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ExecutivAuthoritystatement

The Annual Performance Plan (APP) identifies the outputs, output indicators
and targets that an entity aims to achieve in the new financial year. The
Executive Authority is responsible for providing direction on the development
and implementation of policies and strategic priorities of entities in line with
their respective mandates, and to ensure the APP is aligned to government's

priorities.

The environment in which the APPs of the Department of Trade, Industry and
Competition (the dtic) and our entities have been formulated remains challenging, given the impact of
the COVID-19 pandemic, the July 2021 unrest and more recently the Russia/Ukraine war. At the same
time, determined efforts by the Administration has seen signs of economic recovery and greater

investor confidence in economic prospects.

In this light, Government's priority focus continues to be the recovery of growth, investment and
employment, guided by the Economic Recovery and Reconstruction Plan adopted in 2020, and the

tasks outlined by President Ramaphosa in the 2022 State of the Nation Address.

This APP is expected to take forward the strategic shift initiated in 2021/2022 toward strengthened
implementation and impact of dtic's work, through greater integration of efforts within the department
and our entities, guided by shared, crosscutting outcomes and joint performance indicators. In this
regard, the work of the dtic and the entities will be evaluated in relation to three over-arching Outcomes
(which incorporate the previous "Joint- KPIs") namely Industrialisation; Transformation; and
Capable State (Implementation/ Effective Delivery). In this way these Outcomes more deliberately

and directly inform respective outputs and KPIs of the department and entities.

In turn, the scope of the outputs collectively still encompass the identified dtic's priorities which include
among others, the work of sector masterplans, initiatives to boost levels of investment and localisation
in the economy, expanding trade within the continent, enabling better local economic development,
supporting the growth of new industries (in the green economy and through beneficiation) and building
a capable state, in particular addressing red tape as prioritised by the President in the 2022 State of
the Nation Address.

Every entity in the dtic has been requested to align their APPs to the three outputs, it being recognised
that a particular entity's core business links more clearly and strongly to one or the other of the

overarching Outcomes, than to others.
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This APP represents the outcome of the work done by the National Lotteries Commission. Following
the tabling of the APP by the dtic itself, each entity of the Department will be expected to consider
such additional refinement and additions to be made and following completion of the review, such an

addendum to this APP may be submitted in due course after the tabling.

This APP is therefore not about many new objectives but rather on a new way of implementation, with

the focus on integration, to enhance the development impact of the work.

In light of the concerns relating to governance and corruption affecting the NLC, the Board that has
been recently reconstituted will be requested to review this APP and identify new performance
indicators to address the outcomes of the forensic investigations and the findings of the Special
Investigating Unit (SIU) into the affairs of the NLC.

| accordingly table the APP for 2022/23 in accordance with the request by the Speaker.

Ui bl

EbrahinPatel
Ministerof Trade)ndustryand Competition
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AccountinQfficeGtatement

The COVID-19 pandemic and resultant lockdowns pushed the nation and the
global community into a new economic reality, and many nations are grappling
with efforts to bring economies back on track while balancing the risk of the
persistent pandemic. The obvious domino effect on organisations such as the
National Lotteries Commission (NLC) are an increased demand for funding as

sources of relief dry up.

The increased prevalence of online lotteries require regulation to be tighter to protect the resources of
households from illegal operators, and the need for the types of services rendered by NGOs has

increased as a result of the economic impact of measures implemented to keep COVID-19 at bay.

All government services need to be reliable and stable, yet dynamic in the face of a constantly
changing landscape of needs. In keeping with this theme, NLC continues to evolve through efforts
aimed at organisational renewal and digital transformation to enhance its dual mandate of regulation

and grant making.

The term of the current National Lottery Operator expires in May 2023 and the Board has fulfilled their
legal obligation of ensuring that the 4" National Lottery Licence Strategy was developed and timeously
submitted to the Executive Authority. The respective legal teams of the NLC and the Minister are

engaged in a process of legal clarification relating to the RFP document.

The NLC has continued to chart plans to ensure integration between the work of the department

through the applicable Jointdndicators (JAKPIs), with continual progress reported to the Ministry.

This APP is not about many new objectives but rather on a new way of implementation, with the focus

on integration, to enhance the development impact of the work of the NLC.

1 ' K »
oY L j‘u LR &

fhabang Mampane
NLC Commissioner
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Officiabignoff

It is hereby certified that this Annual Performance Plan was developed by the management of the
National Lotteries Commission (NLC) under the guidance of the Board of Directors and takes into
account the relevant policies, legislation and mandate of the NLC. The plan accurately reflects the
impact, outcomes and outputs which the NLC will endeavour to achieve over the 2022/2023 MTSF

period.

X. Ntuli Signed: Ei%:}
Chief Financial Officer

P
A. Maharaj-Domun Signed: -Q‘:ﬂ*fuy/

Official Responsible for Planning

Approved by:

TCC Mampane Signed: k' (. ,ﬂ-*k,’\m,x,-m,\__qd
Commissioner '
03 March 2022
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PARTA:N L OQVMABIDATE

1. Constitutiondlandate

Regulate and prohibit
NLC lotteries and sports
Constitutional pools and to provide

Mandate

for matters connected
therewith

The NLC has the sole mandate to regulate and prohibit lotteries and sports pools and to

provide for matters connected therewith.

2. Legislativandpolicynandate

Conduct research
Invite applications for on worthy good
grants from worthy causes that may
good causes in the be funded without
prescribed manner Iodging an
application

Promote knowledge
and awareness Interests of every
through educational participant in the

and informational :
measures to educate National Lottery

the public about the are adequately
lotteries and the protected.
Lotteries Act

Manage staff, and N LC National Lottery

its financial, . . and sports pools
administrative Leg ISlCﬂ'IVE are conducted

and clerical with all due
functions Mandal‘e propriety

0 To ensure that the National Lottergpamts Pools are conducted with all due
proprietgndstrictlynaccordanogiththeConstitutionllothemapplicableawand
the licencdor the National otterytogethewithanyagreememertainingothat
licence and that the interestavefy participant in the National Lottery are

adequateprotected.
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o] Conduct research on worthy good causes that may be funded without lodging ai
application prescribed in terms of the Lotteries Act, upon request by the Minister
Boardronitsowninitiativéen consultationiththeBoard.

o] Inviteapplicatiorfergrantéromworthygoodcausegntheprescribeshanner.

o] Promotepublic knowledgeand awarenessy developingand implementing
educationaindinformationaieasuret educatéhepubli@abouthelotterieand
provisions of the Lotteries Act, as amended, and educating the public by explainin
the process, requirements and qualifications relating to the application for grants i
termsofthisAct.

o] Managstaffanditsfinanciahdministrativandclericafunctionandexercisany
otheffunctiomsdelegatedrdirectedbytheMinisteortheBoard.

3. NLCCorevalues

lht -
L
A & S
) (5" To continuously strive To be honest, open,
6\‘ to redefine standards of accessible and fair in all §
excellence in the work our dealings, decisions
<
\Q that we do. and actions.

* X x

* W »

To provide a level of service
which is of a high quality,
target based and meets the
expectations of all stakeholders.
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4. InstitutiondolicieandStrategiesverthefiveyearplanningeriod

I n Il i ne wi t h i t s mandat e, Vi si on and mi s
targetssalignedothepoliticakociabndeconomiealitieefSouthAfrica.lnparticulathe

N L GdleandfunctionasoutlinedihtheAmendedotteriegctplacesanobligatioonthe

organisation to support (directly and indirectly) the electoral mandate of Government. Fror
strategic perspective, the sight of government priorities provides a major opportunity for f
NLCwithin the disciplinary context of social development and social upliftment. This includs
addressing unemployment and alleviating poverty as aligned to the NDP and the seve

identifiegriorityareasofgovernment:

1. Education, skilad health

2. Economicansformati@mdobcreation

3. Consolidatingesocialvagehrougheliablendqualitypasicservices
4. Spatiaintegratiomumarsettiementndocalgovernment

5. Social cohesion and safe communities

6. Acapablesthicahnddevelopmentthte

7. AbetteAfricaandworld

The new MTSF combinesyaab NDP Implementation Plan with a revamped integrated

monitoring system and accountability framework that incorporates resourcing through priv
sector investmendgvelopment finance institutions and SOEs and public entities' roles. It
further outlines the budget prioritisation framework, labour movement's involvement on the s

revolution and civil society in promoting participatory democracy.

TheNLGstherefordriverbygovernmepblicie®eneconomiandsociatlevelopment.

5. RelevanCouriRulings

The court cases underway do not daeeianpact on the mandate of the NLC.

o National Lotteries Commission // Minister of Trade, Industry and Gdaitiee jietitioned
to the Supreme Court of Appeal pursuant to Section 10(2) and (3) of the Lotteries Act

o National Lotteries Commission // Ithuba Holdings (RF) Payt IAdbthe Application

petitioned to the Supreme Court of Appeal by the Operator and Review Part B matter
pursuant to Section 10(2) and (3) of the Lotteries Act.

10
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PARTB:N L GGARATEGIBOCUS

4. Updatedituationalnalysis
4.1  External Environment Analysis

The NLC is a public entity established by Lotteries Act No. 57 of 1997 (as amended) to
regulate the South African lotteries and sports pools industry. Primarily, the organisation
was established to undertake the functions of:

1 Regulation of the National Lottery and other Lotteries and sports pools

9 Administration of the National Lottery Distribution Trust
Fund (NLDTF)

The NLC is governed by a board, whose mandate is to:
9 regulate all lotteries and sport pools with integrity;
9 ensure the protection of all participants;
1 maximise revenue for good causes in a responsible manner; and
1

distribute funds equitably and expeditiously

Applications
REGULATOR

Grant Funding
Monitors activities N LC

through Licence

Funding

Distribution
Weekly transfer of

Operates the Ithuba Funds
National Lottery
and Sports Pools

o
L

'\'3’*

NLC Operating Model
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The role and functions of the National Lotteries Commission (NLC) are clearly outlined in the
Lotteries Act (No. 57 of 1997, as amended), which places an obligation on the organisation to support
(directly and indirectly) the electoral mandate of the national government. In the quest for achieving
its vision and mission, among others, to regulate all lotteries and sport pools with integrity, to ensure
the protection of all lottery and sport pools participants, to maximise revenue for good causes in a
responsible manner and to distribute funds equitably and expeditiously, the business of the NLC is

influenced by the political and economic landscape of the country.

SITUATIONAL ANALYSIS: THE MACRO ENVIRONMENT
Overview of the Global environment: Global growth projections

In 2020, the global extreme poverty rate rose for recorded a contraction of 0.9% during 2020, and
the IMF is forecasting real economic output growth rates of 7.5% during 2021 and 6.4% for 2022.
Hundreds of millions of people were pushed back into extreme poverty and chronic hunger due to
COVID-19 and the resulting lockdowns and negative impacts on economies globally. The global
economic output contracted in real terms by 3.2% during 2020 and the IMF is expecting that it will
grow by 6.0% during 2021 and 4.9% during 2022*. The highest economic output rates internationally

WORLD ECONOMIC OUTLOOK UPDATE JULY 2021 are found in emerging developing

GROWTH PROJ ECTlONS economies in Asia such as China and

India where the economic impact of the

GLOBAL ADVANCED EMERGING MARKET &

Y iy DEVE‘OP'“; ;“’”C’M'Es COVID-19 pandemic and lockdowns
54 4.9 56 .4 S-FAN seem to have been less than other parts
of the world. This region recorded a
3.2 4.6 ; contraction of 0.9% during 2020, and the
: . 2021 2022 ]_ 2021 2022 LEI P IMF is forecasting real economic output

growth rates of 7.5% during 2021 and

6.4% for 2022.

The world economy is experiencing an exceptionally strong but highly uneven recovery during 2021,
with sharp rebounds in some major developed economies and with poorer (developing) countries
lagging behind. Vaccine access has emerged as the main driver of global economic recovery,

unfortunately splitting the world into those that can look forward to further normalisation of activity

1 IMF World Economic Outlook Update, July 2021,
https://www.imf.org/en/Publications/WEQO/Issues/2021/07/27/world-economic-outlook-update-july-2021
13
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during 2021 (almost all advanced economies) and those that will still face resurgent infections and
rising COVID-19 death tolls (mainly developing countries). Vast inequalities exist in vaccine
distribution, in the sense that as of 17 June 2021, around 68 vaccines were administered for every

100 people in Europe and Northern America compared with fewer than two in sub-Saharan Africa®.

The exact timeframe of recovery remains uncertain and could be impacted by a resurgence of
infections of the virus. The World Bank determined in a downside scenario where infections
continue to rise and the rollout of a vaccine is delayed the global growth rate could slow to 2.7% in
2022. Meanwhile, in an upside scenario with successful pandemic control, a faster vaccination

process and technological adoptions, global growth could accelerate to more than 5.0% in 2022 .3

Upon comparing the expectations in economic growth for South Africa with that of other Sub-
Saharan Africa countries during 2021 it should be noted that although some Sub- Saharan Africa
countries will experience substantially higher economic growth rates than South Africa during 2021,
many economic challenges also exist in such countries. During 2020 the countries in the region that
were affected the most when considering real GDP growth were Mauritius (-15.8%), Cabo Verde (-
14.0%) and Seychelles (-13.4%)*. The two largest economies in the region remains Nigeria and
South Africa. Nigeria contracted by 1.8% during 2020, while South Africa recorded an annual
contraction of 7.0% during 2020. These two countries are expected to record annual growth rates
of 2.5% and 4.0% respectively during 2021.°

2 United Nations, The Sustainable Development Goals Report, 2021,
https://unstats.un.org/sdgs/report/2021/The-Sustainable-Development-Goals-Report-2021. pdf

3 World Bank Global Economic Prospects, June 2021,
https://openknowledge.worldbank.org/bitstream/handle/10986/35647/9781464816659.pdf

4 IMF Regional Economic Outlook for Sub-Saharan Africa: Navigating a Long Pandemic, April
2021, https://www.imf.org/en/Publications/REOQ/SSA/Issues/2021/04/15/regional-economic-
outlook-for-sub- saharan-africa-april-2021

5 IMF World Economic Outlook Update, July 2021,
https://www.imf.org/en/Publications/WEQO/Issues/2021/07/27/world-economic-outlook-update-july-2021
14
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Year over Year
Feal GOF, Annual % change
Projections
2019 2020 2024 2022
World Output 28 =32 6.0 49
Advanced Economies 16 46 56 44
United States 22 -35 1.0 44
Euro Area 13 —£5 45 43
Germany e 48 36 41
Framce 18 -2.0 o8 4.2
Italy 0.3 -34a 44 42
Spain 20 108 6.2 S8
Japan 0o 47 28 30
United Kingdom 14 98 i} 48
Canada 148 =53 6.3 45
Cther Advanced Economies 19 =20 45 36
Emerging Market and Developing Economies iT =21 6.3 5.2
Emerging and Developing Asia o4 -0g [ 6.4
China 6.0 23 8.1 57
India 4.0 73 05 85
ASEAN-3 448 -34 43 6.3
Emerging and Developing Europe 25 =20 49 36
Russia 20 =30 44 31
Latin America and the Caribbean 01 7.0 o8 3.2
Brazil 14 41 53 14
Mexico =02 =33 6.3 42
Middl= Eastand Ceniral Asia 14 -28 410 37
Saudi Arabiz 0.3 41 24 48
Sub-Saharan Africa 32 =18 34 41
Migeria 22 -18 25 26
South Africa 0.2 -7 410 22
World Economic Qutlook, July 2021 Update

Global risks perceptions

According to the Global Risks Report 2021° extreme weather, climate action failure and human-led
environmental damage as well as digital power concentration, digital inequality and cybersecurity
failure will all be among the highest likelihood risks of the next ten years. Among the highest impact
risks of the next decade, infectious diseases are in the top position followed by climate action failure
and other environmental risks as well as weapons of mass destruction, livelihood crises, debt crises

and IT infrastructure breakdown.

Considering the time-horizon within which these risks will become a critical threat to the world, the
most imminent threats i those that are most likely in the next two years i include employment and
livelihood crises, widespread youth disillusionment, digital inequality, economic stagnation, human-
made environmental damage, erosion of societal cohesion, and terrorist attacks. Economic risks
feature prominently in the 37 5-year timeframe, including asset bubbles, price instability, commodity
shocks and debt crises followed by geopolitical risks, including interstate relations and conflict, and

resource geopolitisation. In the 5-10-year horizon, environmental risks such as biodiversity loss,

6 World Economic Forum, The Global Risks Report 2021,
http://www3.weforum.org/docs/WEF The Global Risks Report 2021.pdf
15
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natural resource crises and climate action failure dominate alongside weapons of mass destruction,
adverse effects of technology and collapse of states or multilateral institutions. The results

described in the report originates from the World Economic Forum Global Risks Perception Survey

2020.

16



Global Risks Horizon

When do respondents forecast risks will become a critical threat to the world?
M cconomic M Environmental [l Geopofitical M socicta Wl Technological
Infectious diseases
Livelihood crises
Extreme weather events

Cybersecurity failure

Clear and

present Digital inequality

dangers

Short-term risks Prolonged stagnation

(0 - 2 years)
Terrorist attacks
Youth disillusionment
Social cohesion erosion
Human environmental damage
Asset bubble burst
IT infrastructure breakdown
Price instability
Commodity shocks

Knock-on )

effects Debt crises

Medium-term

Interstate relations fracture
risks (3 — 5 years)
Interstate conflict

Cybersecurity failure

Tech governance failure

Resource geopolitization

Weapons of mass destruction

State collapse
Biodiversity loss

Adverse tech advances

Existential N e

atural resource cnses
threats 5
Long-term risks Social security collapse
(5—10 years)

Multilateralism collapse
Industry collapse
Climate action failure

Backlash against science

% of respondents
58.0
55.1
52.7
39.0
383
383
378
36.4
3586

35.6

533
53.3
529
52.7
523
50.7
49.5
49.0
48.1

47.9

62.7
51.8
51.2
50.2
439
434
39.8
39.7
383

37.8




Based on the evolving risk landscape’, the likelihood and impact of top risk analyses show extreme
weather, climate action failure and human environmental damage were identified as the global risk
with the highest likelihood, while infectious diseases, climate action failure and weapons of mass

destruction topped the global risks with the biggest anticipated impact among 35 global risks.

Top Global Risks by Impact
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Overview of policy and the political sphere

SustainabBevelopme@oalfUNAgend&2030)

I n 2015, world | eaders agreed to 17 goals for
Sustainable Development Goals (UN Agenda 2030) provide an excellent measure ofprogress
worldwide by allowing comparative analyses of development across different countries worldwide.
The Sustainable Development Goals (SDGs) also provide direction and clarity with respect to what
development goals should be achieved by emphasising the necessity of eradicating poverty,

protecting the planet and ensuring that all people enjoy peace and prosperity.

7 World Economic Forum, The Global Risks Report 2021, Evolving Risks Landscape,
http://reports.weforum.org/global-risks-report-2021/survey-results/evolving-risks-landscape/
18
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SUSTAINABLE =
DEVILOPMENT ‘)\P

Gr‘A LS m 000 NEMTW QUaLITY GIAEA
ARDAELL-BING HuCAON oLy
SN WATES QETINT WU JAD POTTTEY SNITN REEED
MO SAMTAION SCDATMIC MO NN WRATTRLLTINE IEQUALTIIES
CLIMATE ¥t MALL JJSTCT 00
ACTIDN SELUW WATER T m SR NatTUTINS mmgm;

The SDGs also succeed in providing an integration of the three dimensions of sustainable
development, namely economic, social and environmental®. They therefore acknowledgethat

action in one area will affect outcomes in other areas.

Environment

SUSTAINABLE
DEVELOPMENT

Economy ] ’ Society |

All 17 SDGs are very pertinent to the South African situation as reflected by the fact that

8 Dalampira, E-S, Nastis, SA. Mapping Sustainable Development Goals: A network
analysisframework. Sustainable Development. 2020; 28: 46i 55. https://0-doi-
org.oasis.unisa.ac.za/10.1002/sd.1964
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high levels of poverty, high levels of income and gender inequality, differential access to high quality
education and health care, low economic growth rates and low levels of job creation are still being

experienced impacting negatively to social, economic, human and environmental development.

COVID-19 has had catastrophic impacts on the lives and livelihoods of millions of people and on
efforts to realize the 2030 Agenda for Sustainable Development. Historically, pandemics have served
as catalysts for political, economic and social change, and that stillholds true today. The year 2021 will
be decisive as to whether or not the world can makethe transformations needed to deliver on the

promise to achieve the SDGs by 2030.

Africarunior{AU)Agend2063 i T Afecavewa nt 0O

nd A The Africa Except from the UN SDGs, African
we Want countries have committed to
implementing the AfricanUnion (AU)

Agenda 20631 M The Afwarmtao we
which provides a strategic framework

for Africa guiding its socio-economic transformation over the fifty-year period 2013 to 2063.

This policy aims to bring about an integrated, prosperous and peaceful Africa, drivenby its own

citizens, representing a dynamic force in the international arena. To achieve this Africa needs

to revise and adapt its development agenda. The identified AU Agenda 2063 Flagship

projects encompass amongst others infrastructure, education, science, technology, arts and

culture as well as initiatives to secure peace on the continent®.

The major focus areas (aspirations) of the AU Agenda 2063 are'°:

A prosperous Africa, based on inclusive growth and sustainable development.

An integrated continent politically united and based on the ideals of Pan Africanism

and the vision of the African Renaissance.

1 An Africa of good governance, democracy, respect for human rights, justice and the
rule of law.

A peaceful and secure Africa.

Africa with a strong cultural identity common heritage, values and ethics.

An Africa whose development is people driven, relying on the potential offered by

African people, especially its women and youth, and caring for children.

1 An Africa as a strong, united, resilient and influential global player and partner.

= =

E R

tneedstobement i oned that South Africads r e swenoposive. t o t |

9 African Union, Flagship Projects of Agenda 2063, https://au.int/en/agenda2063/flagship-projects
10 African Union, The aspirations of the Africa we want, https://au.int/en/agenda2063/aspirations
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South Africa indicated that it continues to support regional and continental processes to effectively
respond to crises, promote peace and security, strengthen regional integration, significantly increase
intra-African trade and champion sustainable development in the continent. South Africa believes
that regional and continental integration are the foundation for A f r i socéo-@@nomic development
and politicalunityand ar e essenti al for the Continentbs
the National Development Plan (NDP) is aligned with Agenda 2063, as well as with Agenda 2030 of
the United Nations (UN). Some government departments and some state organs have furthermore

already started to integrate Agenda 2063 into their programmes.

AfricarContinent&reeTradeAreaAgreement

The African Continental Free Trade Area (AfCFTA) was
conceptualised in 2012 to enhance trade integration on the
continent. The 18th Ordinary Session of the Assembly of Heads of

State and Government of the African Union (AU), which took place

N\ TeRS RS 1D in Ethiopia in 2012 endorsed an action plan to boost Intra-
African Trade (BIAT), and thus agreed on a way forward to establish the
AfCFTA. The Agreement establishing AfCFTA came into force on 30 May 2019 and, so far, 34
countrieson the continent have ratified the Agreement. The AfCFTA responds to the aspirations of
AfAU Agenda 20630, which is wunder pi nn e grospeyoustahde

peaceful Africa that is a dynamic force in the international arena.

The main objectives of the agreement are stated as'!:

Initiate a single market, deepening the economic integration of the continent.
Establish a liberalised market through multiple rounds of negotiations.
Promote the movement of capital and people, facilitating investment.

Move towards the establishment of a future continental customs union.

=A =4 =4 4 =2

Achieve sustainable and inclusive socio-economic development, gender
equality andstructural transformations within member states.

1 Enhance competitiveness of member states within Africa and in the global
market.

1 Encourage industrial development through diversification and regional
value chaindevelopment, agricultural development and food security.

1 Resolve challenges of multiple and overlapping memberships.

11 https://www.sars.gov.za/wp-content/uploads/Legal/Agreements/IntA-TradeA-2020-01-Schedule-
10- Part-8-Agreement-establishing-AfCETA-in-Notice-R1432-GG-44049-31-December-2020.pdf

21
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Once completed, the free trade area, which is of substantial economic interest to South Africa and
the African continent, will provide a market of over 1 billion people with a GDPof over US$2.6 trillion?2.
The AfCFTA Agreement goes beyond simple trade liberalization, namely its components are directed
at boosting and strengthening A f r i capadities andencouraging economic and social development

through cooperation.

