At a minimum, it is impor-
tant that these rules are fol-
lowed. But the bill is too vague

in explaining what counts as a
“good cause.” Aimost anything
can be defined as falling un-
der the “general development”
of Namibia, and there is a risk
that lottery money could go
towards undeserving causes
because of this vague defini-
tion. The South African law,
for example, very specifically
mentions arts, culture and na-
tional heritage as one deserv-
ing category, and states that
the money should be distrib-
uted after consulting with the
relevant Ministers. It is wor-
rying that a handful of people
will decide on spending all this
money with so little guidance
from the law as to what counts
as a good cause.

NEWS FROM PARLIAMENT

The National Assembly adjourned on April 27, and was in recess
until June 6. On April 27th, the NA passed the Witness Protection
Bill with significant amendments, after strong debate. When the As-
sembly returned, it immediately passed the Whistleblower Protec-
tion Bill with amendments. The debate on other bills is ongoing.

Bills of 2017

Whistleblower Protection Bill Passed
Witness Protection Bill Passed
Nature Conservation Amendment | Passed
Bill

Namibian Time Bill In Committee
Access to Biological and Genetic | Passed
Resources and Associated Tradi-

tional Knowledge Bill

Regional Councils Amendment Bill | Passed
Local Authorities Amendment Bill Passed
Private-Public Partnership Bill Passed
Appropriation Bill Passed

Trade Act Amendment Bill

Controlled Wildlife Products and

Under Discussion

One Stop Border Posts Control Bill

Under Discussion

Lotteries Bill

Under Discussion
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