The AfCFTA is a continental agreement, but implementation will take place primarily at the national
level. If it is to succeed, the agreement must be translated to and contextualized in domestic realities.
In addition, although the AfCFTA is a trade agreement, its implementation is expected to have far-

reaching policy impacts.

Implementation of the AfCFTA is estimated to increase intra-African trade by 33% and to decrease
Africa's trade deficit by 51% if all tariffs are eliminated. On the other hand, it is expected that GDP
and employment will rise by 0.97 and 1.17% respectively. As intra- African trade has a higher skill and
technology content than Africa's trade with others, the AfCFTA can improve diversification, and
industrial product and technology content of AU member state exports. Fear of significant tariff
revenue losses and possible uneven distribution of other costs and benefits are two main challenges
ahead of AfCFTA. Countries may face adjustment costs during the transition period especially if their
economies are not flexible enough. In the long-run however, FTAs are expected to bring higher output

growth and welfare gains for participating countries that can compensate short-run losses.*®

TheNationdDevelopmeRian

N&&Tgkmm Apart from the SDGs, UN Agenda 2030 and AU Agenda 2063,

development efforts are also driven by the National Development
Plan (NDP) which aims to ensure that all South Africans obtain a
decent standard of living through the elimination of poverty and by

addressing high levelsof inequality. It defines a desired destination

and identifies the role different sectors of society need to play in

reaching that goal. At the core of the NDP, is the aim to ensure the
achievement of a loidwimmgsduthéfticansbdyar d o
2030. This is defined to consist of!*:

f Housing, water, electricity and sanitation.

§ Safe and reliable public transport.

13 UNCTAD Research Paper No.15, 2019 https://unctad.org/system/files/official-document/ser-rp-
2017d15 en.pdf
14 https://nationalplanningcommission.wordpress.com/the-national-development-plan/
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Safety and security.
Quiality health care.
Social protection.
Employment.
Recreation and leisure.

Clean environment.
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Adequate nutrition.

Quality education and skills development.

TheSoutmAfricarEconomiReconstructiamd RecoveBlan(2020)

SOUTH AFRICAN

ECONOMIC

RECONSTRUCTION
AND RECOVERY

BUILDING A NEW ECONOMY

During October 2020 the Economic
Reconstruction and Recovery Plan was
presented to a joint sitting of Parliament. The
Economic Reconstruction and Recovery

Plan forms part of extraordinary measures

that government is taking i after extensive consultation with the business, labour and community

sectors as social partners i to restore the economy to inclusive growth following the devastation

caused by the Coronavirus Disease (COVID-19) pandemic. The Economic Reconstruction and

Recovery Plan aims to build a new economyand unl eash South Africads

overarching goal of the plan is to create a sustainable, resilient and inclusive economy. All these

objectives are linked to the vision of the country set out in the NDP 5.

The objectives of the Plan are to:

1 Create jobs, primarily through aggressive infrastructure investment and

mass employment programmes.

Fight crime and corruption.

= =4 =4 =4

Improve the capability of the State.

Reindustrialise the economy, focusing on growing small businesses.

Accelerate economic reforms to unlock investment and growth.

15 Highlights of the Economic Reconstruction and Recovery Plan, 2020,
https://www.qgov.za/sites/default/files/gcis _documents/Economic%20Recovery%20Plan%20Public

ation_hi ghlights.pdf

16 Building a new economy: Highlights of the Reconstruction and Recovery Plan
https://www.gov.za/sites/default/files/gcis_document/202010/building-new-economy-

highlights- reconstruction-and-recovery-plan.pdf
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The core elements of the Plan are®:

9 Priority interventions for economic recovery: the plan sets out eight priority
interventions that will st r ecogstrustem Sout h
effort. These are the flagship initiatives that all of society will rally around to

build a stronger economy.

1 Enabling conditions for growth: these are the growth-enhancing reforms
and other preconditions for an inclusive, competitive and growing economy.
1 Macroeconomic framework: economic reconstruction and recovery

requires careful mobilisation of resources to ensure fiscal sustainability.

9 Institutional arrangements: the plan focuses on execution and is supported by

enhanced institutional arrangements to ensure implementation and accountability.

The plan targets the primary constraints on growth and employment. These include energy supply,
digital infrastructure, and regulatory and policy barriers that increase costsand create inefficiencies. In
addition, through a major infrastructure programme and a large-scale employment stimulus, the plan
aims to respond to the immediate economic impact of COVID-19, propelling job creation and

expanding support for vulnerable households?®.

Infrastructure Energy Presidential s"::;:‘? c:;?ﬁ:m ki d‘
s invesiment security Employment Stimululs export promoation
Tounsm recaovery The green Food Gender equality and
and growth economy security economic inclusion

MACROECONOMIC FRAMEWORK FOR FISCAL SUSTAINABILITY

Key enablers REGULATORY CHANGES TO ENABLE GROWTH

to restore
growth BUILDING A CAPABLE STATE

ECONOMIC DIPLOMACY AND AFRICAN INTEGRATION

SKILLS DEVELOPMENT

PoliticadnvironmenfSouthAfrica

Divisions within the ruling party are likely to persist. Such divisions typically revolve around land
reform, the mandate of the SARB and the process of reforming state-owned institutions, notably
power utility Eskom and national carrier South African Airways. Although these divisions do not pose

a threat to political stability, this discord will continue to slow policy formation and drive uncertainty
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regarding the direction of state intervention in investment legislation, particularly in the mining,

agriculture and financial services sectors.

In mid-2021 violent protests destroyed large parts of the KwaZulu-Natal province, with Gauteng
similarly affected. The violent protest pronounces political and policy uncertainty along with
perceptions of widespread corruption, which remain significant contributors to the depressed mood of

business and consumers in the country.

The South African political environment is furthermore clouded by corruption, mismanagement,
political intolerance, popular protests, and violence. These problems often slow down economic
development and progress. The South Africa Corruption Index!” show a mediocre index score when
considering that scale anchors used by TradingEconomics to measure the perceived level of public
sector corruption, ranging from 0 (highly corrupt) to 100 (very clean). The Corruption Index in South
Africa is expected to reach 45 points by the end of 2021 based on Trading Economics global macro

models anda n a | expdctatidns.

Overview of the structure of the South African economy

South A f r i polaicaldransition is known as one of the most remarkable political feats of the past
century. The ruling African National Congress (ANC) has driven the policy agenda since 1994 until
August 2016, when the country held the most competitive local government election since 1994, in
which the ANC-lost majority support in four of the metropolitan cities. Political parties negotiated

coalition deals that have left the ANC unseated in Pretoria and Nelson Mandela Bay.

The South African economy is constrained by many structural challenges that have characterized the
South African economic landscape for more than a century. Some of these structural constraints

include the following?®:

Volatile fiscal policy and defensive monetary policy.
1 High levels of poverty, inequality and unemployment, especially within and between
the various population groups in South Africa.

1 Extremely unequal distribution of land and other forms of wealth.

==

Human capital also extremely unequally distributed by within and between
the various population groups in South Africa.

Concentrated and centralised business structure.
Declining mining and agriculture, stagnating manufacturing and rising services sector.

Low levels of innovation and entrepreneurship.

=A =_ = =4

Underperforming small business sector.

17 https://tradingeconomics.com/south-africa/corruption-index
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1 Spatial inequality in urban and rural areas.

The COVID-19 pandemic represents a severe, unexpected and continued exogenous shock to the
South African economy, in a context of already weak economic performance. Prior to the onset of the
pandemic, the economy was stagnating, the rate of unemployment was at its highest level in over a
decade, poverty and inequality remained a great concern, and the fiscal situation was deteriorating
due to lower-than-expected revenue earnings and growing sovereign debt. Persistent electricity
shortages, rising government debt, governance challenges at all tiers of government and policy

uncertainty continue to limit investment and underscores low growth8°,

The COVID-19 pandemic has caused millions of workers to lose their jobs, while the number of
discouraged workers increased. Both local and international fixed and portfolio investments have been
on a downward trajectory before the pandemic, marred by policyuncertainty, and lack of essential

infrastructure. 1°

Regulatory restrictions in many areas area threat to the recovery. Progress on structural reforms has
also been slow mainly due toa lack of political consensus. Stronger growth is needed to place the
government debt trajectory on a sustainable path and to finance large unmet needs in education,

health and social spending®.

Overview of the local macro-economic environment

Economigrowth

During 2020 it is estimated that the South African economy contracted by 7.0% given the significant
direct and indirect impact of the COVID-19 pandemic and subsequent world- wide lockdowns. The
South African economy grew by 1.1% in the first quarter of 2021 (Januaryi March), translating into an
annualised growth rate of 4.6%, following an increaseof 5.8% in the fourth quarter of 2020%*. Despite
recording a third consecutive quarter of positive growth in the first quarter of 2021, the South African
economy is 2.7% smaller than it was in the first quarter of 2020. This level is roughly comparable to
what the economy was producing in the first quarter of 2016 and is 2.7% down from the R782 billion

recorded in the first quarter of 2020%2.

18 http://sascenarios2030.co.za/wp-content/uploads/2018/02/Alan-Hirschl.pdf
19 OECD South Africa Economic Forecast Summary, May 2021,

21 Statistics South Africa, Gross Domestic Product, First Quarter 2021,
http://www.statssa.gov.za/publications/P0441/P04411stQuarter2021.pdf
22 Statistics South Africa, GDP rises in the first quarter of 2021, http://www.statssa.qov.za/?p=14423
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Ihe Impactofthe COVID-19 pandemic in perspective
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The recovery is uneven across sectors though economic activity continues to rebound, influenced by
the growth from a low base. The agricultural sector has already recovered to pre-crisis levels, boosted
by favourable rainfall conditions as well as some growth in the demand for foodstuffs. Mining activity
is also improving, strongly supported by robust foreign demand and increased commodity prices.
However, manufacturing and construction are subdued, affected by low demand, destocking and
persistent bottlenecksto production. The service sector remains impacted, but showing growth in the
levels of tourism, transport and trade. An increase in financial intermediation, auxiliary activities, real
estate activities and other business services has contributed 1.5% to the overall growth rate recorded
in the first quarter of 202123,

Consumaenflation

During the period 2015 to 2021 consumer price inflation outcomes were generally with the
South African target band of 3 to 6%. This resulted to a large extent from robust monetary
policy execution by the South African Reserve Bank during this period as well as the impact
of lower demand due to the COVID-19 pandemic. Headline consumer price inflation moved
broadly sideways near the 3% lower bound of the inflation target range between July 2020
and March 2021, as the acceleration in consumer goods price inflationwas countered by the
slowdown in services price inflation. The latest available inflation figures indicated an annual

average inflation rate of 4.9% in June 202124,
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South African annual consumer price inflation was 4,9%
in June 2021, slightly down from 5,2% in May 2021
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23 Statistics South Africa, Gross Domestic Product, First
Quarter 2021,
http://www.statssa.gov.za/publications/P0441/P04411stQuarter
2021.pdf

24 Statistics South Africa, Consumer Price Index June 2021,
http://www.statssa.gov.za/publications/P0141/P0141June2021.pdf
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Laboudynamics

The recovery in employment has been much weaker than that in economic activity up to the first

guarter of 2021, following the sharp contraction in both employment and outputin the second

quarter of 2020. The number of unemployed persons during the first quarterof 2021 was estimated

at just above 7.2 million in the first quarter of 2021, while the number of discouraged work seekers
increased significantly.ecbmomiddallipynactiheeodiop bru
notably as lockdown restrictions still impeded job-searching activity. As a result, the official
unemployment rate increased marginally from 32.5% in the fourth quarter of 2020 to a new record

high of 32.6% in the first quarterof 2021%.

39,5 million
\L"_)}*| People of working age in South Africa (15— 64 - year olds) |
| Labour force Not Economically Active
[ 222 l| 17,2 million
| million

Employed Unemployed Other NEA
15,0Mm 72mM 34 14,1m

SA's official
unemployment rate
standsal

32,6%

[ Increasedby 0,4 of a percentge
| polot between G4:2020 and G1:2021

The expanded unemployment rate, which includes the discouraged work seekers and those who
did not search for work due to other reasons, increased from 42.6% to 43.2% over the same period.
This implies 11.2 million individuals of working age (15-64 years) that are unemployed. It appears
in this regard from a recently released Ipsos survey that unemployment is 'top of mind' for South
Africans during 2021. A total of 62% of South Africans surveyed indicated that they are concerned
about unemployment. This percentage was the highest in the world compared to all the other

countries surveyed bylpsos during 2021.

25 Statistics South Africa, Quarterly Labour Force Survey Q1 2021,
http://www.statssa.gov.za/publications/P0211/P02111stQuarter2021.pdf
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The number of employed in South Africa doubled from over 7 million in 1996 to over 14 million in

2008. However, job growth has since stagnated, with the number of people employed in 2020

being roughly the same as in 2008. The youth are specifically hardest hit by unemployment.

Estimates show that 63.3% of economically active youth aged 15 to24 are unemployed while

41.3% of the youth aged 25 to 34 are unemployed?®.

Labour market rates by age group, Q12021
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26 Statistics South Africa, Quarterly Labour Force Survey Q1 2021,
http://www.statssa.gov.za/publications/P0211/P02111stQuarter2021.pdf
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Furthermore, an estimated 17% of South Af r i total &mployment is through the informal
economy or so call ednaftdurtrywwits dvierg high anempoyment rate, the
informal sector is a lifeline to countless families who lack formale mp | oy ment . ltds al so
hardest hit sectors by COVID-19 lockdowns and the recent deadly unrest. While informal
businesses typically do not contribute directly to thefiscus through taxes, they provide livelihoods,
employment and income for approximately 1.1 million workers (excluding agriculture). In a country
like South Africa with staggeringly high unemployment and a low labour absorption rate, the
informal sector is essential. It keeps many vulnerable households above the poverty line. Despite
their relevance and importance in the local economy, informal businesses face numerous
challenges. For instance, these enterprises are vulnerable to crime. Entrepreneurs also often
struggle witha lack of general business knowledge and skills. And financial exclusion means
businesseshave little or no access to capital, credit and transactional facilities, mortgage loans,
assetfinance or insurance. But for every business that receives formal funding, there are dozens
of entrepreneurs who remain under the regulatory radar. That means regulators know very little
about the informal economy. As such, the sector is generally overlooked duringpolicy formulation

and often disregarded in strategies.

Forecastifkeyeconomicariables

The following dynamics appear from an economic forecast conducted by the BMR for 20212":

Variable 2020 2021
GrosPomestiProduct -7.0% 3.0%
Househol@onsumptidixpenditure -5.4% 2.5%
RetaillradeSaleGrowttjReal) -6.9% 2.0%
GrosPDomestiExpenditure -9.0% 3.3%
RandDollaExchangRate R16.5 R15.8
PrimdnteresRate 7.0% 7.3%
LongBondRate 9.059 9.9%
Consumd?ricdnflation 3.3% 3.9%
ProducePricdnflation 2.8% 4.3%
CurrenAccounBalancgrowth a%ofGDP 2.2% 0.8%
Grosg-ixedCapitaFormation -17.59 -0.2%

27 BMR Research Report no 5111 Macroeconomic and retail trade forecast for South Africa, 2021
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The South African business landscape

Businessonfidence

After declining by five points in the first quarter, the RMB/BER Business Confidence Index (BCI)
for South Africa jumped by 15 to 50 points in the second quarter. This means that thenumber of
respondents satisfied with prevailing business conditions now equal those thatare unsatisfied.
Confidence rebounded especially in the manufacturing, retail trade and motor trade sectors, while
improving marginally among building contractors and the wholesale trade sector. The rebound in
the BCI thus far has mainly been driven by consumer-sensitive sectors, while confidence in

sectors linked to the supply-side of the economy remains distinctly lower?,

RMB/BER Business Confidence Index, 1994-2021
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Businessgulnerability

Business vulnerability refers to the state of weakness that allows threats to compromise the value
of business. Vulnerability can be divided into four different categories: physical, operational,
personnel, and technical. In short, a threat may exist, but if there are no vulnerabilities for the
threat to exploit, then there would be no risk?®. The Allianz BusinessBarometer 2021 identified ten
most important global business risks for 2021 singling out business interruption, pandemic
outbreak, and cyber incidents as the most critical top three, also applicable to Africa and the
Middle East®

28 RMB/BER Business Confidence Index 2021Q2, press release,
https://www.ber.ac.za/BER%20Documents/BER-press-
release/?doctypeid=1068&year=2021#14257

29 Jra Winkler & Araceli Treu Gomes, 2017, Advanced Persistent Security, pp 89-103
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At a national level the BMR results of the macroeconomic and retail trade sales study revealed
significant business vulnerability in terms of market shares of the different types of retailers between
2011 and 2020 in constant 2012 prices®'. The data shows that the highest level of market share
vulnerability was realised in outlets that operate in the,all other retailers category, dealing in amongst
others stationary, jewellery, sports and entertainment requisites followed by clothing and footwear in
addition to food, beverages&tobacco.

30 Allianz Global Corporate & Specialty, 2021, https://www.allianz-
africa.com/en_GB/press-and-media/barometer-risk-2021-allianz.html
31 BMR Research Report no 5117 Macroeconomic and retail trade forecast for South Africa, 2021
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A similar trend of business vulnerability is forecast in the areas of retail tradesales growth rates and
final consumption expenditure incurred at retail outlets during 2021 as a function of amongst others
persistent high-level lockdowns declared by government in the fight against the spread of emerging
COVID-19 variants.
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The B M R ®ussiness Research Unit annually undertakes a study to estimate the size of the South
African formal business sector. The study measures and publishes the size of the sector based
on the number of businesses by sector, size and provincial distribution. The results for 2021
reveal that the total number of businesses has been on a steady decline in since 2017 spurred
by several variables including the persistent slow economic growth,decline in commaodity prices,
the incessant drought and sovereign credit rating down grade exacerbated by the impact of
COVID-19 during 2020.

It is projected that post the 2020 mega slump, the South Africa economy will begin to register a
turnaround in the number of businesses though from a very low base and still below the numbers
registered during 2017. All sectors are impacted with the top five hardest hit being, manufacturing,
mining and quarrying, wholesale and retail trade, catering and accommodation, financial
intermediation, insurance, real estate and business services as well as community, social and
personal services. The small (0-4 employees) and medium (5-49 employees) sized businesses
also manifested a higher vulnerability than larger (50 and more employees) businesses.
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Estimation and Forecast of South Africa Business Vulnerability (2015-2021)
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Theeaseofdoingousiness

The Ease of doing business index ranks countries against each other based on how the regulatory
environment is conducive to business operation stronger protections of property rights.
Economies with a high rank (1 to 20) have simpler and more friendly regulations for businesses.
South Africa is ranked 84" among 190 economies in the ease of doing business, according to the
2020 World Bank annual ratings®2.

South Africa recorded a score of 67.0 points in the ease of doing business index, a slight
improvement from 66.7 points in 2019, implying that the economy was 33 percentage points away
from the best regulatory performance constructed across all economies andacross time. The
country had one of the best business environments in Africa. In particular,the attractiveness of
South Africa was high in terms of protecting minority investors, which ranked 13" compared to the
other countries. Based on index scores, resolving insolvency was highlighted as the main
obstacle for firms operating in South Africa as this score was the lowest. The index score

measuring enforcing contracts showed the largest improvement compared to 2019.

32 World Bank Doing Business 2020, Economy profile: South Africa,
https://www.doingbusiness.org/content/dam/doingBusiness/country/s/south-

africa/ZAF.pdf
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The South African Consumer

Household consumption is the single largest contributor to economic activity in South Africa from
the expenditure side. As such, the financial health of households and confidence in their
prospects are of critical importance. This section elaborates on the realities of South African

consumers.

Qualityflife

South Africans display resilience and in the general sense, have a positive perception of their
quality of life, health and circumstances. The pandemic is however impacting p e o p mentals
health. The significant challenges that impact quality of life in South Africaare primarily economic
and infrastructural. In June 2021, the DSI-NRF Centre of Excellencein Human Development at the
University of the Witwatersrand, conducted a snap online survey of 1 000 South Africans across
the country, aged between 18 and 55 years, exploring various topical issues impacting quality of

life in South Africa®.

Overall, half of participants (53%) indicated that their quality of life was good or very good. Purpose,
self-esteem, living space, energy, enjoyment, social support (family and friends) and critical
services that are functional (health services) are important enhancers of quality of life. Half of the
people surveyed reported not having sufficient money for their needs (48%). A quarter of
respondents reported concern around safety in their daily life (23%) and only 35% reported feeling

How would you rate your overall quality of life? safe. Those respondents with greater
economic pressures (less education,
unemployment or concern around job
| ® ery poor security, less disposable income, a
greater number of adults living at
home or a greater number of children

at home) reported poorer overall

quality of life.

33 DSI-NRF Centre of Excellence in Human Development, Report 3: Quality of life in
South Africa, https://www.wits.ac.za/media/wits-university/research/coe-
human/documents/CoE- HUMANQualityoflifeinSAReport.pdf
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Distributioof SouthA f r popudatios

The population of South Africa was estimated to be 60.14 million at mid-year 2021, an increase
of about 604 281 (or 1.01%) since mid-year 2020%. South Africa is termed a demographically
youthful population, with a median age (50/50 split) of 28 years. Childrenand youth (those below
34 years) make up a total of 37.6 million individuals, which is more than half of the estimated

population.

SA median age is 28 years
\

Elderly 60+
)
Children D-14 Youth 15-34 Adults 35-59
17,0M 20,6M 17.0M - -

The majority of the population reside in Gauteng (26.3%), followed by KwaZulu-Natal (19.1%)
and Western Cape (11.8%). It should be noted that the five metro areas (Tshwane,Johannesburg,

Ekurhuleni, Cape Town and Ethekwini) are situated in these three provinces.

15,8M

11,5M

59M

7,1M 67M
h‘ a 41M
W 2.9M @

34 Statistics South Africa, Mid-year population estimates 2021,
http://www.statssa.gov.za/?page _id=1854&PPN=P0302&SCH=72983

38



http://www.statssa.gov.za/?page_id=1854&PPN=P0302&SCH=72983

The 2021 mid-year population estimates show that the COVID-19 pandemic impacted mortality
and migration in the country since the start of the pandemic. Life expectancy at birth for males
declined from 62.4 years in 2020 to 59.3 years in 2021 (3.1 years drop) andfrom 68.4 years in
2020 to 64.6 years for females (3.8 years drop). Furthermore, there has been a marked reduction
in international migration, which is indicative of the COVID-19 travel restrictions globally over the

past 16 months.

Financidlealtrofconsumers

South Africa is regarded as the wealthiest country in Africa. South Africa is home to over twice
as many dollar millionaires (HNWIs) as any other African country, estimated at36 500
individuals, and furthermore is estimated to have 1 930 multi-dollar-millionaires and 5 dollar-
billionaires. But despite this, total wealth has decreased over the past decade by 25% when
measured in US Dollar terms®. This was due to depreciation of the local currency, local business
closures, poor returns on the JSE, emigration of the wealthy people and slow growth in the
property market. Apart from the human cost, COVID-19 has also had a severe economic impact
on the wealth of consumers. The fact that the average South African is becoming poorer in real
terms is also evident when considering the declining trend in real GDP per capita. Since 2014 the
real GDP per capita decreased by between 0.1% and 1% each year, but were significantly
impacted during 2020.

South African Poverty lines are important tools that allow for the statistical reporting of poverty
levels and patterns, as well as the planning, monitoring and evaluation of poverty reduction
programmes and policies. In developing the national poverty lines, Statistics South Africa used
an internationally recognised approach, namely the cost-of-basic-needsapproach, which links
welfare to the consumption of goods and services. Statistics South Africa revised the national
poverty lines during 2020 due to changes in the cost of living. The poverty line values are
benchmarked to household expenditure data sourced from the Income and Expenditure Survey
(IES) 2010/2011. The latest inflation-adjusted national poverty lines for 2020 in per person per
month terms are®:
1 Food poverty line T R585 (in April 2020 prices) per person per month (This
refers to the amount of money that an individual will need to afford the minimum
required daily energy intake. This is also commonly referredtoast he fiextr e me

poverty line).

35 AfrAsia Africa Wealth report 2021, https://e.issuu.com/embed.html?u=newworldwealth&d=africa_ 2021
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1 Lower-bound poverty line T R840 (in April 2020 prices) per person per month
(This refers to the food poverty line plus the average amount derived from non-
food itemsof households whose total expenditure is equal to the food poverty
line).

1 Upper-bound poverty line 7 R1 268 (in April 2020 prices) per person per month
(This refers to the food poverty line plus the average amount derived from non-
food itemsof households whose food expenditure is equal to the food poverty

line).

Children experience poverty very differently from adults because they have to depend onothers
to meet their needs. They rarely have control over household finances and they usual | y dono
have the power to make decisions for their day-to-day lives. As such, child poverty needs to be
measured differently from the rest of the population. According to areport released during 2020
by Statistics South Africa, Child poverty in South Africa: A Multiple Overlapping Deprivation
Analysis, more than 6 out of 10 (62,1%) children aged 0i 17 years were multidimensionally poor
in 2015. A child is said to be multidimensionallypoor when they are living in households where
they are deprived of at least three out of seven dimensions of poverty (Health, Housing, Nutrition,
Protection, Education, Information, Water and Sanitation). The three main contributors to the
state of poverty of children between 0-4 years were housing circumstances, water, sanitation and
waste disposal and health circumstances. For children between 5-17 years the main contributors

were education, housing circumstances and water, sanitation and waste disposal®’.

36 Statistics South Africa, National Poverty Lines 2020,
http://www.statssa.gov.za/publications/P03101/P031012020.pdf
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Consumptia@xpenditure

Household final consumption expenditure increased at an annualised rate of 4.7% in the first
guarter of 2021, mainly caused by increased expenditure on clothing and footwear, miscellaneous
goods and services (specifically include insurance-related products, as wellas retail goods such
as electrical appliances, jewellery and other personal effects), and furnishings, household
equipment and maintenance. The highest growth rates were seenin durable and semi-durable
goods and the largest contributors to growth were expenditures on durables goods and

services.®
Howusehold final conswumplion expenditure by purpose
1
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37 Statistics South Africa, Child poverty in South Africa: A Multiple Overlapping Deprivation
Analysis, http://www.statssa.gov.za/publications/03-10-22/03-10-22June2020.pdf

38 Statistics South Africa, Gross Domestic Product, First Quarter 2021,
http://www.statssa.gov.za/publications/P0441/P04411stQuarter2021.pdf
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Consumeamonfidence

Consumer confidence deteriorated over the past few years, but was further negatively impacted
during 2020. The FNB/BER consumer confidence index (CCI) for South Africa decreased to -13
in the second quarter of 2021 from -9 in the previous period, as consumers held back on big-
ticket purchases amid signs that the country’'s economic recovery is failing to accelerate. A string
of negative developments in all likelihood knocked the confidence levels of less affluent
consumers, including soaring food and fuel prices, the onset of a third wave of COVID-19
infections and the feeble recovery in low- skilled employment. The decline in the CCI during the
second quarter of 2021 can therefore be ascribed to a deterioration in the economic outlook and
the time-to-buy durable goods sub-indices of the index. From an income group perspective, the
decline inthe overall CCl can largely be attributed to a major deterioration in the confidence levels
of low-income households (earning less than R 2 500 per month) as these households werevery
pessimistic about the outlook for the economy and no longer expect their householdfinances to

improve over the next year®®,

FNB/BER Consumer Confidencs Index (net balance), 1994-2021
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Sociahssistance

As the number of people employed declines and the population grows, there is increased
dependency on the state in the form of social grants. Since 2010, the number of social grants has
been greater than the number of employed people. According to SASSA there were 18 336 362
social grants paid to 11 405 022 beneficiaries as at the end of March 20214°. Based on province,

the largest number of grants are paid to recipients residing in KwaZulu-Natal (22.1

39 ENB/BER Consumer Confidence Index 2021Q2, press release, https://www.ber.ac.za/BER%20Documents/BER-

press-release/?doctypeid=1068&year=2021#14257
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%), followed by the Eastern Cape (15.5%) and Gauteng (15.4%). Child support grants are those
requested the most, making up 70.5% of all social grants that are paid per month. This is followed
by old age grants that constitute a further 20.2% of the total number of social grants*?.

Social grants and number of people employed, 1996/97-2019/20
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Literacandnumeracy

The latest findings of the Trends in International Mathematics and Science Study (2019) show
that just over a third (37%) of South African grade 5 learners demonstrated that theyhad acquired
basic mathematical knowledge, and 28% had acquired basic science knowledge®. Likewise,
41% of grade 9 mathematics learners demonstrated that they had acquired basic mathematical
knowledge and 36% of science learners had acquired basic science knowledge. Of the 39
countries that participated in the Grade 8 TIMSS 2019, South Africa continued to attain lower

mathematics and science achievements.

40 SASSA Report on Social Assistance March 2021,
https://www.sassa.gov.za/statistical- reports/Documents/March%202021%20-
%20Report%200n%20Social%20Assistance.pdf

41 https://businesstech.co.za/news/government/455406/the-shocking-state-of-maths-and-
science- education-in-south-africa/
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The number and percentage of people in the population aged 20 and older who have not
completed grade 7 and above by gender during 2009 and 2019 are shown in the table below*.
In 2019, the South African adult illiteracy rate was 12.1%, reflecting a significantimprovement of
7.1 percentage points over the past decade. Despite this improvement, itis striking that 4.4 million
adults in South Africa are still illiterate. South A f r i iliteracygate does not differ substantially

from the global average of 14% and therefore remains amatter of concern.

Male 2480923 43.2% 17.4% 2046 127 46.3% 11.6%

Female 3265779 56.8% 20.9% 2375457 53.7% 12.5%

Total 5746 702 100.0% 19.2% 4421584 100.0% 12.1%
Source: General Household Survey (GHS). Statistics South Africa

42 Department of Higher Education, Fact Sheet: Adult illiteracy in South Africa, March 2021,
https://www.dhet.gov.za/Planning%20Monitoring%20and%20Evaluation%20Coordination/Fact%20Sheet
%200n%20Adult%20llliteracy%20in%20South%20Africa%20-%20March%202021.pdf
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Thechallengefsubstancabuse

According to the United Nations Office on Drugs and Crime drug use persists and, in some
contexts, proliferates worldwide. Over the past year, around 275 million people have useddrugs,
up by 22% from 2010. By 2030, demographic factors project the number of people using drugs to
rise by 11% around the world, and as much as 40% in Africa alone. Moreover, the COVID-19
crisis has pushed more than 100 million people into extreme poverty, and has greatly exacerbated
unemployment and inequalities, as the world lost 114 million jobs in 2020. In doing, so it has
created conditions that leave more people susceptible to drug use and to engaging in illicit crop
cultivation. Drug traffickers have quickly recovered from the initial setback caused by lockdown
restrictions and are operating at pre-pandemic levels once again. Access to drugs has also
become simpler than ever with online sales, and major drug markets on the dark web are now
worth some $315 million annually. Contactless drug transactions, such as through the malil, are

also onthe rise, a trend possibly accelerated by the pandemic*3.
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43 United Nations World Drug Report 2021,
https://www.unodc.org/unodc/en/data-and-analysis/wdr2021.html
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Also, due to the rapid pace of change in the economic and social sphere and prevailing political
instability in many African countries, alcohol and other psychoactive substance use and related
problems are becoming major public health concerns. Substance abuse isa major challenge for
many South Africans and a growing problem in the country. According to the World Drug Report
by the United Nations, 4% of the South African population are considered frequent drug users.
Whilst the World Health Organisation , ranked South Africa as the third-largest drinking nation in
Africa and one of the top 20 leading drinking nations in the world**. Whereas cannabis (dagga),
cocaine, methamphetamine (tik), and heroin are some of the most frequently used substances,
South Africa is battling the use of emerging new concoctions, such as Nyaope, increasing abuse
of legal over-the-counter and prescription medications, and a notable increase in the levels of

substance use among young people.

The youth represent a large proportion of the South African population and can be considered
particularly vulnerable to substance abuse. The most recent study conducted by the Youth
Research Unit of the Bureau of Market Research (Pty) Ltd, investigating substance abuse among
South African youth (aged 13 to 18 years) found that approximately 18.4% of young people
personally used drugs and a staggering 67.3%personally consumed alcohol*®. Research studies
identified factors such as high levels of unemployment, lack of effective mentorship, lack of family
values, poor parenting guidance, and loss of hope for the future notable contribute among young
South Africansto substance abuse®. Substance abuse, in all its forms, is a massive problem that
creates serious health, social, and economic problems for the country, and much is needed to be

done to understand and respond to the problem.

44 Global Status Report on Alcohol and Health (2018).
https://www.who.int/publications/i/item/9789241565639

45 Substance Abuse among Secondary School Learners in Gauteng. Report No. 480 (2017).

Youth ResearchUnit. Bureau of Market Research. University of South Africa.

46 Mbandlwa, Z & Dorasamy N (2020). The impact of substance abuse in South Africa: a case of
informal settlement communities. Journal of Critical Reviews.
https://www.researchgate.net/publication/343280262_ The_impact_of substance_abuse_in_South_Afri
ca_a case of informal settlement _communities
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The socio-economic impacts of COVID-19

Three main transmission channels through which the effects of the pandemic feed into the
economy in the short term are international trade markets, domestic demand, and domestic
supply channels. The International Monetary Fund (IMF)*’ presented the channels via a
schematic framework portraying the real economy, the financial system and the resultant vicious
macro-financial feedback.
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With reference to international trade markets, the pandemic slowed down world trade activities
affecting imports and exports. Regarding the domestic demand side, the variousmeasures put in
place by government reduced domestic demand considerably. Consumer prices slowed down
during 2020 and 2021 due to suppressed aggregate demand in the economy while on the
domestic supply side, the productivity of both capital and labour were reduced due to the

pandemic.

There arerelative i wi n raedriid & saenong the sectors as a result of the pandemic:

47 IMF, Macro financial Considerations for Assessing the Impacts of the COVID 19
Pandemic, 2020, https://www.imf.org/~/media/Files/Publications/covid19-special-
notes/enspecial-series-on- covidl9macrofinancial-considerations-for-assessing-the-
impact-of-the-covid19-pan.ashx
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1 The winning sectors are those designated as essential, including the health
sector, thefood and agriculture sector, financial and insurance service sectors
and telecommunication services sector.

1 The losing sectors include textiles, glass products, footwear, education
services, catering and accommodation (which includes tourism as per the
United Nations System of National Accounts classification), beverages and

tobacco sectors.

Furthermore, income inequality increased due to the pandemic, exacerbating the alreadyhigh-
income distribution disparities i n $rogessiowasdsr i c a,
attaining targets under the Sustainable Development Goals particularlyregarding poverty, health,

education, employment and inequalities.

The microeconomic analysis conducted by the United Nations in South Africa*® on the impact of
COVID-19 show that households are affected by changes in employment and the employment
situation with large-scale implications for entry and exit from poverty. From the observed impact
on households in the past based on COVID-19 type events, the results show that households that
showed a decrease in the number of workers have the highest odds of exiting the middle class
and falling into poverty, at about 4.5 times odds for each household member that becomes
unemployed. Similarly, a temporary fall in income has one of the second highest odds ratios of
falling into poverty with 1.5 odds. Female-headed households are highly vulnerable and more

likely to fall into poverty.

The UN macroeconomic results show that in both their COVID-19 pessimistic and optimistic
scenarios there is a reduction in real GDP in 2020 7 and GDP levels do not catchup to 2019 levels
even by 2024. The fall in GDP in the pessimistic scenarios is markedly sharp in 2020 but begins
to recover towards 2021 as the economy starts opening. As per the assumption, the impact of
the optimistic scenario is generally milder than in the pessimistic scenario. The rate at which GDP
recovers is spurred by forced savings during the lockdown as well as the gradual opening of the

economy.

48 UNDP, COVID-19 in South Africa: Socio-Economic Impact

Assessment 2020.

https://www.undp.org/content/dam/south africa/docs/Reports/UNDP%

20-
%20Socioeconomic%20Iimpact%20Assessment%20Socioeconomic%20Impact%20Assessment%202
020_FIN AL.pdf

48


https://www.undp.org/content/dam/south_africa/docs/Reports/UNDP%20-%20Socioeconomic%20Impact%20Assessment%20Socioeconomic%20Impact%20Assessment%202020_FINAL.pdf
https://www.undp.org/content/dam/south_africa/docs/Reports/UNDP%20-%20Socioeconomic%20Impact%20Assessment%20Socioeconomic%20Impact%20Assessment%202020_FINAL.pdf
https://www.undp.org/content/dam/south_africa/docs/Reports/UNDP%20-%20Socioeconomic%20Impact%20Assessment%20Socioeconomic%20Impact%20Assessment%202020_FINAL.pdf
https://www.undp.org/content/dam/south_africa/docs/Reports/UNDP%20-%20Socioeconomic%20Impact%20Assessment%20Socioeconomic%20Impact%20Assessment%202020_FINAL.pdf
https://www.undp.org/content/dam/south_africa/docs/Reports/UNDP%20-%20Socioeconomic%20Impact%20Assessment%20Socioeconomic%20Impact%20Assessment%202020_FINAL.pdf

The results indicate that unemployment increases across all skill categories in 2020 and 2021,
though the increaseis steeper for the unskilled. After that, unemployment begins to decline for

skilled categories.

Thus, the effects of the COVID-19 pandemic led to an increase in unemployment, primarilydriven
by GDP growth contraction. However, the unemployment effects are disproportionately felt as the
burden lies on the workers with lower education levels, who primarily occupy unskilled jobs. These
workers tend to be more represented in the sectorsdesignated as non-essential. Because of this,
the real incomes of the workers with lower education levels fall, while those of the workers with
completed secondary education andtertiary education increases. In the case of Public Sector
workers COVID-19 had a limited impact with respect to worker's job security but a large-scale
impact on their incomes as they received no general wage increases during 2020 and will only

be receiving a 1.5% increase during 2021.

The results of these macroeconomic effects are used to assess the implications on povertyand
inequality by transferring them onto a microsimulation model. Poverty increases both at the upper
and lower poverty lines. Furthermore, the results show that female-headed households,
particularly the poorest female-headed households, are more negatively impacted by the
pandemic than other households. This image also applies to extreme poverty (hunger), a sign of
the worsening of conditions regarding SDG goals 1 and 2. If nothing is done by the authorities
that specifically target these groups, the progress towards attaining SDG 1 and 2 by 2030 would,
at the very least, be stalled considerably. The findings further suggest that policy interventions
need to pay special attention to female-headed households, particularly those in the poorest

categories.

Focusing on income inequality, the findings are that inequality increases. This is largely because
the incomes of the non-poor are hardly impacted while those of the poor fall i since less educated
populations work predominately in sectors designated as non- essential and thus, are closed
during lockdown with slow recovery post-lockdown. On theother hand, higher educated workers
generally continue to work and earn an income during the lockdown. This result gives further

credence to interventions that are differentiated according to skill and poverty levels.

Across sectors, the results indicate that not all sectors were affected equally. Textiles, glass
products, footwear, education services, catering, accommodation, beverages, and tobacco
sectors suffer more than other sectors. Sectors that are hardest hit might need special
consideration from government relief and stimulus for them to recover. Government interventions

could pay particular attention to the sectors that are losing aswell as the types of workers hardest
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hit in these sectors.

Annual GDP Growth Under Various Scenarios (%)*°

| Makse || Wowsduses || Wcom

25 ‘. 22 26
1212 15 's! 15 15 15

Private Final Consumption, Average Annual Variation (%)

Pediod Business as Usual COVID Optimistic COVID Pessimistic

5 ) |
2020 | 15 | 15 | 15 | 15 | -88 ] 229 | -43 | 159| n3 | 237 | 59 | 194
2021 | 15 | 15 | 15 | 15 | 26 | 41 | 25 | 24 | 23 | 39 | 29 | 13
2022 | 16 | 16 | 16 | 15 | 38| 26 | 36 | 40 | 40 | 49 | 35 | 41
2023 | 15 | 15 | 16 | 15 | 33| 25 | 33 | 35 | 49 | 34 | 46 | 55
2024 | 15 | 15 | 16 | 15 |30 | 24 | 31 | 31 | 44 | 31 | 42 | 48

49 UNDP, COVID-19 in South Africa: Socioeconomic Impact

Assessment 2020,

https://www.undp.org/content/dam/south_africa/docs/Reports/UNDP%

20-
%20Socioeconomic%20Impact%20Assessment%20Socioeconomic%20Impact%20Assessment%
202020 FIN AL.pdf
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GDP Growth Decomposition by Sector, Average Annual Variation (%) %2

Business as Usual COVID Optimistic COVID Pessimistic
Period Agri- Industry Pub‘lic Pﬁv?te Agri- Pm?te Agri- > Priv?te
culture Services | Services | culture Services | culture Services
2019 0.9 0.8 26 1.0 0.9 0.8 26 1.0 0.9 0.8 26 1.0
2020 11 1.2 27 1.3 53 -0.5 4.6 -1.8 6.0 -27 4.8 -47
2021 1.0 12 27 1.3 3.2 24 28 22 5.2 1.2 29 0.9
2022 1.0 1.2 27 1.3 31 26 27 24 6.3 41 28 38
2023 1.0 12 27 1.3 3.0 2.6 27 22 52 34 27 31
2024 0.9 1.2 27 1.3 238 2.5 27 2.2 4.5 34 27 3.0

Unemployment Rate (official definition) under Various Scenarios (%) %2

| M Business Usual || M coviooptimistc | W COVIDPessimistic |

y3 283
" 278
278

271 271 27 7

Household Gross Income, Percentage Variation®?

292
288

Gross Income Consumer Price Index (CPI) Gross Income deflated by CPI

Business COoVID CoviD Business COVID Business COVID

as Usual | Optimistic | Pessimistic | as Usual | Optimistic | Pessimistic | as Usual | Optimistic | Pessimistic
2019 1.0 1.0 1.0 -0.2 -0.2 -0.2 1.2 1.2 12
2020 11 1.5 11 -0.2 -1.9 -1.8 1.2 35 3.0
2021 11 21 29 -01 -1.0 -09 1.2 31 39
2022 1.2 2.0 31 -01 -0.6 -1.0 1.2 26 4.2
2023 12 1.9 24 -01 -0.4 -0.8 12 23 33
2024 1.2 1.8 24 -01 -0.3 -0.6 1.2 2.2 3.0

Change in Household Employment Income, Real Terms (%) 52

Business as Usual COVID Optimistic COVID Pessimistic
M S M S M S
2019 15 1.6 2.0 14 1.5 1.6 20 14 1.5 1.6 20 1.4
2020 1.5 1.6 19 13 0.2 0.4 27 3.9 -07 -05 2.0 28
2021 133 16 19 13 24 26 32 4.0 24 25 28 33
2022 1.5 1.6 1.8 1.3 23 25 3.0 35 33 33 37 47
2023 14 15 18 1.3 21 2.2 27 3.0 29 3.0 35 4.4
2024 14 1.5 18 1.3 1.9 21 25 27 2.6 238 32 3.9
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Foodnsecurityntensifiedy COVIEL9

Poverty and inequality are the underlying structural causes of food insecurity and malnutrition in
all its forms. Thus, the discussion of poverty (also part of SDG 2) will be incomplete without
additional analysis on food security, especially when considering that the COVID-19 pandemic
has made it significantly more challenging to address the global food security and nutrition
situation. Conflict, climate variability and extremes, and economic slowdowns and downturns (now
exacerbated by COVID-19 pandemic) and high-income inequality are major drivers of food

insecurity and malnutrition.

In 2020, almost all low- and middle-income countries were affected by pandemic-induced
economic downturns, and the increase in their number of undernourished (defined as thecondition
of an individual whose habitual food consumption is insufficient to provide, on average, the
amount of dietary energy required to maintain a normal, active and healthylife) was more than
five times greater than the highest increase in undernourishment in the last two decades®. When
those countries were also affected by other drivers, particularly climate-related disasters, conflict,

or a combination, the largest increase in undernourishment was seen in Africa.

World hunger increased in 2020 under the shadow of the COVID-19 pandemic. After remaining
virtually unchanged for five years, the prevalence of undernourishment (PoU) increased 1.5
percentage points in just one year T reaching a level of around 9.9%, heightening the
challenge of achieving the Zero Hunger target by 2030. More than one- third of the wor | d 6 s

undernourished are found in Africa (282 million).

50

1 Data for stunting, wasting and overweight are based on UNICEF, WHO & World Bank.
2021. UNICEF-WHO-World Bank: Joint child malnutrition estimates - Levels and trends
(2021 edition). https://data.unicef.org/resources/jme-report-2021 ,
www.who.int/data/gho/data/themes/topics/jointchild-malnutrition-estimates-unicef-who-wb |,
https://datatopics.worldbank.org/child-malnutrition ;

91 Data for exclusive breastfeeding are based on UNICEF. 2020. UNICEF Global Database
on Infant andYoung Child Feeding. https://data.unicef.org/topic/nutrition/infant-and-young-
child-feeding

1 Data for anaemia are based on WHO Global Health Observatory
www.who.int/data/gho/data/themes/topics/anaemia_in_women_and_childr
en

1 Data for adult obesity are based on WHO Global Health Observatory
www.who.int/data/gho/data/indicators/ indicator-details/GHO/prevalence-of-obesity-among-
adults-bmi-=-30-(age-standardized-estimate)-(-)

91 Data for low birthweight are based on UNICEF & WHO. 2019. UNICEF-WHO Low
Birthweight Estimates: Levels and trends 20001 2015
https://data.unicef.org/resources/lowbirthweight-report-2019
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https://data.unicef.org/resources/lowbirthweight-report-2019
https://data.unicef.org/resources/lowbirthweight-report-2019
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Compared with 2019, about 46 million more people in Africa were affected by hunger in 2020.
New projections confirm that hunger will not be eradicated by 2030 unless bold actions are taken
to accelerate progress, especially actions to address inequality in accessto food. All other things
constant, around 660 million people may still face hunger in 2030in part due to lasting effects of
the pandemic on global food security. Globally, malnutrition in all its forms also remains a

challenge.

PERCENTAGE
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Although, it is not yet possible to fully account for the impact of the COVID-19 pandemic due to
data limitations, in 2020 it is estimated that 22.0% (149.2 million) of children under5 years of age
were affected by stunting ( defined as being t oo (454mdlion) wefeor o n e (
suffering from wasting (a life-threatening condition resulting from poor nutrient intake and frequent
or prolonged illnesses) and 5.7% (38.9 million) were overweight. The actual figures, particularly
for stunting and wasting, are expected to be higher due to the effects of the pandemic. Globally,
malnutrition in all its forms also remains a challenge. Although, it is not yet possible to fully
account for the impact of the COVID-19 pandemic due to data limitations, in 2020 it is estimated
that 22.0% (149.2 million) of children under 5 years of age were affected by stunting, 6.7% (45.4
million) were suffering from wasting and 5.7% (38.9 million) were overweight. The actual figures,

particularly for stunting and wasting, are expected to be higher due to the effects of the pandemic.
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Although the effects of the COVID-19 pandemic had minimal impacts on the agriculture and food
sectors in South Africa, househol dsé food secur it ytheclackdowint i ons
measures that caused widespread job and income losses. Consequently, food insecurity
worsened due to a decrease i n hoquanttibsoof riusitibusa bi | i t

foods.

LOW BIRTHWEIGHT

PREVALENCE OF
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2 2018-20  2020° 2 20200 2 2020° 2012 2016 2019
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South Africs 34 65 18.0 193 429 449 34 236 232 128 129 261 283 284 305 na 316 143 142

According to the latest Integrated Food Security Phase Classification (IPC) analysis for the

country, an estimated 11.8 million people faced high levels of acute food insecurity between

January and March 20215, A large proportion of the South African population will likely need
urgent action to reduce food gaps detenaating foodt e c t I
security is mainly driven by the COVID-19 pandemic and mitigation measures as well as high

food prices, drought and economic decline.

i w i, Epeopie %, Ipeople M *
Eastem Cape Q766725 FAEEES S 2017080 1344950 20
Free State 2868092 1,334278 47 Q57 080 577624 20
Gauteng 15960660 7765434 49 55334817 2651 608
KwaZulu-Natal 11212892 SpH064s6 SO 2824303 25
Limpopo 5866956 3520074 & | Li7339) 0
Mpumalanga 4301 8726 2641008 55 1 A40 548 15
Narth West 4,127,023 2063512 S0 1,031,756 i
Nothem Cape 1.336332 668166 SO 467,716 200450
Western Cape 71830096 2962518 41 2916826 1,303753: 18
Grand Total 60,124,502 29,966,227 50 18362327 11,795943 20

51 IPC, South Africa: Impact of COVID-19 on food security
http://www.ipcinfo.org/fileadmin/user upload/ipcinfo/docs/IPC _South Africa_ AcuteFoodIinsec 2020Nov
2021Mar_ Report.pdf
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Projected Situation January - March 2021

Key for the Map

IPC Acute Food Insecurity Phase Classification
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Thecivilsocietgcosystem

From a sector-specific viewpoint and reflecting on those sectors relevant to the National
Lotteries Commission (NLC) funding programmes, a closer focus on Civil Society
Organisations (CSOs) is important. The definition of civil society includes the wide array of
non-governmental and not for profit organizations that have a presence in public life, express
the interests and values of their members and others, based on ethical, cultural, political,
scientific, religious or philanthropic considerations.5? Another all-encompassing description
of civil society organisations (CSOs)>3 includes those who provide social and welfare services
aimed at young children (through early childhood development centres);women and families
affected by domestic violence; vulnerable groups including the elderly, people with

disabilities, youth, orphans and children; and animal welfare.

52 https://www.worldbank.org/en/about/partners/civil-society/overview.
53 Johns Hopkins Univerity and Medicine. 2020. Corona Virus Resource Center. [Online]. Available:
https://coronavirus.jhu.edul/.
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From an environmental scanning perspective an analysis of this often referredto asthe 6 6t hi r d

sector6d6 of the economy after t he pr i vsotiey
ecosystem is primarily being transformed and re-directed by the response of CSOstowards the
economic and social impact of the COVID-19 pandemic. Ever since March 2020, COVID-19 has
been molding the notable vulnerability displayed in the local and international social fabric. This
pronunciation confirms the critical role that the civil society must continue to play during the global
pandemic and economic recovery. This challenge seems especially significant when considering
initial business response during the first wave of COVID-19 revealing predictions of lower turnover
(85.4%), temporary closure or paused trading activity (46.4%), decreases in workforce size
(36.8%) and low business confidence in the sustainability of financial resources to continue
operations throughout the COVID-19 pandemic®. Also, with a specific focus on the immediate
impactof COVID-19 on the African Civil Society Organisations (CSOSs) in particular, research
evidence from the @AfricanNGOs and EPIC-Africa survey conducted among 1000 CSOs from
44 African countries from April and mid-May 2020 indicated that the impact experienced by CSOs

during the first wave of COVID-19 was rapid, widespread, and destabilising.%®

Impact of COVID-19 on African civil society organisations (CSOs)>%®

98 per cent of CSO respondents confirmed that they had been adversely affected.

56 per cent has already experienced a loss of funding.

66 per cent expect to lose funding in the next three to six months.

Half already introduced measures to reduce costs because of the loss of funding, or the

uncertaintyabout future funding.

U 78 per cent of CSO respondents indicated that COVID-19 would have a devastating
impact on thesustainability of many CSOs.

U About 85 per cent of respondents confirmed that they were not prepared to cope with the
disruptioncaused by the pandemic.

U Some 70 per cent had to reduce or cancel their operations and 55 per cent expect this to
continue over the next three to six months.

U 72 per cent believed that governments had failed to recognise and utilise local C S O skills,

experience,

and networks in resnonse to COVID-19

[t eI el ]

54 SA Gov News Agency. 2020. WHO declares Coronavirus a global

pandemic. https://www.sanews.gov.za/south-africa/who-declares-coronavirus-
global-pandemic. % Stats SA. 2020. Business impact survey of the COVID-19

pandemic in South Africa.
http://www.statssa.gov.za/publications/Report-00-80-01/Report-00-80-01April2020.pdf
56@AfricanNGOs and EPIC-Africa. 2020. The Impact of COVID-19 on African Civil Society
Organisations 7 Challenges, Responses and Opportunity.
https://resourcecentre.savethechildren.net/node/17854/pdf/theimpactofcovid-
19onafricancivilsocietyorganizations.pdf
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Since the first impact studies on COVID-19, the number of COVID-19 cases in Africa hit a record
high in July 2021°, with South Africa showing the highest number of officially recorded COVID-
19 infections and deaths, with more than 2.5 million confirmed cases over the course of the
pandemic, and over 75 000 deaths (although excess mortalitystatistics released by the South
African Medical Research Council indicate that the real Covid-related death toll could have been
as high as 222 521). In fact, to date South Africaaccounts for almost 40% of all coronavirus-

related deaths on the African continent.
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https://ourworldindata.org/coronavirus-testing#source-information-country-by-country
https://www.bsg.ox.ac.uk/research/research-projects/oxford-covid-19-government-response-tracer
https://ourworldindata.org/covid-cases
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The statistics revealed above serve to demonstrate that COVID-19 has protracted negative
impacts on society and CSOs and therefore the impact of the virus further exaggerated the
challenges and potential risk posed to CSOs. The magnitude and worsening of COVID-19
infections in Africa and South Africa are concerning when considering that the most marginalised
and poorest populations are affected most by the virus alongside the global economic crisis
outlined earlier. Locally and internationally, COVID-related restrictions and lockdowns, including
curfews and capacity limits, continue to impact on lives and livelihoods with markable increased

demand for social services.

In fact, many of the social challenges which are provoked by COVID-19 are transforming and
leading the modern-day civil society ecosystem while community service demands are extended
beyond government and business support. These annotations are pertinently portrayed in the
NLC environmental scan by consigning an explicit focus on those sectors targeted by the NLC
for grand funding programme purposes. These includethe (i) charity sector, (ii) the arts, culture

and national heritage sector, and (iii) sport and recreation sector®®,

In line with preferential criteria targeting vulnerable groups such as children, the elderly and
people with disabilities, and given that the NLC currently encourages organisations who apply for
funding to ensure that project/programme activities applied for are in line with COVID-19 alert
level restrictions in terms of the Disaster Management Act and Regulations, this synopsis of the
civil society ecosystem is largely restricted to NLC specificsectors and marginalized or vulnerable
groups. The impression highlights several social challenges faced by vulnerable groups primarily
brought about by COVID-19 and exemplifies how civil society is responding and positioning itself
while transitioning to a i n enwo r mauling the prolonged COVID-19 pandemic. Key features
include high level analyses on the consequences of the virus to especially vulnerable and
marginalized communities as well as the key challenges which remain in the environment in which
CSOsoperate and try to sustain services to society. Finally, the outline intends to guide the scope

of future NLC funding programmes.

58 NLC. 2021. Charities, Sport and Recreation and Arts, Culture & National Heritage Sectors - 2021 / 2022
Call for applications and guidelines for participants. https://www.nlcsa.org.za/ [Online Resource].
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NLCgranfundingectorCharity vulnerabiligftheyouth

NLC funding programmes bear fundamental significance to schools and children. With reference
to the education s e ¢ t respdhse to the COVID-19 pandemic, schools recentlyreopened after
being closed for a month, but their closures have impacted between 400 000 and 500 000
learners® who dropped out of school within the last 16 months. These statistics most likely pertain
to children living in informal urban and rural settings, with household poverty also playing a critical
role. The total number of out of school children is estimated at 750 000. Consequentially, being
out of school not only leads to learning loss but mental distress, exposure to violence and abuse,
missed school-based meals and reduced development of personal and social skills. In the longer-
term, the skills needed to transition into working lives are anticipated to have been affected.
Evidence also shows that when children are out of school, women are twice as likely to take on
childcare responsibilities, affecting their ability to work or search for work. Concern has
also expressed by parents after reports that 23 226 teenagers in Gauteng were reported to have
fallen pregnant, between April 2020 and March 2021 withthe view that young people need to be

exposed to more health and sex education to avoid teenage pregnancy and diseases®°.

School closures further intensify gender inequalities, especially for the poorest girls and
adolescents who face a greater risk of early and forced marriage, sexual abuse and unintended
pregnancy during emergencies. Across Africa demand for school re-openingshave been uneven
or there has not been a consistent re-opening of schools across all grades. Moreover, in areas
where social norms lead to greater disparities between girls and boys in enrolment and retention
in school, temporary disruption as a result of a crisissuch as COVID-19 can lead to permanent
removal from school. Families being unable to pay school fees resulting from loss of income
during the crisis, negative coping mechanisms such as child marriage, or the loss of educational
infrastructure suchas g i rpéesn@tworks and teachers are prominent concerns.® This has long-
term negative impacts on g i ratces$ to opportunities and resources to improve their lives and
ultimately, on their educational, economic, and health outcomes.®? The twin burden of COVID-19
and recent disruptions (political unrest which resulted in more than 140 schools being vandalized
in KwaZulu-Natal and Gauteng) negatively impacted educators which exclaims the need to

prioritize support and improvement of both learner and educator well-being.

59 UNICEF. 2020. Learners in South Africa up to one school year behind where they should be.
https://www.unicef.org/press-releases/learners-south-africa-one-school-year-behind-where-they-
should- be.

60 Pretoria News. 2021. Concern after 23 000 young girls, teenagers pregnant in 12 months.
https://www.iol.co.za/pretoria-news/news/concern-after-23-000-young-girls-teenagers-pregnant-
in-12- months-fd2338fa-f594-4124-8e90-633eb7fef18c
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Overall, the COVID-19 pandemic added another layer of distress to children who were and
continue to be exposed to increased violence at home and in communities (which has taken a toll
onc hi | dnmreetal de\'elopment) aswell as sexual abuse (including child-on-child sexual abuse
which is on the rise). Statistics show that one in three children are sexually abused in South Africa
and that the pandemiccertainly exacerbated this vulnerability. The COVID-19 lockdown also
witnessed an increase in depression, suicide, lack of motivation and hopelessness among children
in thepandemic. There currently exists a grave concern that most child protection services, which
should be essential and remain operating, had been closed during the lockdown. Hence, many
children are unable to find the help that they needed. These concerns are cited alongside the

devastating impact of alcohol consumption and its negative impact onchildren.

6 Adul t Phdacesult df COWAD-19, where children had lost their parents and elder siblings
have to take over the parental responsibilities, as well as child-on-child sexual abuse and child
pornography has emerged as key civil societal challenges in especially poorer communities,
which are regarded as serious concerns and require priority attention. While these concerns are
being highlighted as priority areas it ought to be mentioned that the sector currently seems to be
largely incapacitated to effectively deal with increased demands for mental support services in
informal and poor rural areas in particular. This challenge is further exacerbated by the fact that
many CSOs are being absolutely overrun by societal needs (which were further intensified by
the COVID-19 Delta variant) and simply have too few resources to meet the increased demand
from especially rural areas being affected most. Some examples of holistic African interventions®
by leading child support organisations to address social challenges include therapeutic services
for children that have experienced trauma, abuse or neglect and their families as well as training
and mentoring within the child protection and child mental health sector. However, support
services clearly lacking to date are psychosocial services to deal with number of children exposed
to anxiety and emotional stress exacerbated by problems caused by home schooling and
disruptions caused by the sporadic opening and closing of schools. Likewise, educators (ECD to
high school) show a need for emotional support and training to manage the emotional impact of
pandemic (trauma informed schools). In general, funding for these desired services remains

precarious.

61 CARE and the International Rescue Committee. March 2020. Global Rapid Gender Analysis for
COVID-19.https://www.careinternational.org/files/files/Global RGA_COVID

RDM 3 31 20 FINAL.pdf

62 Coalition for Wo me nEéomomic Empowerment and Equality. April 2020. COVID-19and Wo me n 6 s
Economic Empowerment

https://www.icrw.org/wp-content/uploads/2020/04/cweee_covid_and_wee_brief final.pdf

63 Parliamentary Monitoring Group (PMG). 2021. Adhoc Western Cape Committee on COVID-

19 - Effectsof COVID-19 on youth in the province. https://pmg.org.za/committee-meeting/33304/
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NLCgranfundingectorChariesi vulnerabiligftheelderly

Besides negatively impacting on children as a vulnerable group, the COVID-19 pandemic also
had an effect on the elderly, which are frequently overlooked in development and humanitarian
strategy development and funding. In the context of COVID-19 and the riskposed to older people,
this group, who normally receive care at home and in the community and are more likely to be
elderly females, should explicitly be identified and considered in funding applications and
decisions. This view is based on the pertinent social challenges faced by the elderly in the
modern-day society in response to COVID-19.These include, among others, a minimum standard
of living, which puts a further strain tothe most vulnerable; stretching pensions to assist people
who had lost their jobs/workingand still have to pay their normal bills; fear of the unknown, which
is difficult to deal withbecause no one knows if there is ever going to be an end to the pandemic;
technology challenges impacting on many older persons who want to communicate with their
children and grandchildren, specifically if they want to see their faces; low literacy levels of some
older persons and not having the capability to assist grandchildren with schoolwork or activities
and emotional trauma caused by the loss of loved ones during thepandemic. With reference to the
latter, psychosocial and bereavement support services offered by CSOs during COVID-19 have
become more prominent, inclusive of debriefing, counselling, psychotherapy and cognitive
behavioural therapy to individuals and families. These services specially aimed to develop coping
mechanisms and resilience as well as psychosocial support services were also required for a
range of related vulnerabilities thatoccurred and/or were aggravated by the COVID-19 situation,
for example, gender-based violence (GBV), trauma, depression, and anxiety. Once again,

sustaining these services without financial resource support places these services at risk.

64 Parliamentary Monitoring Group (PMG) Adhoc Western Cape Committee on COVID-19.
Protection ofthe vulnerable: Engagement with Department of Social Development & umbrella
bodies https://pmg.org.za/committee-meeting/30850/
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NLCgranfundingedor:Chariesi vulnerability wbmen

Gender-based violence (GBV) form part of the social fabric of South Africa. Based on statistical
evidence, women are disproportionately affected by violence. Although South Af r i ca 6 s

with GBV is not unique, the extent and prevalence of the issue, compounded by the impact of the
Covid-19 pandemic, has triggered a 6 s e ¢ 0 mpdaanrdye mithe @ountry marred by rising
femicide rates and GBV. In the first week of theSouth African lockdown, more than 87 000 cases
of gender-based violence complaints were reported®. Across Africa gender data show the
exacerbated gender inequalities under COVID-19 placing women and girls at greater risk of GBV.
In South Africa for example official reports show that within the first week of level 5 lockdown,
South AfricanPolice Services (SAPS) received 2 320 complaints of GBV, with only 148 related
charges made. These statistics represent a 37% increase from the weekly average of South
AfricanGBV cases reported for 2019. Additionally, the GBVY Command Centre in South Africa
recorded a spike in GBV cases reported during the lockdown during 27th March to 16th April with
a total of 10 660 through phone calls, 1 503 through unstructured supplementary services data
(USSD) and 616 SMSs. On 16th April alone, the Centre received 674 cases.®® Prior to the
pandemic, femicide in South Africa was already five times higher than the global average and the
female interpersonal violence death rate was the fourth highest out of the 183 countries listed by
the World Health Organisation in 2016. Evidence has now emerged that suggests cases of
violence against women are increasing. In 2019-2020, there was an average increase of 146
sexual offences and 116 specifically rape cases per day, predominantly rape, compared to the
same period between 2018-2019.%" Violent crime against women are estimated to be most
prominentin Gauteng, KwaZulu Natal, Limpopo and the Western Cape, and mainly take the form

of assault. (Grievous bodily harm and common assault)®,
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48b542ba300b
66 https://www.cnbc.com/2020/04/13/south-africas-ramaphosa-blasts-despicable-crime-wave-during- coronavirus-
lockdown.html and https://www.plan.org.au/media-centre/violence-against-girls-in-africa-soars-covid-19/

67 https://globalriskinsights.com/2021/03/south-africas-secondary-pandemic-a-crisis-of-gender-based- violence/

68 https://mg.co.za/news/2020-08-27-real-action-on-gender-based-violence-a-pipe-dream-as-women-die- every-day/
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The social and economic costs of intimate partner and sexual violence are enormous and have
ripple effects throughout society. Women may suffer isolation, inability to work, lossof wages, lack
of participation in regular activities and limited ability to care for themselvesand their children. The
pandemicbs disproportionat e ithngatening to eversenhe gens
in advancing women and g i rrighdséand gender equality. Since the outbreak of COVID-19,
emerging data and reports have shown that all types of violence against women and girls have
intensified in countries affected by the pandemic.Before the pandemic, it was estimated that one
in three women will experience violence during their lifetimes. Globally, 18% of ever-partnered
women and girls aged 157 49 haveexperienced physical and/or sexual violence at the hands of a
current or previous partnerin the previous 12 months.%® Further, with COVID-19 there are reports
of surges in violenceagainst women around the world being reported in many cases of upwards
of 25% in countries with reporting systems in place’®. For every 3 months the lockdown continues,

an additional 15 million additional cases of gender-based violence are expected.”*

As stay-at-home orders expanded to contain the spread of the virus, women with violent partners
increasingly found themselves isolated from the people and resources that can help them.
Globally, there have been reports of abuse such as intimate partner violence, sexual harassment,
domestic and sexual abuse of women and girls in many cases by familymembers, which are
exacerbated particularly under lockdowns, restricted movements and school closures.
Correspondingly, the pandemic has a far-reaching impact on harmfulpractices against women

and girls, including the elimination of child marriage and female genital mutilation.

It is reported that gender-based violence survivors have experienced limited access to legal
protection services as most civil hearings and case-file reception at courts are suspended;
issuances of court orders are significantly delayed; and most legal aid centresare closed including
limited access to help lines for girls and women. Additionally, the pandemic and subsequent
measures to address the pandemic have disrupted the availability and accessibility of services for
survivors of violence. Service providers from allsectors, governmental and non-governmental, are
over-stretched to maintain services to violence survivors, given constraints posed by the
pandemic.”> For example, health services that are the first responders for women are

overwhelmed, have shifted priorities,or are otherwise unable to help.

69 | aura Turquet and Sandrine Koissy-Kpein. 2020. COVID-19: Emerging gender data and why
it matters. https://data.unwomen.org/resources/covid-19-emerging-gender-data-and-why-it-
matters

70 United Nations. 2020. The Impact of Covid-19 on Women. https://www.unwomen.org/-
Imedia/headquarters/attachments/sections/library/publications/2020/policy-brief-the-impact-of-
covid- 19-on-women-en.pdf?la=en&vs=1406

L UNFPA. 2020. Impact of the COVID-19 Pandemic on Family Planning and Ending Gender-
based Violence,Female Genital Mutilation and Child Marriage.
https://www.unfpa.org/sites/default/files/resource- pdf/COVID-

19 impact brief for UNFPA 24 April 2020 1.pdf
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Access to services could be further restricted for survivorswith unclear immigration status, sex
workers, and/or homeless and street- entrenched populations; as well as persons with disabilities,
older persons, refugees, internally displaced persons and people living with HIV. This highlights
that some categories of women and girls in Africa are among the most vulnerable groups exposed

to the negative impacts of the COVID-19 pandemic.

Unfortunately, during 2020 the job losses that occurred during 2020, was mostly females.Just over
a million either lost their jobs or were prevented from working. The overall unemployment rate for
females of working age (between 15 and 64 years) during Q1 2021 was 34.0%, compared to 31.4%
for males’. Specifically high unemployment rates for BlackAfrican females are of concern.

Likewise, there is still discrimination in the workplace against women, especially in terms of
remuneration. The pay gap remains large, but closing due to among others, more females
compared to men graduating. It is estimated that women earn 20-30% less than male
counterparts in the same employment positions. Evidence points to a smaller pay gap for lower
paid jobs. Income inequality based on gender is evident from recent results published by the
Bureau of Market Research of Unisa’. For the adult population (15 yearsold and above) females
made up 52.7% in 2020 but earn 39.1% of the income.

By gender

Pogulation [15+ yrs) Cash flaw incoma

B Female ® Male

72 UN Women. 2020. Impact of COVID-19 on violence against women and girls and service provision:
UNWomen rapid assessment and findings. https://www.unwomen.org/-
[media/headquarters/attachments/sections/library/publications/2020/impact-of-covid-19-on-violence-
against-women-and-girls-and-service-provision-en.pdf?la=en&vs=0

73 Statistics South Africa. Quarterly Labour Force Survey Q1 2021.
http://www.statssa.gov.za/publications/P0211/Presentation%200QLFS%200Q1 2021.pdf

7 BMR Research Report no 5127 Personal Income Estimates 2016-2021, 2021
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NLCgranfundingectorSporandrecreation

The COVID-19 pandemic also had and will continue to shape and impact on the sporting world
as well as on the physical and mental well-being of people, with specific reference to marginalized
or vulnerable groups™. In the face of COVID-19, many millions of jobs areat risk globally, not only
for sports professionals but also for those in related retail and sporting services industries
connected with leagues and events, which include travel, tourism, infrastructure, transportation,
catering and media broadcasting, among others. Professional athletes are also under pressure
to reschedule their training, while trying to stay fit at home, and they risk losing professional
sponsors who may not support them asinitially agreed. The closure of education institutions
around the world due to COVID-19 has also impacted the sports education sector, which is
comprised of a broad range of stakeholders, including national ministries and local authorities,
public and private education institutions, sports organizations and athletes, NGOs and the
business community, teachers, scholars and coaches, parents and, first and foremost, the i
mostlyyoung 1 learners. The global outbreak of COVID-19 has also resulted in closure of
gymnasiums, stadiums, pools, dance and fitness studios, physiotherapy centres, parks and
playgrounds. Many individuals are therefore not able to actively participate in their regular
individual or groupsporting or physical activities outside of their homes. Under such conditions,
many tend to be less physically active, have longer screen time, irregular sleep patterns as well
as worse diets, resulting in weight gain and loss of physical fithess. Low-income families are
especially vulnerable to negative effects of stay-at-home rules as they tend to have sub- standard
accommodation and more confined spaces, making it difficult to engage in physical exercise.
There are concerns therefore that, in the context of the pandemic, lackof access to regular
sporting or exercise routines may result in challenges to the immune system, physical health,
including by leading to the commencement of or exacerbating existing diseases that have their
roots in a sedentary lifestyle. Lack of access to exercise and physical activity can also have mental
health impacts, which can compound stress or anxiety that many will experience in the face of
isolation from normal social life. Possible loss of family or friends from the virus and impact of the

viruson o n ee@anomic wellbeingand access to nutrition will exacerbate these effects.

75 https://www.un.org/development/desa/dspd/wp-content/uploads/sites/22/2020/05/PB_73.pdf
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NLCgranfundingectorArts cultureandnationaheritage

COVID-19 has had a negative impact on all sectors of the economy, but, more importantly,the arts,
culture, and heritage sector has been badly affected by the necessity for social distancing. Most
of the activities related to the arts, culture, and heritage sectors involve physical contact or
people/spectators/audiences being in close contact hence, the suspension of gatherings has
affected almost every individual in this sector. The actual impact of COVID-19 in many countries
in the arts, culture, and heritage sectors has not been calculated. But some countries have done
preliminary studies to evaluate the impactof COVID-19. Given the prevailing health situation,
some African Union (AU)’® member states, including South Africa, have had to cancel cultural
and artistic activities including concerts, fairs, and exhibitions. Cinemas, tourist sites, museums,
and archaeological siteshave also been closed. Hence, cultural and creative industries have
been negatively affected by the closure of sites, resulting in loss of revenue, the postponement

of some planned festivals, and a ban on artistic mobility.

The arrival of COVID-19 has shown that there is a need to improve financing strategies toenable
the arts, culture, and heritage sectors to access markets. This includes the strengthening of e-
business mechanisms including the establishment of an inter-African payment system. Lockdown
restrictions saw the Sport, Arts and Culture sector suffer financial set-backs as Government had
to putin place tighter restrictions aimed at curbingthe spread of the virus and saving lives of South
Africans. The sector normally generates more job opportunities for practitioners during the festive
period than any other season.

As an intervention to aid the plight of artists and athletes affected by this pandemic that is taking
lives and livelihoods, compromising the dignity of practitioners and preventing them from fully
living out their passion within the arts, Minister Nathi Mthethwa launchedthe 3rd Phase of the
COVID-19 Relief Fund on 6 February 2021. The implementation of this relief funding took
cognisance of the identified challenges of the first and second phases. Broader consultation with

the sector were undertaken in preparation for the ThirdPhase of the COVID -19 Relief Fund’”.

One of the deliberations during the African Union Member States Mi n i sMirtaat For@mon the
Impact of the COVID-19 Pandemic on the Arts, Culture and Heritage Sectors was toadvocate for
artists, actors, and musicians to continue to produce arts and culture in a creative way that is
resilient to the pandemic. The suggestion was to use of online/virtualand television platforms for
music concerts, fashion and design shows, visual arts webinars, cultural and creative industry

hubs, amongst others.

The pandemic has been an opportunity for the sector to reorganize and regain momentum.

Fashion and design industries benefited through the manufacturing of local masks. In addition,
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artists, and here especially musicians and actors, have participated in various awareness-raising

activities against the spread of the pandemic in local languages.

There is a need to experiment and document traditional ways of combating COVID-19, which
many societies have already used. The alternative medicine industries have proposed various
preventive and curative formulas and products against COVID-19 basedon local therapeutic

knowledge.

There is a need to encourage various financiers to support the arts sector to digitize worksof art
and cultural sites and make them available on digital platforms. Such digitalplatforms will enable
artists to share their work and directly reach their audiences. The idea of creating charitable

organizations to support artists and cultural sectors is of primeimportance.

It is important to seize the opportunity offered by COVID-19 to collectively develop the African
economy through arts, culture, and heritage. It is crucial to think about the post- COVID-19 era
with the advent of a new economy that will foresee and include teleworkingin Africa. The year 2021
has been declared by the AU as the Year of Arts, Culture, and Heritage, which presents an
excellent opportunity to mobilize cultural workers to embarkon the post-COVID-19 pandemic

recovery measures using the arts, culture, and heritage sectors as a strong and powerful tool.

6 Martins, A., & Shule, V. 2020. The impact of the COVID-19 pandemic on the arts, culture, and
heritage sectors in the African Union member states. International Journal of Cultural Property,
27(4), 477-480. https://doi.org/10.1017/S0940739121000047

77 http://www.dac.gov.za/content/minister-sport-arts-and-culture-launches-3rd-phase-covid-19-
relief- fund-step-towards-sector
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Sectoresponseo COVIEL9

The highlighted economic and social realities and corresponding impacts of COVID-19 on the
broader society has resulted in increased service demands directed towards the CSO sector. The
CSO sector has been responding t o &lsoctheehalerigs
to retain support to especially vulnerable communities will largely depend on sustainable capacity
and resources, which are exponentially being depleted bythe prolonged COVID-19 pandemic.

Predominant and leading activities of CSOs in response to the increase demand for social
services caused by COVID-19 from especially vulnerable communities (youth, unemployed,
women) are apparent ever since the first wave of the COVID-19 pandemic. In this regard the
2020 African CSO survey showed that almost 58% of respondents introduced new programme
activities, with nearly three-quarters self-funding these activities’. In response to the impact of
COVID-19, CSOs has been demonstrating resilience and agility in recognition of adapting to
changed circumstances, including leveraging domestic funding sources, building sector solidarity,
and accelerating digital transformation. Major sporting organisations have shown their solidarity
with efforts to reduce the spread of the virus. For example, FIFA has teamed up with the World
HealthOr gani sati on ( WHO)s antdhd amenxchaegle at @ Plai ¢ k

led by well-known football players in 13 languages, calling on people to follow five key steps to

chal

out

stop the spread of the disease focused on hand washing, coughing etiquette, nottouchingo n e 8 s

face, physical distance and staying home if feeling unwell.

Other international sport for development and peace organisations came together to support one
another in solidarity during this time, for example, through periodic online community discussions
to share challenges and issues. Participants in such online dialogues have also sought to devise
innovative solutions to larger social issues, for example, by identifying ways that sporting
organisations can respond to problems faced by vulnerable people who normally participate in
sporting programmes in low-income communities but who are now unable to, given restriction to
movement. Furthermore, the global community has adapted rapidly by creating online content
tailored to differentpeople; from free tutorials on social media, to stretching, meditation, yoga and

dance classes in which the whole family can participate.

8 @AfricanNGOs and EPIC-Africa. 2020. The Impact of COVID-19 on African Civil Society
Organisations 7 Challenges, Responses and Opportunity.
https://resourcecentre.savethechildren.net/node/17854/pdf/theimpactofcovid-
19onafricancivilsocietyorganizations.pdf
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Also, educational institutions are providing online learning resources for students to follow at
home. Many fitness studios are offering reduced rate subscriptions to apps andonline video and
audio classes of varying lengths that change daily. There are countless live fitness
demonstrations available on social media platforms. Many of these classes donot require special
equipment and some feature everyday household objects instead of weights. Some organisations
and schools have also began using virtual training as a method for leagues, coaches and young

people to remain engaged in sport activities whileremaining in their homes.

To date, the Department of Sport, Arts and Culture has implemented the first and secondphases

of the COVID-19 Relief Fund. Nearly 5 000 practitioners were recommended for the first phase

and over R80 Million was paid out to the sector. In the second phase and as of the 14th of

December 2020, over R2 million was paid out to practitioners in the sector. A total of 3 658
practitioners benefitted from the Solidarity Fund with a nearly R3 million that was paid out.
Through DSAC6s partner shi p BusingshDevelbpmmenD(BBSA)roveme nt o f
R5 Million was paid out to practitioners within the sector, with a further estimated R13 million to

be disbursed by the end of March 2021.

In spite of best efforts, the Department of Sport, Arts and Culture is fully cognisant of thefact that
there are many others who did not benefit from these programmes, given the finite budget. The
Department, alongside the appointed service provider, is also developing the rollout of an
implementation plan to provide an Artist Wellness Programme to the sector to deal with the
emotional and psychological impact of their challenges and will also provide other enhancement
interventions such as personal or business financial management, legal support and lifestyle

management.”®

The impact of technology on the economy

The Fourth Industrial Revolution (4IR) is distinct in that it is defined by accelerating technological
change, the convergence of multiple technology platforms across the physical, digital, and
biological realms, and a movement towards transhumanism, which refers to the expansion of
personhood to encompass physical and digital extensions of themind and body. The speed of
current breakthroughs has no historical precedent. When compared with previous industrial
revolutions, the Fourth Industrial Revolution is evolvingat an exponential rather than a linear pace.
Moreover, it is disrupting almost every industry in every country. And the breadth and depth of
these changes foreshadow the transformation of entire systems of production, management, and

governance®,

9 http://www.dac.gov.za/content/minister-sport-arts-and-culture-launches-3rd-phase-covid-19-relief- fund-step-
towards-sector

80 World Economic Forum, The Fourth Industrial Revolution: what it means, how to respond,
https://www.weforum.org/agenda/2016/01/the-fourth-industrial-revolution-what-it-means-and-how-to- respond/
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This period of rapid growth in technology is changing the way people live and work. Technology
platforms that are currently central to this revolution include artificial intelligence, augmented
reality, blockchain, drones, the internet of things (IoT), robotics, virtual reality and 3D-printing®:.

Such technologies increasingly blur the lines between thedigital, biological and physical worlds.

The Essential Eight @@ @
technologies that

matter most for

business today f\rtlf:f:lal Auqmented
intelligence reality
Blockchain Drones Internet
of things

@g [J]

Robotics Virtual 3-D
reality printing

During 2020 a strange, historic event disrupted all assumptions and forced society, with a degree
of urgency, to become more adaptable and responsive than what was thought possible. The
COVID-19 pandemic has driven change on the technology front in an important and in some
sense unexpected way. Many organisations were forced to rethink the way they do business by
digitally adapting to the new circumstances. Many sectors have embraced digital transformation,

thereby making operations more efficient and to respond to customer needs and expectations.

Majopredictions changes/advanagasechnology

The core emerging technologies for the next decade are expected advances in ambient
experience (universal interfaces, seamlessly integrated into the environment, that anticipate and
meet human needs), exponential intelligence (building on artificial intelligence, adding the
capacity to recognise and respond to human emotions, understand the external environment, and
perform any task) and quantum (harnessing the properties of subatomic particles to solve

problems that are too complex for the current supercomputers).

81PWC, Eight emerging technologies and six convergence themes you need to
know about, https://www.pwc.com/us/en/tech-effect/emerging-tech/essential-eight-
technologies.html
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In order for such technologies to be sustainable they depend on a solid foundation that consists
of the evolution of the information technology function, trust and reshaping the core systems of

business and government®?.

FourtindustridRevolutioandSouthA f rsiespansde

In South Africa, various groups are promoting the 4IR and taking steps to leverage it. Butt her e 6 s
a long way to go before South Africans can enjoy the fruits of innovation-led prosperity. A great
concern is a sufficient supply of advanced engineering talent. People in regular jobs also need to
develop the skills to deal with the disruptive effects of new technologies in their work
environments. The future of South Af r i edwudiian system isan important consideration in its

journey towards the 4IR.

The South African government has also committed to a detailed proposal for catapulting the
country into the 4IR. The establishment of the Presidential Commission on the Fourth Industrial
Revolution is an affirmation of the Go v e r n ntenmntit@ent to addressing the aforementioned
challenges while simultaneously seizing the opportunity to improve the lives of South Africans®.
A final report and recommendations of the Presidential Commission on the Fourth Industrial
Revolution were officially gazetted and made available for public scrutiny in October 2020. In

summary, thec o mmi s sdcanméndations were®*:

Invest in human capital development.
Establish an Atrtificial Intelligence Institute.
Establish a platform for advanced manufacturing and new materials.

Secure and avail data to enable innovation.

= =4 =4 -4 =2

Provide incentives for future industries, platforms and applications of 4IR
technologies.

Build 4IR infrastructure.

Review and amend (or create) policy and legislation.

Establish a 4IR Strategy Implementation Coordination Council in the presidency.

82 Deloitte Insights, Tech Trends 2021,
https://www?2.deloitte.com/content/dam/insights/articles/6730 TT-Landing-page/Dl 2021-
Tech- Trends.pdf

83 https://thegrandgeeks.africa/2020/11/13/final-report-the-presidential-commission-on-4ir/
84 hitps://www.dailymaverick.co.za/article/2021-01-14-south-africas-4ir-strateqy-huge-gap-
between- whats-on-the-ground-and-what-the-ramaphosas-commission-recommends/
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The4IRandgambling

To its core the 4IR is all about change - the interaction between technological, political, economic
and social change. This in essence calls for adapted regulations in order to ensure that the use
of technology is fair, responsible and takes Sout h  Af r i c adci®-economi@otjectives into
account. The Fourth Industrial Revolution is having, and will continue to have, a significant and
multi-faceted impact on the gambling industry in South Africa, raising a wide scope of new
challenges and demands for regulators. Examples of such challenges to the gambling industry.
These include, amongst others, the regulation of data processing and the protection of data
privacy; the appropriate and ethical use of technology by players, gambling providers and
regulators; the collection of revenue fromgambling services and systems; and jurisdictional extra-

territoriality for regulating and enforcing online interactive gambling®.

The National Gambling Boar dds s immehgatiopsudr how thdr e d

gambling industry should adapt to changes brought by the 4IR. Such recommendations include:

Change in regulation responsiveness and policy cycles to adapt faster to changes.
Adapt to broad global technological changes, such as digitalisation,
automation and data-intensification.
1 Respond to technological changes being brought about by specific
technological platforms, such as Al, blockchain, and virtual reality.

1 Use regulation that addresses the impact of technological change for meeting
core social mandates e.g. prevention of problem gambling and prevention of

gambling by minors.

85 National Gambling Board South Africa, Research to determine the potential impact of the
Fourth Industrial Revolution on the current and future regulation of gambling in South Africa,
2020, https://www.ngb.org.za/SiteResources/documents/2020-
21/Rsearch/Impact%200f%204I1R%200n%20current%20and%20future%20gambling%20Final%2
0Compreh ensive%20Report%202020.pdf
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The climate crisis

Climate action failure has already been flagged as a key global risk, which also pertains to South
Africa. The COVID-19 pandemic significantly reduced human activities in 2020, leading to a
temporary fall in COz emissions. Developed countries saw the steepest declines, averaging drops
of almost 10%, while emissions from developing countries fell by 4% relative to 2019. Despite the
temporary reduction in emissions overall in 2020, real-time data from specific locations, including

Mauna Loa, United States, and Cape Grim, Tasmania, indicate that concentration levels of COz,

methane and nitrous oxide continuedto increase in 2020. By December 2020, emissions had fully
rebounded and registered 2%higher than the same month in 2019. As the world recovers from the
pandemic, emissionsare expected to rise further unless critical steps are taken to shift economies

towards carbon neutrality®®,

An increasing number of countries are also prioritizing the formulation and implementation of
national adaptation plans to boost their efforts to adjust to a changingclimate. These include
building flood defences, setting up early warning systems for cyclones, or switching to drought-
resistant crops. Climate finance provided by developedto developing countries continues to
increase, reflecting an ongoing commitment to support the global transition to a low-emission and

climate-resilient future.

South Africa is no stranger to the devastating impacts of weather-related hazards such asfloods,
wildfires, storms and droughts. Recent disasters such as the Western Cape drought, the 2017
Knysna fires, and floods in KwaZulu-Natal and Gauteng during 2019 illustrate just how
susceptible cities and towns are to these dangers. During the first five months of 2021 all nine
provinces have experienced floods on top of a series of devastating fires in the Western Cape.
The International Disaster Database recorded 90 noticeable weather-related disasters in South
Africa since the early 1980s. These events caused an estimate of R95 billion in associated

economic losses and directly affected around 22 million South Africans®’.

86 United Nations, The Sustainable Development Goals Report, 2021,
https://unstats.un.org/sdgs/report/2021/The-Sustainable-Development-Goals-Report-

2021 .pdf
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South Africa has a well-developed National Climate Change Adaptation Strategy (NCCAS) that

outlines four objectives and nine strategic interventions for transitioning to a climate- resilient

country. These aim to build climate resilience at all levels of society, integrate adaptation

responses into all sectors and plans, improve the understanding of driving forces and ensure the

resources and systems are in place to enable implementation. The NCCAS gives effect to the

Nati

onal Devel opment

P | ecarlips, climatesrésibent eamrfomycandeagusti n g

society. The four objectives and nine interventions are given as®:

Objective ' Intervention

Build climate resilience and adaptive ctap
respondb climatehangeiskandvulnerability

1.

Reduce human, economic, environmental,
physicaand ecological infrastructure
vulnerabiligndbuildadaptiveapacity.

Develop a coordinated Climate Servicestsitste
provideslimatgroductandserviceor

key climate vulnerable sectors and geographi
areas.

Promotethe integratiorof climatechange
adaptation response into development

Develoavulnerabiligndresilience

methodolodsameworthatintegrates

87 https://issafrica.org/iss-today/urban-south-africa-is-ill-prepared-for-the-coming-climate-change-
storm 8 Department of Environment, Forestry and Fisheries, National Climate Change

Adaptation Strategy Republic of South Africa, 2019,
https://www.environment.gov.za/sites/default/files/docs/nationalclimatechange adaptationstrateqy

uel Onovember2019.pdf
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Objective ' Intervention |

objectives, policy, planning and biophysical and seetmnomic aspects of
implementation vulnerabiligndresilience.

4. Facilitate mainstreaming of adaptation
responseigitosectoraplanningnd
implementation.

5. Promote research application, technology

Improvaunderstandingf climatechangempacts development, transfer and adoption to suppor

andcapacityorespondothesampacts planningndimplementation.

6. Build theecessary capacity and awareness fo
climatehangeesponses.

7. Establish effective governance and legislative
processes to integrate climate change in
development planning.

8. Enable substantial flows of climate change
adaptatiofinancdromvariousources.

9. Developndimpleme@nM&E systethat
tracks implementation of adaptationaations
theireffectiveness.

Ensure resources and systems are in p
enablémplementatiofclimatehangeesponse:

Protection of Personal Information Act

The Protection of Personal Information Act (Act No 4 of 2013) (POPIA) has as its main aimto
protect people from harm that may be incurred to them by protecting their personal information.
Although this Act was already enacted in 2013 as indicated above its commencement date was
set as 1 July 2021 with a grace period to comply up to 30 June 2021. This Act sets out to protect
the personal information of people by setting conditionsf or when i ts | awf ul
personal information. In terms of POPIA there are specific conditions under which you may

process the personal information of people including®:

9 Accountability: The users of personal information must ensure that the
conditions and all the measures set out in POPIA that give effect to such
conditions are complied withat the time of the determining the purpose and
means of the personal information processing to be conducted.

1 Processing limitation: Personal information may only be processed in a fair

and lawful manner and only with the consent of the data subject.

89 POPIAct Compliance, POPI Act compliance: Transforming business through
compliance, https://www.popiact-compliance.co.za/popia-information/17-conditions-for-
lawful-processing-of- personal-information
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1 Purpose specific: Personal information may only be processed for specific,
explicitly defined and legitimate reasons.

M Further processing limitation: Personal information may not be processed for
asecondary purpose unless that processing is compatible with the original
purpose.

1 Information quality: The users of personal information must take all reasonably
stepsto ensure that the personal information collected is complete, accurate,
not misleading and up-to-date.

1 Openness: Thep e r s whose personal information is being collected must be
aware that such information is being collected and for what purpose such
information will be used.

1 Security safeguards: Personal information must be kept secure against the risk
of loss, unlawful access, interference, modification, unauthorized destruction
and disclosure.

9 Data subject participation: Persons from which their personal information is
being collected may request whether their personal information is held, as well

as the correction and/or deletion of any personal information held about them.

The POPIA has a large number of implications of all holders of personal information as wellas
people or institutions who would like to gather such information in the sense that suchholders of
personal information must be fully POPIA compliant by adhering to the eight conditions indicated
above as well as other requirements of POPIA and POPIA regulations. The biggest impact of
POPI A is on institutions a | ioformaiidnanuaccosirdamumbers.i nf or me
The National Lotteries Commission and its licensees also need to comply with POPIA due to the
fact that personal information is being obtained which should be dealt with the necessary care as

indicated in terms of the eight conditions stipulated by POPIA as outlined above.

77



INSTITUTIONAIPERATINENVIRONMENNTERNAL
ANALYSIS

Best Practices - The UK National Lottery Model

The UK national lottery can be used as a benchmark against the South African national lottery in
terms of its regulatory and operational framework because the UK national lottery is seen to be
one of the best state-operated national lotteries. The UK national lottery is regulated by UK
Gambling Commission which was set up under the Gambling Act2005 and operated by the
Camelot Group. The South African national lottery operationalmodel and regulatory framework is
almost similar to the UK National Lotteries model which makes it an ideal model to compare with

for its perceived best practices.

RegulatorfyameworiftheUKnationdbtter§P

Under the Gambling Act 2005, the UK Gambling Commission was established with the
responsibility to regulate the individuals and businesses that provide gambling in Great Britain,
including the National Lottery, and it is entrusted specifically with the following legal

responsibilities:

1 Ensuring that the interests of all players are protected.
9 Ensuring the Lottery is run with due propriety.

1 That returns to good causes are maximised.

Regarding the regulation of the UK national lottery the gambling commission responsibilities

include among others the following:

1 Monitoring the people who runs the National Lottery to protect the reputation
by inspecting the companies conduct that can potentially affect the National
Lottery.

i Protecting National Lottery players to ensure that the interests of all players
are protected.

1 Making sure National Lottery draws are fair to ensure that strict procedures

are followed so that all draws are fair, random and honest.

%0 https://www.gamblingcommission.gov.uk
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 Regulating money used for National Lottery prizes to ensure that prize money is
transferred into the Players' Trust to keep the money secure and separate from
other funds.

1 Regulating National Lottery games by overseeing Camelot's procedures for
NationalLottery games and carry out independent research to make sure there is
no evidenceof non-randomness in National Lottery game results.

1 Issuing licences for each game, or class of games, promoted as part of the
National Lottery. Lotto, Thunderball, scratchcards and interactive instant win
games all have their own licences.

1 Regulating National Lottery scratchcards to ensure that the operator has strict
security in terms of printing, storage, distribution channels.

1 Protecting the National Lottery brand which includes the crossed fingers logo and
game logos. The UK Gambling Commission also owns the trademarks in the logos
andlicense them to the company that runs the National Lottery, Camelot UK

Lotteries Limited.

EstablishmeaottheLottenAct

The UK model was established under the Lottery Act of 1993 which sought to separate the
functions of a regulator of the Lottery from those of distribution of its proceeds to ensurethat the
lottery is conducted properly in the interest of protecting all the participants andensuring that the
available proceeds for good causes that benefit under the Act are as great as possible. In the
South African context, the developments in the gaming and lotteryindustry had influence on the
regulatory environment of the lotteries also contributed tothe amendment of the Lotteries Act 57
of 1997. As a result, the provisions made in the Lotteries Amendment Act No.32 of 2013 had an
impact on the NLC by extending the regulatory, functional and governance role of the NLC almost

similar to the UK model.

TheRegulatandoperatoofthelottery

The UK Lottery Act makes provision for the regulator of the lottery to award a license to the lottery
operator, and also make payments of funds to the National Lottery Distribution Fund (NLDF). The
|l ottery operatoroés |l icence i s a wiasudjectdo afdetdilddo wi ng
evaluation of the applicants to ensure that the successful operator is fit and proper to run the
lottery in line with the statutory objectives. In South Africa, considering the provisions that were
made in the Lotteries Amendment Act No.32 of 2013 the NLC regulatory, functional and
governance role were extended to further provide for among other things, the licensing of an
organ of state to conduct the National Lottery; to provide for a clear accountability process for the
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distributing agency; to provide for the professionalization of the distributing agency®*.

Distributiooffunddorgoodcauses TheNLDF

Regarding the distribution of funds for good causes in the UK, the National Lottery Distribution Fund
(NLDF) distributes the funds intended for the arts, sports, national heritage and charitable causes
as determined by the proportions detailed in the National Lottery Act 1993. It also ensures that the
management of the NLDF is judicious to allow for the effective flow of funds between the operator
of the National Lottery and the lottery distributing bodies, which issue the funds to the National

Lottery beneficiaries®.

This process has enabled the UK to have one of the most comprehensive funding models for
good causes which is entrenched in the National Funding Framework 2019-24 and aligned to the

Lottery Act which makes a provision for the distributors of the funds that comprise the NLDF.

Lottergamesndparticipants

Few years back the UK National Lottery had more games than the SA Lottery games which
included Lotto; Lotto Hotpicks; Thunderball; Set For Life; EuroMillions (EuroMillions HotPicks &
Scratchcards); Online Instant Wins; and UK Millionaire Maker. The lottery games in South
Africa were increased to boost the level of participation in view of the increasing competitive

where new games were introduced.

%1 National Lotteries Commission (NLC), Integrated Report
2020, https://www.nlcsa.org.za/nlc-ir2020/nlc-
ir2020/ebook/

92 https://www.readkong.com/page/national-lottery-distribution-fund-gov-uk-9633458
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At the moment in the South African lottery games include Lotto (Lotto Plus 1 And Lotto Plus 2),
Powerball (Powerball Plus), Daily Lotto Sportstake 13, and Eaziwin. It should also be noted that
the legal age forpatrticipation of the punters in the national lottery games vary between the South
African National Lottery and the UK National Lottery where in the UK only punters who are 16
years of age and older are legible to play the National Lottery whereas in South Africa is 18 years
and older. The age discrepancy for between South Africa and the UK could alsoprovide a possible

reason for higher participation rate in the UK National Lottery games than in South Africa.

Shiffronmtraditionabtterynodeofphysicalrawbasedjamedgovirtuabnes

The emerging trends in the form of a shift from traditional modes of physical draw-based games
to the virtual ones in the UK online lottery market is also evident in the South African market. It
was further shown that higher accessibility of the social media platformssuch as social networking
sites, like Facebook, Twitter, and Google provide opportunities for companies offering lottery
gaming services to attract large number of users, by posting the winning prizes on these social
platforms leading to an increase in the sales of various lottery tickets. This phenomenon is
increasing gaining popularity in South Africa as it is prevalent in the UK market. In the UK this
trend is further encouraged by government stringent regulations pertaining to the operation of
online lottery resulting in punters gaining trust and interest. Unlike in South Africa, the UK
regulations require that online operators must have a standard gambling license and a secondary,
remote gambling license. Also, it emerged that in the UK online lottery market provide as vendors
with a competitive advantage, in terms of implementing newer technologies, are continuously

trying to offer unique and enhanced experience to their customers®.

98 Research and Markets, Global Online Lottery Market Growth, Trends and Forecasts (2020
T 2025), https://www.researchandmarkets.com/reports/5012480/global-online-lottery-market-
growth-trends- and#src-pos-1
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Regulation of illegal gaming

The drawbacks associated with the delays in the amendment of the national regulatory framework
and the apparent gaps in the law contribute to the persistent surge in illegal gambling activities
including betting on the outcomes of lotteries. Also, the NLC has made some strides to address
the challenge of illegal gambling, it should be noted that the escalation of illegal gambling activities
across the country presents a serious challenge forthe NGB. Apparent lack of momentum and
capacity in the prosecution of illegal gambling especially online operators is also viewed be the
result of illegal gambling being regardedas lower priority crime by law enforcement agencies. This
challenge still persists even though the 2004 National Gambling Act prohibited South African
operators from both offering and indulging in interactive gambling online to play casino, poker

and bingo games®.

Challenges of increasing illegal gambling activities

The perennial challenge of illegal gambling in South Africa can be traced back to the mid-1 9 9 0 6 s
where it is estimated that nearly 2000 or even more illegal gambling related activities were taking
place®. The existence of illegal gambling has a far-reaching ramification in the economy and that
manifesting in loss of tax revenue by the government, employment opportunities and a negative
effect on industry value chain. In particular, illegal lotteries pose substantial threat to the financial
sustainability of the NLC lotteries and other games and aggravates associated adverse
developments such as crime,conflict and money laundering which ultimately destroys the stability,

growth and appealof the industry.

In view of the rapid rise of illegal gaming activities in South Africa, it should be noted thatthe
regulation of illegal forms gaming falls within the ambit of the National Gambling Board (NGB)
mandate, whereas the NLC regulatory authority is limited to the National Lottery related gaming
activities and other forms of lotteries that operate within the borders of South Africa making it
difficult to regulate online international operators who encroach on the South African market. The
challenge of illegal and unregulated online gambling is that the country loses millions in revenue
that could be going to the fiscus because companies that operate online gambling do not pay any
tax to government and punters are not protected®®. There are question marks around the
intensified law enforcement especially where there is strong evidence that many of the illegal

gambling activities continue to operate in plain sight in public spaces.

9% https://www.capetownetc.com/world/the-rise-in-illegal-gambling-in-south-africa/

9 National Lotteries Commission (NLC), Annual Performance Plan 2021/22,
https://www.nlcsa.org.za/wp-content/uploads/2021/07/NLC-2021-22-APP.pdf
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AmendmeuwftheActtoaddresghechallengefillegagaming

Although Lotteries Act was amended to allow for identifying and investigating illegal lotteries, an
inspection of the active society lottery schemes together with education and awareness on illegal
and society lotteries, it appears that more still needs to be done. In essence, the NLC legislative
mandate is to control, track and regulate all lottery operations in South Africa and to protect lottery
operations against fraudulent schemes, to guard the prize money of winners, to enforce measures

will discourage underage gambling and unfair play and ensure accountability®’.

Inadequateapacityoregulatdlegabnlinegambling

The advent of technological advancements implies that the regulation of illegal online gambling
has become an uphill battle as punters do not have to go to internet cafes to bet, they can do so
in the comfort of their homes as there are applications that can be downloaded on smartphones.
There are suggestions that provisions must made in the legislation to prohibit illegal winnings,
including amendments in the legislation to prohibitinternet service providers to host an illegal
gambling site, banks and other payment facilitators from facilitating illegal gambling by
transferring, paying or facilitating paymentof illegal winnings to people in SA to be liable legal

prosecution®®,

It should be noted that besides apparent challenges associated with regulating online gambling,
it appears that inadequacy of law enforcement capacity and resources further aggravates the

problem for continuous and effective regulation of online gambling.

% https://www.timeslive.co.za/news/south-africa/2020-04-14-special-report-government-making-
strides- in-fight-against-illegal-gambling/

97 National Lotteries Commission (NLC), Annual Performance Plan 2021/22,
https://www.nlcsa.org.za/wp-content/uploads/2021/07/NLC-2021-22-APP.pdf

98 https://www.timeslive.co.za/news/south-africa/2020-04-14-special-report-government-making-
strides- in-fight-against-illegal-gambling/
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The regulatory role of the NLC i amendment of the lotteries Act 57 of
1997

The NLC was established in terms of the Lotteries Act 57 of 1997. The Act was enacted toregulate
and prohibit lotteries and sports pools; to establish a National Lotteries Board; consequentially to
amend the Post Office Act, 1958, the Gambling Act, 1965, and the Gambling Act, 1982 (Ciskei),
and to repeal the State Lotteries Act, 1984 (Ciskei), and the Lotteries Decree, 1989 (Transkei);

and to provide for matters connected therewith®.

Act No. 32 of 2013: Lotteries Amendment Act, 2013 was gazetted on 14 April 2015 to amend the
Lotteries Act 57 of 1997, so as'®°:

to amend certain definitions.

to provide for the establishment of a National Lotteries Commission.

to provide for the extension of the powers of the board.

to provide for the licensing of an organ of state to conduct the National Lottery.
to provide for a clear accountability process for the distributing agency.

to provide for the professionalisation of the distributing agency.

to eliminate overlapping of functions between the Minister and the board.

to provide for the removal of the reconstruction and development programme as
acategory entitled to be allocated money of the fund.

9 to provide for matters connected therewith.

99 https://www.gov.za/documents/lotteries-act
100 https://www.gov.za/documents/lotteries-amendment-act-1
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Establishment

NLB - Act 57, 1997

#»To reguiate and prohibit fotieries and
spotls pools

=10 establish 3 National Lotteries
Board

sConsequentially 10 amend the Past
Office Adr, 1858, the Ganvbling Act,
1965, and the Gambling Act, 1982
(Ciskasi)

=10 fepeal the State Lotteries Act,
1984 (iskai), and tha Lotteries
Decres, 1989 {Transkei); and to
provide for mattars connected
therawith

BN Amendment

NLC —Act 32 of 2013

* o amend certain definitions

* 10 provide for the establishment of a
National Lotterios Commission.

=To provide for the externsion of the
powers-af the board

oTo provide lor the lcensing of an
organ of state to conduct the
NMatiopal | ottery,

=T provide for a clear accountability
process lor the distribuling agency.

sTo provide for the proféssionatisation

Review

* Awaiting subsequent review
« DTIC in early-stage discussion

ol the distributing agency.

=T0 eliminate overiapping of functions
between the Minister and the board

sTo provide [or the removal of the
recanstruction and developmant
Programme as a category entitiad to
be allocaled mouney of the lund; and

oTo provide lor matters connecied
therewith,

The role of the Executive Authority [Department of Trade, Industry and
Competition (dtic)]

Theimpacbfthedtic strategautiook othemandatandoperationsf theNLC

The Department of Trade, Industry and Competition (the dtic) was established in June 2019 by
the incorporation of the Department of Economic Development (EDD) into the Department of
Trade and Industry (the dti). The mission of the Department of Trade, Industry and Competition
(the dtic) is to promote structural transformation, towards a dynamic industrial and globally
competitive economy; provide a predictable, competitive, equitable and socially responsible
environment, conducive to investment, trade and enterprise development; broaden participation
in the economy to strengthen economic development; and continuallyimprove the skills and
capabilities of the dtic to effectively deliver on its mandate and respond to the needs of South

Africa's economic citizens.

The Department's strategic objectives are to: facilitate transformation of the economy to promote
industrial development, investment, competitiveness and employment creation; build mutually
beneficial regional and global relations to advance South Africa's trade, industrial policy and
economic development objectives; facilitate broad-based economic participation through targeted
interventions to achieve more inclusive growth; create a fair regulatory environment that enables

investment, trade and enterprise development in an equitable and socially responsible manner;
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and promote a professional, ethical, dynamic, competitive and customer-focused working

environment that ensures effectiveand efficient service delivery.

In line with the dtic strategic outlook and its impact on the NLC operations, theinstitutional

legislative mandate entails%?;

i To ensure that the National Lottery and sports pools are conducted with all due
propriety and strictly in accordance with the Constitution, the Lotteries Act, all other
applicable laws and the licence for the National Lottery, together with any
agreement pertaining to that licence and that the interests of every participant in
the National Lottery are adequately protected.

i Conduct research on worthy causes that may be funded without lodging an
application prescribed in terms of the Lotteries Act, upon request by the Minister,
Board or on its own initiative in consultation with the Board.

i Invite applications for grants from worthy causes in the prescribed manner, upon
request by the Minister, Board or on its own initiative in consultation with the Board.

1 Promoting public knowledge and awareness, developing and implementing
educational and informational measures to instruct the public on the lotteries and
provisions of the Lotteries Act, as amended, and educating the public by detailing
the process, requirements and qualifications relating to the application for grants
interms of the Act.

1 Manage staff, and its financial, administrative and clerical functions.

i Exercise any other function as delegated or directed by the Minister or the Board.

102 National Lotteries Commission (NLC), Integrated Report

2020, https://www.nlcsa.org.za/nlc-ir2020/nlc-ir2020/ebook/

National Lotteries Commission (NLC), Annual Performance Plan
2021/22, https://www.nlcsa.org.za/wp-content/uploads/2021/07/NLC-
2021-22-APP.pdf
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The impact of the new dtic strategic outlook on the mandate and operations of the NLC

Dtic Strategic outlook

Facilitate transformation of the economy to
promate industrial development,
investment, cormpetitivenass, and
employment creation.

MLC Operations

Ir-duswluatun

7

~—_|

Build mutually beneficial regional and global
relations to advance South Africas trade,
industrial policy and economic development

~

Create a fair regulatory environment that
enables investment, trade and enterprise
development in an equitable and socially
responsible rmanner

Facilitate broad-based economic participation

through targeted interventions to achieve
more inclusive growth

Promate a professional, ethical, dynamic,
competitive and customer-focused working
environment that ensures effective and
efficient service delivery

NLC Projects in the Arts Sector
supporting economic  reocovery.
Allocations made towards the
cultural expressions funding focus
area.

== Sy

Research to be undertaken as to
the potential opportunities by the
Arts, Culture and Mational
Heritage beneficiaries to export

their goods under the ARCFTA.
—

H Infrastructure projects funded by
NLDTF including jobs created
during construction.

:

T, | mic distict  allocations, job
creation and partnerships
engaged with the districts.

—_— The work that the GF Agents have

undertaken to support
marginalized and  distressed

commurnities,

E-runm e oY

MLC allocations made towards the
ervironment funding focus

area - Implementation of a
comprehensive  green  building
strategy

Buid apuble shate

T

MLC implernentation of the action
plan on raising service delivery
standards.

Alignmentfthedticandthe NLCstrategiobjectivewithnationatievelopmeptiorities

The National Development Plan (NDP) is implemented through 5-year implementation plans that
are consolidated into the outcomes of the Medium-Term Strategic Framework(MTSF). The South
African government is in the second full year of implementation of the Medium-Term strategic
Framework 2019-24. The work of the dtic is guided by Priorities 2and 7 of the MTSF which cover

economic transformation and job creation, and a better wo r | d Africa.

and
work programme is informed by the Re-imagined Industrial Strategy and the Economic
Reconstruction and Recovery Programme (ERRP), while the State of the National Address

(SONA) by the President highlights specificpriorities for the coming financial year. The following

adc

figure provides a graphical illustration of how these frameworks collectively guidethed e par t ment 6 s

prioritisatonsofo bj ect i ves and t he

apex priorities!®.

103 Department of Trade, Industry and Competition, Annual Performance Plan 2021/22,
http://www.thedtic.gov.za/wp-content/uploads/DTIC-2021-2022-Annual-Performance-Plan- March2021.pdf
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Apex Priorities

Build Dynamic Firms “Build EoonomicIndusion

Re-imagined Industrial = y B\ Economic Reconstruction

trateqy® &~ ; and Recovery Plan
Ly
y

Priority 7.
Priority 2 Economic Abetter Africa and Worid
Transformation and Jbb Oreation M—
Medium-term Srategc Framework
2019-24

The dtic has two key strategic objectives!®:

Building Dynamic Firms

Dynamic firms create decent jobs, pay tax revenue, provide career paths for
workers, are resilient to the rapidly changing economic conditions, and inject
entrepreneurialdynamism in and across value-chains. The dtic will facilitate the
conditions for the emergence of dynamic firms and will provide the requisite
support for established firms to become more dynamic and resilient. In this regard
the dtic:

strengthens partnerships with the private sector, focusing on opportunities

Cultivate a wider export market, especially in Africa; and

=A =4 = =

Implements supply side measures to build competitiveness.

Building Economic Inclusion

The dtic building of economic inclusion is essential to increase the growth potential
of the South African economy as deeply inequitable economies tend to grow
slower than countries with a more equitable distribution of wealth. As a result, the
dtic:

104 National Lotteries Commission (NLC), Annual Performance Plan
2021/22, https://www.nlcsa.org.za/wp-content/uploads/2021/07/NLC-
2021-22-APP.pdf
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1 addresses structural challenges to growth primarily, through competition
policies; and
9 strengthens the inclusivity and transformative quality of growth, including

broadening ownership and more inclusive corporate governance models.

The dticds 2021/ 22 annual perf or manc ekepdriaites mai nt a
while acknowledging that the current global and domestic circumstances necessitate some

adjustmentstothedepart ment 6s pl an.

In Iline with its mandate, vision and mandtargessn, NL C¢
is aligned to the political, social and economic realities of South Africa'®. Inpar t i cul ar, the
role and functions as outlined in the Amended Lotteries Act place anobligation on the organisation

to support (directly and indirectly) the electoral mandate of Government. From a strategic

perspective, the sight of government priorities providesa major opportunity for the NLC within the

disciplinary context of social development and social upliftment. This includes addressing
unemployment and alleviating poverty asaligned to the NDP. The NLC is therefore driven by

government policies on economic andsocial development.

Latest developments in the lotteries market

Globally, the increasing acceptance and popularity of lottery in general has resulted in thecreation
of a whole different form of gaming on the Internet of which South Africa is no exception in this
paradigm shift. The rise in consumer choice for online lottery is propelled by faster internet
connectivity, which permits operators to stream various events from around the world, allowing
the consumers to bet on several games of chance including the lottery. Furthermore, although the
lotteries are characterised by relatively higher oddsof winning but offer a high return on low
investment as compared to other games of chance. As result, a large group of individuals are

attracted by the rewards and invest accordingly to participate in these games.

ImprovednternetConnectiongdvances SecurityEncryptiomand Streaming
Technology

The unprecedented growth opportunities in online game of chance have compelled onlinevendors
to improve the security and reliability of online betting platform which also resulted in the

popularity of online lottery across the globe%.

105 http://www.thedtic.gov.za/wp-content/uploads/NLC Strat Plan.pdf

106 https://www.marketwatch.com/story/sports-betting-lotteries-market-latest-trends-
business- opportunity-and-scope-2021-t0-2027-2021-07-
107?siteid=bigcharts&dist=bigcharts
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Improved security and reliability in a form of advanced encryption and banking technology has
further addressedconcerns about banking security while conducting any kind of transaction over
the Internet resulting punters playing securely and confidently online. To further ensure the
integrity of online software platforms for online betting and conducting transactions, international
regulatory bodies and independent auditing companies conduct regular auditing and other

security evaluation measures.

Market growth will Incremental /" Growth for 2020
ACCELERATE o growth N
a CAGR of almost

10% USD 220.52 bn 8.83% . ;

Expected fime by when the
impact on marke! will normalize . Market esfimates o be revisited and updated in Q3-2020

based on the revaluation of the iImpact ds the pandemic
I‘ Q3-2027 jpest Cane | . wrecd platmaus The update will be avaloble free of cost
Q1-2022 wwst Casal

1o ail customen

Europdoldsamajosharantheglobalotterymarket

Rapid technological advances in European countries manifest in a relatively higher uptakein
online activities has contributed to the shift in preference from traditional modes of physical draw-
based games to the virtual ones'%’. This is evident from the fast-paced increase the growth of the
European online lottery market in relation to other countries. The popularity, easy access and
cost effectiveness of social media platforms also provide opportunities to the companies offering
lottery gaming services to use social media as a promotional strategy to attract large number of
users. This is one the major factor that contributes to an increase in the sales of various lottery
tickets which is also associated with convenience purchasing the tickets online. Furthermore,
stringent government regulations regarding the operation of online lottery in the European

countries help in gaining consumer trust and interest.

107 https://www.Mordorintelligence.Com/Industry-Reports/Online-Lottery-Market
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It is on theses premises that the National Lottery aims to keep abreast of the developmentsand
trends in the lottery market. The international development in the lottery market further shows
that the NLC competes in a highly competitive and dynamic environment that require higher
innovation and creativity. It is evident that this environment is characterized by the rapidly
changing technological advancements, and a competitive gaming industry that is subject to the
entry of new and innovative gaming approaches, aswell as constant changing gaming attitudes
and behavioural patterns among the punters.In this regard it is important for the NLC to keep
abreast of the technological changes andalso be proactive and innovative in terms of product

development to remain competitivein the lottery market.

Impacbftechnologytheregulatioafthelotteryndustry

Technological advancements create a challenge for regulators and policy makers particularly in
the gaming industry including the National Lottery. Since the legalization ofgambling in South
Africa in 1996, the gambling industry has grown and evolved substantially. Technological
advancements on existing forms of gambling and new forms of gambling have emerged and have
created challenges for regulators and policy makers to effectively regulate the gaming industry.
This has been shown by certain forms of illegalgambling that have been persistently growing in
popularity.108

108 Government Gazette No. 39887, 1 April 2016
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The influence of information technology in the gaming environment including the lotteryis shown
in research where nearly half of the participants in the National Lottery Participants and Attitudes
Survey in South Africa (2019) believe that information technology enhances participation in the
lottery®®®. It was further mentioned in the NLC Strategic Plan 2019/20 that online gambling

influences people who want to participate ineasily accessible games.1°

EntrancefNewGamind/lodes

The entrance on new gaming modes in the gaming and the lottery industry had a considerable
impact on the National Lottery market share and in the games of chance industry. As a result, the
National Lottery experienced a shrinking and stagnant market share. This was further confirmed
by studies that show that the decline in the sale of lottery tickets is due to growing competition.
The National Lottery competitors include bookmakers and betting operators that accept wagers
on the outcome of the National Lottery as well as other international lotteries or similar games
that offer higher prizes compared with the pay-out by the National Lottery. Until the issue around
the direct National Lottery competitors is adequately addressed by the NLC, the competition from
the operators will continue to restrain the growth of the National Lottery. However, due to an

increase in online ticket sales, there was 0.7 % change from 2019 to 20211,

National Lottery (R millions)

2012 2013 2014 2015 2016 [isalalvhl: S lvs £ IS-1 ) NS-11 -4 B4 5 W £1

GGR 2355 2297 2280 2213 2980 3010 3030 3050 3080
9% Clrange 20 25 -07 -29 347 RS 0.
Contribution to NLDTF from ticket sales 1600 1562 1550 1073 1372 BRI e IR SR

. - -

% change T42 24 08 -308 279 |[BETEEET I E A A A T

Sources: National Lotteries Commission, PricewaterhouseCoopers LLP, Wilkofsky Gruen Associates

109 National Lotteries Commission (NLC), National Lottery participants and Attitudes Survey in South Africa
in 2019, http://www.nlcsa.org.za/wp-content/uploads/2019/07/NLC-2019-NATIONAL-LOTTERY-
PARTICIPATION-AND-ATTITUDES-SURVEY_FINAL.pdf

110 National Lotteries Commission (NLC), Strategic Plan 2019/20,
http://www.nlcsa.org.za/wp-content/uploads/2019/07/NLC-Strat-Plan-for-2019-

20.pdf

111 National Lotteries Commission (NLC), Annual Performance Plan 2020/21,
https://www.nlcsa.org.za/wp-content/uploads/2021/03/NLC-APP-2020-21.pdf
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AttitudeandPerceptionBowardtheNationdlotterandOtheiGames

The last study that was conducted by the NLC commissioned in 2018 has shown that the poor
odds of winning National lottery games as compared to other competing and illegal games
appeared to be the major drawback associated with NationalLottery. More specifically, the odds
of winning large jackpot prizes are seen to be extremely slim compared to other games that

directly compete with the National Lottery Games.

Besides the poor odds of winning associated with the National Lottery games, it was further
revealed from the studies that there is a general lack of trust towards the NationalLottery system
by the communities. The apparent scepticism against the National lottery system stems from the
methods that are used to draw the lottery winning numbers. The methods involved in the process
are seen to be non-transparent and raise a lot of suspicion leading to the belief that the lottery
winning numbers are in some way being manipulated. This view was expressed by lotto players
and non-player who are of the opinion that the lottery system is designed to generate more

revenue for the NLC than toallow for more winners!2.

It appears from Big Data analyses!!® that during the period January 2020 to October 2020 there
was an increasing consumer interest in the National Lottery whereafter interest decreased during
the period November 2020 to July 2021. This consumer interest patternwith respect to the South
African National Lottery can be explained by a complex mix of COVID-19, lockdown, economic
growth, employment and consumer finances factors. However, the bulk of these factors are
underlying or non-proximate predictors of interestin the National Lottery with the proximate

predictors being the pay-off issues mentionedin the preceding discussion.

Interest in the National Lottery (South Africa)
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112 National Lotteries Commission (NLC), National Lottery participants and Attitudes Survey in
South Africain 2019, http://www.nlcsa.org.za/wp-content/uploads/2019/07/NLC-2019-NATIONAL-
LOTTERY- PARTICIPATION-AND-ATTITUDES-SURVEY_FINAL.pdf
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TheimpacofCOVIEL9onBehaviowandParticipatidPatterng LotteryGames

A study that was carried out in Sweden regarding the Impact of COVID-19 on Online Gambling 1
A General Population Survey During the Pandemic in 2020 shows that gambling patterns for
several gambling types was lower compared to a previous study in online gamblers in the same
setting, while online non-sports gambling remained at high levels. In particular, the findings further
shows that the gambling was the highest for online horse betting (90%), online casino (81%),
online poker (74%) and online bingo (72%)4.

A study titled 6 Gamhld Crisigi ADuCa winsge tfhoedt hagmmhdDbat
COVID-19 pandemic could impact on the financial and psychological well-being of individuals
resulting from the social isolation during spatial distancing, and these stressorsin conjunction with
substantial changes in gambling markets (land-based, online) during the pandemic may
significantly influence gambling behaviours. The study further emphasizes that although gambling
may be impacted in many ways during COVID-19 as aresult of closing of casinos and cessation
of sports that could have limited certain forms ofgambling, internet gambling remained available,

and COVID-19-related stress may have increased engagement in gambling.

It has been shown that technological advancements potentially alter customer behaviourand fuel
growth in the lottery sector. Besides, it should be acknowledged that the retail space is still
dominant, a shift from brick and mortar into the online channels was evidentin South Africa during
the COVID lockdowns. In line with international trends, it is expectedthat as South Africans gain
access to the internet, there is high likelihood for shift towardsthe use of online medium to
purchase lottery tickets. This trend is evident from a higher increase in the number people
registering to play the lottery online as the country was inlockdown as a result of the COVID-19

pandemic!?®,

113 Google Trends, http://trends.google.com
114 https://www.frontiersin.org/articles/10.3389/fpsyq.2020.56854 3/full

115 Hakansson, Anders PhD; Fernandez-Aranda, Fernando PhD, FAED; Menchon, Jose M. MD,
PhD; Potenza, Marc N. MD, PhD; Jiménez-Murcia, Susana PhD, Gambling During the COVID-19
Crisis i A Cause for Concern, Journal of Addiction Medicine: July/August 2020 - Volume 14 -
Issue 4 - p e10-e12
https://journals.lww.com/journaladdictionmedicine/fulltext/2020/08000/gambling _during_the covid
19
crisis __a _cause for.10.aspx
116 National Lotteries Commission (NLC), Integrated Report 2020, http://www.nlcsa.org.za/nlc-
ir2020/nlc-ir2020/general/risk-management.php
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Review of recent NLC study 1 NLC stakeholder perceptions survey
2021

There are numerous strategic outflows that emerged from the findings of the recent studythat was
conducted by the NLC during 2021. Some of the most salient strategic outflows that should be

considered by NLC from the recent NLC stakeholder perception survey 202117 include:

a. NLC regulatory function

There was view of a broad lack of awareness regarding the regulatory function of the
NLC, necessitating more proactive education to increase public awareness of this
crucial role inensuring that the interests of all participants in the National Lottery are
adequately protected. In addition, a decentralised approach, in particular to the
regulatory function of the NLC, will empower provincial managers to assist the general
public with enquiries. Such a drive will improve the quality and turnaround time of

service delivery across all areas of operation of the NLC.

b. NLC Communication

Where the NLC is unfairly criticised in the media, a speedy response by the NLC is
paramount to protect the good name of the NLC and dissuade the spreading of harmful
accusations against the NLC. In order to optimise transparency and build staff morale,
excellent internal communication is also required to ensure that staff feel included and
experience a sense of belonging. This will contribute to productivity and efficient

service delivery as a positive work force will strive for excellence.

c. Grant application process

The grant application process should be as accessible and simple as possible. Having
the application forms available in a selection of South African national languages, in an
onlineand hard copy format, will be favourably received. There is a need for feedback
to applicants during the period they await the result of their application this will create
transparency and contribute to improved service delivery. The need for more support
by the NLC during the application process was expressed, especially in the rural areas.

The establishment of smaller rural NLC satellite offices might be a sensible proposition.

d. Grantee disclosure and oversight

The strong sentiment expressed by internal and external stakeholders that it is in the
public interest to disclose the names of grantees makes a strong case that the NLC

boardcould remind Parliament of its discretion under the provisions of parliamentary
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rule 189 to decide whether grantee information should be treated as confidential or not
also considering the POPIA compliance requirements. More inspectors should be
appointed toinspect the operations of grant applicants and grantees to ensure that the

funds are responsibly utilised to the benefit of society.

Discretionary grants

The negative view held particularly by external stakeholders regarding discretionary
grants for worthy good causes, requires reviewing and subsequent communication

providing clarity regarding the decisions taken concerning this matter.

NLC standard of service delivery

The same high standard of service delivery across all provincial branches should be

encouraged.

NLC technological advancement

It was recommended that a forward-looking technology approach is adopted by

integrating innovative platforms in all operational areas of the NLC where it adds value.
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THE IMPACT OF MACROECONOMIC, DEMOGRAPHIC, SOCIOECONOMIC,
BEHAVIOURAL, ATTITUDINAL AND INSTITUTIONAL VARIABLES ON GROSS
GAMING REVENUE

Having provided a detailed overview of changes in the macroeconomy, population
(demographics), the socio-economic situation of South African consumers as well as some
attitudinal and behavioural aspects of consumers in relation to the National Lottery, the question
could be asked as to how all of this impacts Gross Gaming Revenue (as a predictorof National

Lottery spend).

This will be the focus in the modelling-based analysis which follows where the aim will beto
uncover the complex relationships between the said factors and Gross Gaming Revenueto provide
strategic insights to the National Lotteries Commission regarding the predictors of consumer

interest in the South African National Lottery.

Modelling methodology

To model the relationships between various macroeconomic, demographic, socioeconomic,
behavioral and attitudinal variables on Gross Gaming Revenue to show the impact of changing
macroeconomic dynamics on the South African National Lottery, atime-series econometric model

was constructed. The model comprises of the following components:

1 A time-series database covering the five-year period the period July 2016 to July
2021 comprising of macroeconomic (including inter alia various gross domestic
product, household consumption expenditure and employment variables),
demographic (including inter alia various population size, population distribution,
population density, COVID-19 infection, COVID-19 death and COVID-19
vaccination variables), behavioral (including inter alia various gaming and lottery
spend variables) and attitudinal (including inter alia various attitudes towards the

national lottery and the coronavirus variables).

I Time-series Pearson Product Moment correlation and linear regression tests were

used in order to determine the impact path of the various macroeconomic,
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demographic, behavioural and attitudinal variables in the above-mentioned time-

seriesdatabase on gross gaming revenue and lottery spend outcomes.

1 The use of the correlation and regression analysis outcomes to construct an impact
path between the various macroeconomic, demographic, behavioural and

attitudinal variables as well as gross gaming revenue and lottery spend outcomes.

9 The construction of an impact model for modelling purposes using the impact path

shown above.

A database comprising of macroeconomic, demographic, behavioural and attitudinal as well as
gaming and lottery related variables was compiled for analysis and modelling purposes using a
variety of data sources. The data from such datasets were all convertedto weekly data spanning
the period 31 July 2016 to 18 July 2021. The various data sources used include inter alia South
African Reserve Bank (SARB) Time-series data (macroeconomic data), i Ouworld In Da t
Database (demographic data), Gauteng Gambling Board (Gaming data), National Lotteries
Commission (Lottery sales data) and Google Trends (Attitudinal and Behavioural data). The said
database was subjected to datacleaning followed by statistical and econometric diagnostic

analyses to determine the quality of the data and to address quality issues.

The variables in the database were subjected to correlation, regression, cointegration and
causality tests using two statistical programmes, namely EViews and SPSS. The results obtained

by such analyses are being shown and discussed below.

Modelling results

The first set of analyses conducted for the purposes of this study was correlation analyses.By
means of such analyses it became clear that the various macroeconomic, demographic,
behavioural, attitudinal, gross gaming revenue and lottery spend variables are generally
correlated but the correlation coefficients found were generally low which are indicative of many
such relationship being indirect relationships. To test for direct and indirect relationships between
such data regression analyses were used. By means of such regression analyses the following

relationships were found whichare very pertinent for the purposes of the study under discussion:

1 Gross Gaming revenue is a very strong predictor/influencer of Total National
Lottery Income (R-Square is 0.986). The implications of this are that the National
Lottery Income share 98.6% of the variance of Gross Gaming Revenue. It could
therefore be expected that as Gross Gaming Revenue goes up National Lottery
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Incomes would follow suit. Because of the fact that detailed National Lottery
income is not availablefor the full period covered in this report, Gross Gaming

Revenue was used as a proxyfor National Lottery Incomes.

1 National Lottery Incomes are also being strongly predicted/influenced by changes
in the national Gross Domestic Product (R-Square is 0.859). This is to be expected
because periods of strong economic growth ensures that there are more job and
income generating opportunities which both contribute to higher incomes which

leaves more money in the hands of consumers to spend on the National Lottery.

1 National Lottery Incomes are also being strongly predicted/influenced by changes
in the changes of consumers in the national lottery (R-Square is 0.888). It is clear
from the data that when consumers conduct more online searches regarding the
National Lottery and communicate more about the National Lottery on social

media, greater expenditure on the National Lottery results from that.

T Gross Gaming Revenues (as a proxy for National Lottery incomes) are being
strongly predicted/influenced by changes in the population (R-Square is 0.768).
The implication of this is that as the population grew, and here especially the adult

population, it had a strong impact of Gross Gaming Revenues as well.

1 Another variable that was found to be a predictor of growth in Gross Gaming
Revenueand the National Lottery include is total non-agricultural employment. It
appears in this regard that there could be an impact path from population growth
to employment growth to total household consumption expenditure to Gross

Gaming Revenue to National Lottery incomes.

Based on the regression analyses reported above the impact path shown in the figure below was
found using some of the above-mentioned variables. This figure is presented as an indicator of

the complexity of the relationship found among the various variables in the model.
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New Covid cases Total non-agricultural 2mployment

R?=0.159

R?=0.341 R?=0.367

R? =0.986
Gross Gaming Revenue ra National lottery Income

Y-

R?=0.604

Population R?=0.888

Concern regarding Covid-19
R?2=0.151

Interest in the National lottery

The implications for changing macroeconomic dynamics for the
South African National Lottery

Given the strong impact path between the variables discussed above and shown in the figure the
implication is that a large number of these variables as currently experiencing downside risks with
respect to growth in 2021 which could have an adverse impact on thegrowth of both Gross Gaming

Revenue and National Lottery Incomes.

Such downside risks with respect to the various variables discussed include population growth
which is a strong predictor of GGR growth is being impacted by the adverse effectsof COVID-
related morbidity and mortality. Recently released population figures by Statistics South Africa
has shown that COVID-19 already has a marked impact on mortalityand life expectancy, while a
consequence of COVID-related morbidity and mortality wouldalso be lower fertility rates which will

have an impact on long-term population and GGR growth.

Furthermore, Gross Domestic Product growth which is a strong predictor of GGR and National
Lottery Income Growth has been showing a downward trajectory during the past few years with
2020 being the lowest at about -7%. Although GDP growth during 2021 is expected to be higher
than 2020 at about 3.9%, such growth should be contextualized against the -7% of 2020 which
means that even after such higher 2021 growth South Africawill still be in a weaker economic

position than by the end of 2019.
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STRATEGIMPLICATIONSFENVIRONMENTACANTHEPESTLERAMEWORK

This section provides a summary of the relevant implications of the environmental scan in terms

of global, local and NLC-specific PESTLE frameworks.

Global Risks

A A gl o b aéfined asarkubicertam event or condition that, if it occurs, can cause significant

negative impact for several countries or industries within the next 10 years. Thefollowing have

been identified by the World Economic Forum as global risks!*é:

Glabal Risk

Asset bubble burst in
large economias

Collapse of a systemically
imporiant industry

Debt crises in large
economies

Failure io stabilize price
trajectories

Economic

Prolifaration of illicit
economic activity

Prolonged economic
stagnation

Severe commodity
shocks

Description

Prices for housing, investment funds, shares and other assets in a large economy
increasingly disconnected from the real economy

Collapse of a systemically important global industry or firm with an impact on the
global economy, financial markets and/or society

Corporate and/or public finances overwhelmed by debt accumulation and/or debt
servicing in large economies, resulting in mass bankruptcies, defaults, insolvency,
liquidity crises or sovereign debt crises

Inability to control an unmanageable increase (inflation) or decrease (deflation) in the
general price level of goods and services

Global proliferation of informal and/or illegal activities that undermine economic
advancement and growth: counterfeiting, illicit financial flows, illicit trade, tax evasion,
human trafficking, organized crime etc.

Near-zero or slow global growth lasting for many years

Abrupt shocks to the supply and demand of systemically important commodities at
a global scale that strain corporate, public and/or household budgets: chemicals,
emissions, energy, foods, metals, minerals etc.

118 World Economic Forum, The Global Risks Report 2021, Appendix A,
http://reports.weforum.org/global-risks-report-2021/methodoloqgy/
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Biodiversity loss and
ecosystem collapse

Climate action failure

Extreme weather cvernls

Human-made
environmental damage

Major geophysical
disasters

Natural resource crises

Giobal Risk

Collapse of a multilateral
institution

Fracture of interstate
relations

Geaopolitization of
strategic resources

Interstate conflict

State collapse

Terrorist attacks

Weapons of mass
destruction

Irreversible consequences for the environment, humankind, and economic activity,
and a permanent destruction of natural capital, as a result of species extinction and/
or reduction

Failure of governments and businesses to enforce, enact or invest in effective
climate-change adaptation and mitigation measures, preserve ecosystems, protect
populations and transition to a carbon-neutral economy

Loss of hurman life, darmage o ecosyslems, destruction of properly and/or finanicial
luss al a global scale as a resull of extreme wealhier events: cold fronts, fires, floods,
heat waves, windstorms etc.

Loss of human life, financial loss and/or damage to ecosystems as a result of human
activity and/or failure to co-exist with animal ecosystems: deregulation of protected
areas, industrial accidents, oil spills, radioactive contamination, wildlife trade etc.

Loss of human life, financial loss and/or damage to ecosystems as a result of
geophysical disasters: earthquakes, landslides, geomagnetic storms, tsunamis,
volcanic activity etc.

Chemical, food, mineral, water or other natural resource crises at a global scale as a
result of human overexploitation and/or mismanagement of critical natural resources

Description

Dissolution of a global multilateral institution established to resolve economic,
environmental, geopolitical and/or humanitarian crises with regional or global
implications: border disputes, environmental commitments, migration crises, health
emergencies, trade disputes etc.

Economic, political and/or technological rivalries between geopolitical powers,
resulting in a fracture of bilateral relations and/or growing tensions

Concentration, exploitation and/or mobility restriction by a state, of goods, knowledge,
services or technology critical to human development with the intent of gaining
geopolitical advantage

Belligerent bilateral or multilateral conflict between states with global consequences:
biological, chemical, cyber and/or physical attacks, military interventions, proxy wars etc.

Collapse of a state with global geopolitical importance as a result of internal
conflict, breakdown of rule of law, erosion of institutions, military coup, regional
and global instability

Large-scale, scattered or isolated terrorist attacks carried out by individuals or non-
state groups with ideological, political or religious goals, resulting in loss of life, severe
injury and/or material damage

Deployment of biological, chemical, cyber, nuclear and radiological weapons, resulting
in loss of life, destruction and/or international crises
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Societal
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Collapse or lack of social
security systems

Employment and
livelihood crises

Erosion of social
cohesion

Failure of public
infrastructure

Infectious diseases

Large-scale involuntary
migration

Pervasive backlash
against science

Severe mental health
deterioration

Widespread youth
disillusionment

Glabal Risk

Adverse outcomes of
technological advances

Breakdown of critical
information infrastructure

Digital inequality

Digital power
concentration

Failure of cybersecurity
measures

Failure of technology
governance

Non-existence or widespread bankruptcy of social security systems and/or erosion
of social security benefits: disability, elderly, family, injury, maternity, medical care,
sickness, survivor, unemployment etc.

Structural deterioration of work prospects and/or standards for the working-age
population: unemployment, underemployment, lower wages, fragile contracts, erosion
of worker rights etc.

Loss of social capital and a fracture of social networks negatively impacting social
stability, individual well-being and economic productivity, as a result of persistent
public anger, distrust, divisiveness, lack of empathy, marginalization of minorities,
political polarization etc.

Unequitable and/or insufficient public infrastructure and services as a result of
mismanaged urban sprawl, poor planning and/or under-investment, negatively
impacting economic advancement, education, housing, public health, social inclusion
and the environment

Massive and rapid spread of viruses, parasites, fungi or bacteria that cause an
uncontrolled contagion of infectious diseases, resulting in an epidemic or pandemic
with loss of life and economic disruption

Large-scale involuntary migration induced by climate change, discrimination, lack of
economic advancement opportunities, persecution, natural or human-made disasters,
violent conflict, etc.

Censure, denial and/or scepticism towards scientific evidence and the scientific
community at a global scale, resulting in a regression or stalling of progress on climate
action, human health and/or technological innovation

Pervasiveness of mental health ailments and/or disorders globally and across multiple
demographics, negatively impacting well-being, social cohesion and productivity:
anxiety, dementia, depression, loneliness, stress ete.

Youth disengagement and lack of confidence and/or loss of trust with existing
economic, political and social structures at a global scale, negatively impacting social
stability, individual well-being and economic productivity

Description

Intended or unintended negative consequences of technological advances on
individuals, businesses, ecosystems and/or economies: Al, brain-computer interfaces,
biotechnology, geo-engineering, quantum computing etc.

Deterioration, saturation or shutdown of critical physical and digital infrastructure or
services as a result of a systemic dependency on cyber networks and/or technology:
Al-intensive systems, internet, hand-held devices, public utilities, satellites, etc.

Fractured and/or unequal access to critical digital networks and technology, between
and within countries, as a result of unequal investment capabilities, lack of necessary
skills in the workforce, insufficient purchase power, government restrictions and/or
cultural differences

Concentration of critical digital assets, capabilities and/or knowledge by a reduced
number of individuals, businesses or states, resulting in discretionary pricing
mechanisms, lack of impartial oversight, unequal private and/or public access etc.

Business, government and household cybersecurity infrastructure and/or measures
are outstripped or rendered obsolete by increasingly sophisticated and frequent
cybercrimes, resulting in economic disruption, financial loss, geopolitical tensions and/
or social instability

Lack of globally accepted frameworks, institutions or regulations for the use of critical
digital networks and technology, as a result of different states or groups of states
adopting incompatible digital infrastructure, protocols and/or standards
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South Africa: Risks and Strengths

Turning to South Africa, a large number of the global risks indicated above are also applicable to

South Africa. However, South Africa also has a unique mix of risks to economic growth, economic

development, job creation and poverty reduction risks and weaknesses pertinent to the PESTLE

framework. Such risks can be summarized as followsbased on the PESTLE framework:

‘ Risk
A Widespreadealgovernananationaprovincialndlocalevels.
A Competingoliticalactioninthegoverningarty.
A Politicahndpolicyuncertainty.
A Persistergovernmegbrruption albatfower levetkan ithepast.
A Politicalinrest frotimetotime.
A Politicahcitemertysomepoliticaleaders.
ﬁ A The quality of government and government leaders are being widely
guestioned.

A A higlpercentagef citizenslon'agreenithgovernmepblicies.
A Government experience service delivery problems at all levels of

Politics government.
A Political manoeuvring taking up the bulk of the time of politicgamsentthe

ofactuallgoverning.

w

Economy

ToTo o oo T To T o T o Io To To o To To To I

Lowhistorieconomigrowthrates.
Lowlevelofjobcreation.

Highunemploymerates.
Persisterdtructurambalancestheeconomy.
Lowbusinesandconsumezonfidencievels.
Lowlevelofformasectoentrepreneurship.
Generahability toompetainternationatarkets.
Venryhighlevelofpovertyndinequality.
Veryhighdependenamncommoditiéderexport earnings.
High levels of economic concentration in the metropolitan aréagcaf Souf
Problemwithrespecto electricityeneratiocapacity.

Skills shortages with respect to certain skills and overstppélafisow
Lowefficiencgfgovernment spending.

The scarcity of foreign direct investment hindering the development of t
extractivandmanufacturirsgctors.
Fragilitpfpubli@ccountandpublienterprises.

Largescale economic dependence on fragile foreign capital flewssenmd tH
offoreigrexchangeeserves.
Agein@ndinsufficiemfrastructufetealiatranspodndenergy).
Deindustrializatior, manufacturimglyconstitute2%ofGDP.
An incomplete economic transition giving rise to persistent socioeconon
problemsotbeindullyaddressed.

104



Risk

Social

oo oo oo oo D>

Low quality s€hooling system at all levels compared to international
standards.

Lowlevelofsociatohesiom SouttAfrica.

Millions of South Africans feeling socially disempowered to immgrove the
livelihoods.

Therasaveryunequallistributioofopportunitiéis SouthAfrica.

Millions of South Africans still experience very low levels of Quabtytiof L
Africa.

Thereaarealargenumbeofcompetingocialdentitieg SouthAfrica.

High unemployment and stark income and wealtle srgigingjitisesocial
instability.

Highcrimé andhereespeciallviolentrimé incidence.

Poverty, growing inequalities and high unemployment amongatteegbuthj
sourcef socialiskintermsofcrimesstrikeanddemonstrations.

To o T To I I

Highdatacosts.

Lowinterngbenetratioin somecommunities.
Lowleveloflocakechnologicalinovation.
Low level of technical abilities among the economically active $oythiatio]
Africa.

LowleveloftechnologickteracyamongsoutAfricans.

The majority of South Africans not reaping the benefits of the Fourth
IndustridRevolution.

To I To To To

Ineffectivpolicingndprosecutian SouttAfrica.
Highcrimerates.
Lowevelofrespeciorthelawamondghegenergbopulation.
LowleveloflegaliteracamongouthAfricans.

Limitedaithinthe SoutAfricaregakystenamongouthAfricans.

T oo o

Impacofclimatehang®ncropproductioandthebiodiversity.
Tragedpfthecommongivingise tenvironmentaegradation.

The impact of a large carbon footprint duestwalargeal powered
electricitgeneration.

High levels of pollution due to manufacturing derived waste pioducts ar
pollutiomtheurbarareas.

Having identified and shown the PESTLE-related risks, it is also important to identify the

PESTLE-related strengths for South Africa as depicted in the following table.
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Strength

o o oo

SouthAfricasaregiongboliticgbowerhouse.
South Africa has a relatively stable democratic dispensationcivibkseverd
andbalance® maintaistability.

South Africa has a apdtty dispensation with freedom of speech
entrencheid theconstitution.

South Africa has a modenstitation with institutions such as the
Constitution@burto enforcadherenc® theconstitution.

Economy

oo o ToI»

SouthAfricasaregionatconomipowerhouse.

South Africa is rich in natural resources such as gold, platinum, coal,
chromiurandraremetals.

South Africa has a wdelleloped services sector which contributeSDR% td
SouthAfricehasa welldevelopedndsophisticatdthanciadector.
South Africa has a floating exchange rate, good monetary poladexecut
centrabankndependence.

There are high levels of-grtmrp and inteultural tolerance betwdiéarent
groupsn SouthAfrican spiteof politicalhetoricothecontrary.

Due to more people completing secondary education each year there ig
progressivehlargegroumfsociallgmpowergoeoplén society.

South Africans are generally very active on social media allshanigdor th
ofviewpoin@ndideasamongeopleationally.

o I

The level of mobile phiopard even smathoné usage in South Afiscpuite
high.

Thelevebfinternetoveragandinternetisein SouthAfricas quitehigh.
There are high adoption rates with respect to new tecClexaiegiese
Fourth Industrial Revolution technelogiegntroduced in Soéftica.

o 3>

South Africa has a welleloped legal infrastructure although the
enforcemettiereofs oftenlackingsindicatedbove.

South Africa has a lesgale law enforcement, prosecution asygtenal
The SoutAfrican Constitution with its Bill of Rights constitatiesattieof
the South African legal system thus ensuring thatighteomamés
beingoromoteth SouthAfrica.

South Africa has a lovely climate and a wonderful afalidéverfbra.
South Africa has a variety of environmental protection lawsamegulationg
enforcemeagencies.
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NLC PESTLE - Factors, Opportunities and Threats

The following table provides a summary of the factors that could be identified from the preceding

sections on the macro and institutional environments as they apply to the NLCin terms of the

PESTLE framework. Opportunities and threats are also briefly discussed foreach of the identified

factors.

Politics

Political factors, opportunities and threats

Factor Opportunity Threat

Intergovernmaht Strong opportunitytilise Duplicatioof

relations infrastructuesstablished by activities/interventibesween
other arntggovernment NLC and otreemsof

government

Politicagjoodwill The NLC has registered Weak documentation of the
goodwill of current N L Gdcsesseand
parliament, ministry, key achievements may lead to
stakeholders and Board of  negativperceptiorthreatenin
directors thegoodwill

Political Implement tighdvernance Avoidance of approvalsatieat|

interference tihe processesitanimise notalignedviththeNLC

administration of
theNLC

interference.

mandate

Upcoming Sécal

New demands to addtbss

Councils could halrerent

government needs of the previously priorities that aealigned
elections disadvantagedmmunities, withtheobjectives dieNLC
theyouthywvomerandthe
aged
District Upscale NLC district Failure to effectivelyootl

development
model

allocations, jebeatiomand
partnershipmgageith

thedistricts.

Society Lotteriagareness
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Economic factors, opportunities and threats

Opportunity

@)

= Slowing global

economigrowth
&

Global financial crisis will
lead to reduction in donor
funding hence partner
agencies depending on
donor funding will hkoweer
penetration.

Opportunity for NLC to
increaseutreach.

Ability of NLC to match
requireéxtendetlinding

Economy

Low SA economic

High unemployment rate

Participation of the perut

unemployment

growthrate and poverty impact lesfels grant recipientsillegal
gambling mordrequent gamesandiottery
participation

High youth In a low economic growth Current ESKOM power load

environmeentrepreneurship
andenterprise development
become more attractivtbéo
youth as opposedhe
shrinking formerhployment

shedding and drought are
barriers to entege
development

Income R34 billiohousehold Less affluent represents g
inequality gambling expenditure on sizeable portion of lottery
6games of ¢ he players

andunlicensenhodes)
AfCFTAxport Contributmeaningfultg NLC inability to facilitéite
plan thedticstrategipriorityf identification jpbtential
buildingnutuallpeneficial opportunities teArts,
regionadndglobatelations Cultur@andNational Heritage

toadvance South Africa's
tradejndustriglolicyand
economidevelopment
objectives

beneficiaries to export their
goodsundetheAfCFTA.
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Social factors, opportunities and threats

Opportunity

©

ECDliteracy Government priority of Adequacy of NLC fundimg
levels improving the foundational = DBE budget allocation
skills of literacy amsimeracy, addressheproblem
especially
i Re andthme @ ni n g«
Securityn Need to suppgavernment in  State of readiness in tefms
schools implementing the wisaleool  skills andesources

developmenptoject

Nationalisatiofi

Leverage the state as

Duplication in tHeployment

health care partners in health care of resourcasd provision of
system provisioniranddelivery healttservices
Women Developpecialised Nonralignment with the
empowerment programmes for women constitutional mandatkeof
initiatives entrepreneurs and facilities  dtic
womerprotectiongainst
violence
Amid/post A sharp rise NLC may find itself at the
COVIEL9 demand for higher levels of coalfacefcommunity
Assistance assistancionmthestateand frustrations, exacerbdiged

otheimportanlayers in
communityevelopmersych
asNLC

the COVHD9 pandemic
Needs to take this into
consideration as it seeks to
develop a blueprint for its
operations, going into the
future.
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Technolog

factors, opportunities and threats

Opportunity

©

T ThedIR

Establishment of the P@4IR
focus on amongst others
infrastructure arebources,
human capitahd future of
work that vitHpacNLC
mandate

Low level of participatiod
input into the worthefPC4IR
bythe NLC tionpacits
mandate

Technology

Technological
advances

SA attitudes survey show
thatinformatiotechnology
enhanceparticipatian the
lottery

The NLC stakeholder
perception survey 2021 alsc
recommended thdbevard
looking technologgproach
be adopted liytegrating
innovativplatforms in all
operationalreas of the NLC
where @ddsvalue

Technology advances have
created challenges for
regulators and policgkers
difficulties negulating online
gamin@ndiotteries

The odds as it pertains to
playing the lottery may well
weighin favouoftheillegal
outlets largely duthtr
aggression to regmtrons
and the ease afcess to sucl
lotteriesamongthers

Literacy and

Experts agree that people
cannot learn basic

Adequacy of human and
financial resources for

numeracy
foundation for
programming
andcoding

programming and codikitis
if their literacy amdmeracy
foundation is sotidi
Enhance NL&ntributicio
ECD

upscalindlLCcontribution.
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Legal factors, opportunities and threats

Opportunity

©

Legal

Regulating
promotional
competition

Explore the authority to
regulate, monitor & police
promotional competition
beingnoved back to tReC

The NLC must mobitisenan
and financiedsources in
addition to thestitutional
aspects tonplement.

Prohibiting and
combating illegal

NLC be tasked with
investigatirendprosecuting

Low trust in the natilmtedry
system.

gambling illegal lotteriéscluding R2.4 billion is spentlzyal
changing threurrent legislatioo  gambling in SoAfrica.
toexpressly state the power:
of lottery inspectorpddice
illegalotteries
Encourage NLC should consid&ategy Unfavourable oddsvafning
equitable for improving oddwinning and low payouisiit the levels
participationeit ofparticipation
lotteries
Grantee Appointment of md&E NLC board failure to secure
disclosurand officialsihspectors to attention of Parliameiitisto
oversight inspect theperations of discretion under firevisions

granapplicants and grantee:
toensure that the funds are
responsibly utilised to the
benefibfsociety.

of parliamentamyle 189 to
decide whethgrantee
information shobédreated
asconfidentialr not also
considering tfROPIA
compliancequirements
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Environmental factors, opportunities and threats

Opportunity

©

Climatehange

Growing focus environment
conservatiaran offer new
opportunitiés the youth to
startconservation related
businesses

Environmental related
businesses are capital
intensive

Environmentally
friendly grant
fundingroducts

NLC developing policies anc
products that are aligwéd
major environmerirétiatives

Denying fundingpmtential
grant holderghose
proposalareconsidered
unfriendly tieeenvironment

Naturaflisasters

Strengthenimyoactive
funding research in teofns
addressing planned and
unplanned Nli@erventions
equitably

Effectivenesd nationadnd
regional early warning
systems

events

Extreme weather

Innovative proactivading
research and gramiding
products

Failure of climate change
mitigatioandadaptation

Greening the
economy

Upscaling the NLC
allocations made towtrels
environment fundfogus
area and thenplementation
ofacomprehensive green
buildingtrategy

Lack of adequate funalirh
sectomllocatioreprioritisation
duetodeclinénrevenues
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Four themes identified by Investec (2021) *° to watch out for in South Africa during 2021 includes
political expectations, growth and COVID-19, fiscal policy and debt sustainability in addition to

Eskom power assessment.

9 Political expectations: The political situation in South Africa will be influenced in the
firstinstance by the way in which the COVID-19 pandemic develops during the year.
It will influence public opinion about government in general, determine its impact
on the economic dynamics and the impact on confidence in the short-term.
Successes or failures in this respect will be translated into political

optimism/pessimism and levels of economic confidence.

9 Growth and COVID-19: The South African economy in 2021 will be shaped on the
onehand by the COVID-19 pandemic and the timeline and efficacy of a vaccine
rollout; andon the other by the ability of the government to enact structural reforms.
These are critical if an economic growth recovery is to be sustained from 2022

onwards.

1 Fiscal policy and debt sustainability: Without this, the debt to GDP ratio could rise
to 100% over the next seven years compared to stabilising at 93% of GDP by 2024
if the interventions announced in the October 2020 are successfully implemented.
The ability to rein in spending with the focus on expense control and an increase in
spending effectiveness, is critical. The success of moving towards zero-based
budgeting, government wage constraints and reducing public sector head counts
could lower non-interest spending by R300bn over the medium-term expenditure
framework (MTEF) period relative to the February 2020 budget. The November
sovereign credit downgrade by Mo o d yod BB- with a negative outlook was
influencedby the view of government not being able reduce spending because of
political and social resistance and other implementation challenges. The decision to
lower spendingis supported by the fact that the multiplier effect from government
spending on the economy has turned negative, alongside debt levels continuing to

rise.

119 Investec. 2021. SA Economics. COVID-19 note i Friday 05 March
2021. [Online]https://www.investec.com/en_zal/focus/economy.html
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i Eskom power assessment:. Eskom cannot me et South Afric
going forward 1 the unplanned outages support this view. The Eskom generation
system risks collapse unless urgent long-term maintenance and mid-life upgrades
are made to existing coal-fired and nuclear power plants. There are no quick-fix or
simple-to- implement solutions available anymore. Hard decisions and trade-offs
need to be taken urgently to stabilise the current situation, otherwise the entire
power system will further deteriorate and face real risk of collapse. Power
supply/reduction optionsshould be put in place in order to mitigate the current crisis,
but to be effective these need urgent government decision making and

implementation, which cannot be solved by Eskom alone.
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NATIONAL LOTTERIESOMMISSION (NLC) | APP 2021/22

REGULATORY COMPLIANCE

Regulatory Compliance is the cornerstone of the NLC, holding in custody, the primary

mandate of the organisation being that of a Regulator. The NLC6s mandate to reg
lotteries and sports pools with integrity and ensure protection of all participants is realised
through the activities of the Division. The NLC

the main priority areas, focusing on monitoring compliance and performance of the National

Lottery Operator and Sports Pools against the Amended Lotteries Act and Licence Agreement.

The NLC ensures optimum and balanced regulation of lottery operators through the
Regulatory Compliance model depicted below:

PUBLIC
VALUE
DIMENSION

= Transparency
* Equality

STAKEHOLDER
MANAGEMENT
DIMENSION

= Employeerelations

= Social performance
of suppliers and
retailers

FINANCIAL
DIMENSION

* Revenue
* Keyfinancial results

indicators

O,

REGULATORY
COMPLIANCE
MODEL

SOCIAL
PARTICIPATION
DIMENSION

= Social responsibility
= Participation protection
= Supplier development

LEGAL

REQUIREMENTS

DIMENSION

* Regulatory
compliance

OPERATIONAL
DIMENSION

* Customer

satisfaction

*  Productivity
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Regulating the National Lottery Operator:

The National Lottery comprises of various games of chance, and is mainly built on integrity,
which is the main objective of our regulatory work to ensure that the integrity and reputation

of the National Lottery and Sports Pools is maintained.
Participant Protection:

The protection of lottery participants further remains top of our agenda for the reviews that we
conduct to ensure adherence to the Act and Licence Agreement by the Operator; coupled with

theNL Cd s | ermgandate eutlined/irthe Act to ensure that:

A The National Lottery and sports pools are conducted with all due propriety and strictly
in accordance with the Constitution, the Act, all other applicable laws, as well as the

Licence for the National Lottery;
A Interests of every participant in the National Lottery are adequately protected; and

A Net proceeds of the National Lottery are as large as possible.

The National Lottery Participants Trust (NLPT):

One of the critical regulatory tools for ensuring the protection of participants is the NLPT. The
NLPT is established in terms of the Trust Property Control Act 57 of 1998 and was founded
by ITHUBA Holdings (RF) (Pty) Ltd in accordance with the third licence to operate the National
Lottery. The licence is a regulatory instrument provided for, under the Lotteries Act, to enable
the NLC to fulfil its regulatory mandate of monitoring |l THUBAG6s operations and
obligations to procure a trust for the purposes of protecting prize monies payable to National
Lottery and sports pools participants who have 365 days to claim their prizes, together with
money for tickets bought in advance for multiple draws. The duty of procuring the trust is a key

element of the regulatory function of the NLC as set out in section 10(1)(j) of the Lotteries Act.

To improve trust in the National Lottery, enhance patrticipation in National Lottery games and
attract new participants, the NLC aims to promote transparency and fairness in the system
and methods used to draw winning Lotto and PowerBall numbers and the elimination of the
long time-interval before the draw of winning numbers as an assurance that there is no
manipulation of winning numbers through the established i Ed u c aahdi Awar enes s o

mechanism.

We shall further continue to create awareness to lottery participants on game rules and the
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claim period for prizes to ensure that winners claim their prizes in a timely manner. We also
assist participants who had their tickets lost or stolen through the verification processes of the
Operator, as well as reporting such theft to the relevant law enforcement agencies. Based on
the Boardbdés directive to give impetus to playe

reinforced:

0 ensuring that the Operator pays prizes promptly by conducting regular reviews of
payments to prize winners;

0 protecting players against possible fraud, by checking that the Operator implements
appropriate security measures to verify the identity of winners who claim prizes;

0 conducting reviews to ensure that the Operator protects the anonymity of winners, in
line with the Licence requirements;

0 approving and monitoring descriptions and procedures for key processes;

0 ensuring that clear information is available to players, including information on games
available, how to play and how to claim prizes;

0 developing an Alternate Dispute Resolution Strategy to address the handling of
complaints from players should they be unhappy with the service they have received
from either a Retailer, Operator and the NLC, after having exhausted the complaints
handling procedures;

0 ensuring that there are controls in place to protect players against excessive play; and

0 ensuring that there are controls in place to protect against underage play.

Society and other lotteries

With the introduction of the Lotteries Act in 1997, the Fund-raising Act was repealed and
introduced a new method for Non-Profit Organisations (NPOs) to raise funds through
conducting society lotteries (which must be authorised by the NLC), private lotteries and
lotteries incidental to exempt entertainment. Regulatory Enforcement assesses applications
for societies and lottery schemes. As part of our campaign to promote sustainability of non-
profit organisations (NPOs), we encourage civil society organisations to register society
lotteries for the purpose of fund-raising to support their various community-based initiatives.
The Act allows an NPO to operate up to 6 schemes in a year raising a maximum of R2 million

per scheme.
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lllegal Lotteries

There is a general consensus that business innovation is always advancing at lightning speed

and regulation is often-times playing catch-up. It emerged that regulation was not seen as the

complete solution to deal with illegal lotteries, and alternative approaches to restrict illegal

lotteries had to be identified through conducting research. The comprehensive il mpact of

I 11 egal (2016} stuéyrdocerernied the proliferation of illegal lotteries in the country. It

included an analysis of totalisators offering sports pools, fahfee, bookmakers offering fixed

odd bets on the outcome of a lottery, some promotional competitions, bets placed on

international lotteries and lottery scams. According to the study, the amount typically lost to

the economy equates to R6 billion per annum. Historically, the NLC took punitive action

against the operators of these illegal lottery schemes. However, NLC has considered the

possibility of legalising and licensing some additional lottery schemes. In this way, to adapt

the famous US anti-prohibition saying to our current purpose, we hope to bring popular but

il 1l egal games fiout of the underground and into t
monitored and regulated. In this way, the reputation and integrity of the National Lottery can

best be protected, whilst revenues for the National Lottery and for good causes are maximised.

This subsequenFégsil kkidl ittoy tShteudfy on t he Regul ati
essence, the study gives rise to a number of recommendations, including amending the

current legislation; blurred lines of regulatory responsibility and jurisdiction between the

lotteries and gambling legislation; and the consideration of new regulatory approaches.
Investigations

Promotional competitions, which are regulated under the Consumer Protection Act, taking the
form of lotteries, have been the subject of investigations. Operators of these activities who are
found to be in contravention of the Lotteries Act are issued warning letters, letters of demand,
and mostly signed undertakings to cease with their operations and properly register their
lotteries, where applicable. Promotional competitions are always difficult to regulate, as they
are both a form of lottery and a tool to promote business. Section 36 of the Consumer
Protection Act (CPA) defines promotional compet.
arrangement, syst e m, plan or device for distributing pri
applies regardless of whether participants need to demonstrate any skill or ability in order to
win a prize. Due to the element of chance, promotional competitions are often categorised as
lotteries or gambling. The massive expansion in social media in South Africa has made
promotional competitions an increasingly popular way for businesses to interact with potential
customers. Promotional competitions may not charge a consideration or subscription as a
condition of entry. As such, they are not supposed to compete with the National Lottery and

are not intended to be money-making schemes in their own right. The Impact of lllegal
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Lotteries study confirmed that this does not always occur, and that many promotional

competitions i e i thiargertoo high an entry fee, sell more than the allowed number of tickets,
or have a prize where the value exceeds a prescribed limit. As a result, these promotional
competitions are beingrun mor e for commerci al gain than for
2016: 38). It is clear that promotional competitions are abused, and that many illegal schemes
are offered under the guise of promotional competitions. Some form of regulation is needed

to protect consumers from this abuse.

The Lotteries Amendment Act, 2013 removed the definition of a promotional competition from
the Lotteries Act, despite the fact that the term is still used in sections 1, 56, and 57 of the
Lotteries Act. This means that promotional competitions that meet the conditions of a lottery
cannot be authorised in terms of the Act. The argument in favour of the NLC regulating
promotional competitions directly is that the NLC has a better understanding of the workings
of lottery schemes and is therefore better placed to regulate this particular game of chance
and to protect the consumer. From this perspective, the Lotteries Act should be amended to

make provision for both the authorisation and the regulation of promotional competitions.

GRANT MAKING

Grant Funding Department is responsible for ensuring that grants are administered efficiently
and economically. The current Grant Funding Model is designed to promote and support the
N L C Gstsategic mandate by responding to socioeconomic problems and leverage on
opportunities through strategic funding. The ke
utilise NLC capitals to create opportunities for communities to realise their potential. The
funding model is driven by an overall objective to Fund for Impact to maximise return on limited

resources.

REPORTING

Grant
funding

N L C &rant Funding Model
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Apart from developing a better understanding of local needs, the NLC is committed to the
optimisation of beneficiary support. To achieve impact in funding organisational capabilities
such as a programmatic approach as well as results-based management are being developed.
A programme approach recognises that development takes place through interconnected
actions within a specified geographical location. It further recognises that there may be multiple
needs that are often better addressed by multiple actors. Development is not a linear
occurrence but a cross pollination of multivariate factors coalescing to produce desired
change. A programme approach is better positioned to impact various socio economic and
political factors which produce afi d e f e sotidl systetn in a specific environment. Adopting
a programming approach goes someway in unearthing the underlying factors which produce
the social conditions that grant funding aims to address. The conceptual relationship between
funding for impact and beneficiary-centricity is a causal one. Beneficiary-centricity is one of
the key interventions, that if undertaken successfully will enable more impactful funding in the
context of the NLC. Beneficiary-centricity is therefore one of the strategic and operational
capabilities that is implemented by the NLC in order to achieve impact in funding. Focus has
therefore been aligned to map out funding outcomes so that the broad societal impact that we
aim to achieve extends beyond financially sustaining the organisations that we fund but to
change lives of the beneficiaries that benefit from our funding as well as the communities in

which they live.
Pro-Active Funding

Proactive funding assists in addressing strategic developmental issues to enhance social
engineering on a wide geographic basis. In this mode, the broad project idea originates with
and is developed strategically and proactively by the funder based on research conducted.
Proactive funding may also be made available for emergency support following natural
disasters or calamities. For the 2022/23 financial year, 60% of proactive funding will be

channelled to planned programmes as follows:
o District Development model implementation
o Infrastructure projects

0 Agriculture projects

The above initiatives can further be segmented into the following broad programmes:
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Programme Descriptor
Completion and Rollout of Infrastructure Projects that will
PROGRAMME 1. Contribute to Economic Recovery for the South African
Economy
Agricultural Projects that will contribute to Food Security and
PROGRAMME 2: Job Creation
Construction and Refurbishment of Integrated Facilities to cater
PROGRAMME 3: for Gender Based Violence Victims and for People with
Disabilities
PROGRAMME 4 Construction of Sports Facilities within Communities

Green Projects (projects that focus on coastal waste
PROGRAMME 5: management, environmental management, cleaning, and
recycling of waste)

School Sanitation Projects
PROGRAMME 6:

PROGRAMME 7: Industrialization - Support Initiatives that Produce Locally with
Intention to Access Local and International Markets for
Sustainability

The remaining 40% is reserved for Emergency projects (disasters, pandemics, hunger

interventions, etc.)

The NLC prides itself on the attraction of a skilled and experienced work force. Aligned to the
commitment to be a better regulator and beneficiary centric funder, the entity has embarked on
investing in the upskilling of critical positions to improve efficiencies. The establishment ofthe
Grant Funders Professional Standards in partnership with tertiary institutions and other funding
organisations remains a focal point. Moreover, NLC has realised the impact and thelooming
changes as a result of the 4th IR. On the whole governments will increasingly face pressure to
change their current approach to public engagement and policymaking, as their central role of
conducting policy diminishes owing to new sources of competition and the redistribution and

decentralization of power that new technologies make possible.

Ultimately, the ability of government systems and public authorities to adapt will determine their
survival. If they prove capable of embracing a world of disruptive change, subjecting their
structures to the levels of transparency and efficiency that will enable them to maintain their

competitive edge, they will endure. If they cannot evolve, they will face increasing trouble.

This is particularly true in the realm of regulation. Current systems of public policy and decision-

making evolved alongside the Second Industrial Revolution, when decision-makers
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had time to study a specific issue and develop the necessary response or appropriate

regulatory framework.

Giventhe 4th| R fapmid pace of change and broadimpacts, legislators and regulators are being
challenged to an unprecedented degree. The primary question is about how regulators and
legislators can preserve the interest of the consumers and the public at large while continuing
to support innovation and technological development. The general consensus is that entities
need to embrace fi a g goveenance, just as the private sector has increasingly adopted agile
responses to software development and business operations more generally. This means
regulators must continuously adapt to a new, fast-changing environment, reinventing
themselves so they can truly understand what it is they are regulating. To do so, governments

and regulatory agencies will need to collaborate closely with business and civil society.

To this end, the NLC has adopted a forward-looking skills agenda, one that focuses on infusing
a digital mindset in the workforce by making technology and innovation the pinnacle of all

training programmes.
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PARTC:MEASURINGURPERFORMANCE

JOINT INDICATORS DTIC & NLC

During 2021, the Minister set out a directive for all entities in the dtic familytoworkona s et of t hei

areas that have now been regrouped into 3 overarching integrated outputs.

A IKaPil mdts )KPIlns d i(ad | y,
The areas of focusrepresent key priorities of government that are set out in more detail in the Annual Performance Plan of the dtic. The NLC has

made a concerted effort to include the DDM and Transformation J-K P | 6 s i nof thelentity A P P

NLC will contribute to achievement of the Joint indicators and the output required is a report to the Executive Authority that sets out the actions taken
by the entity highlighting the contributions to achievement of the dtic outcomes.

Joint KPI OUTCOME OUTPUT INDICATOR TITLE INDICATOR ANNUAL DTIC CONTRIBUTION
DEFINITION TARGET BY THE NLC
INDUSTRIALISATION | Industrialisation and Report documenting | Report on integrated | Integrated support | Integrated supportto | A quarterly report
Localisation: the integrated | support across DTIC | across DTIC to drive | drive industrialisation | on ways in which
o Sector Partnerships _suppor_t _ to_ drive _to S drive | industrialisation th_at that _ supports | the NLC work
L lisati Increased industrialisation industrialisation that | supports economic | economic recovery; contributes to the
0 Loca |sa I(_)n industrialisation and | through master plans | supports economic | recovery; covering | covering  industry .
o Beneficiation localisation in national priority | recovery; covering | industry Master | Master Plans, achl_evgment of
Initiatives opportunities sectors; increased | industry Master | Plans, localisation | localisationinitiatives the indicator.
o Covid Industrial implemented and diversified | Plans, localisation | initiatives across the | acrossthe economy,
Production localisation through | initiatives acrossthe | economy, COVID | COVID-Industrial
o African & Global government and | economy, COVID | Industrial Interventions  and
E t private sector | Industrial Interventions  and | beneficiation
Xports procurement; and | Interventions and | beneficiation
o Gr?er_‘ Economy promotion of | beneficiation
Initiatives beneficiation
o0 Investment Initiatives | African & Global A clear plan that | Completed AfCFTA | AfCFTA export plan | Completed AfCFTA | A quarterly report
Exports: indicates the | Export Plan to grow | to grow value-added | export plan to grow | gn ways in which
potential value-added exports | exports to the rest of | value-added exports | the NLC work
Increased  export opportunities to grow | to the rest of Africa, | Africa setting out the | to the rest of Africa contributes to the

readiness by South
African firms,
measured by
knowledge of market
opportunities and
firm-level actions to

exports in terms of
the AfCFTA, with
responsibilities
assigned to facilitate
implementation

setting out the
opportunities by
product, sector and
country

opportunities by
product, sector and
country

setting out the
opportunities by
product, sector and
country completed

achievement of
the indicator.
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utilise these

opportunities

Investment
Initiatives:

Strategic investment
by enterprises
(private and public)
to support growth of

Investment projects
facilitated and
investment directed
towards key sectors
of the economy

Report on
Investment
facilitation and
growth: steps taken
to support new
investment in key
sectors

Investment
facilitation and
growth through
steps taken to
support new
investment in key
sectors

Report on
investment
facilitation and

growth: steps taken
to support new levels
of investment in key
sectors developed

A quarterly report
on ways in which
the NLC work
contributes to the
achievement of
the indicator.

South African
economy

Green Economy
Initiatives:

Report on growing
the Green Economy

Report on growing
the Green Economy

Actions to green the
economy

Actions to grow the
Green Economy and

A quarterly report
on ways in which

and greening the | and greening the greening the | the NLC work
Growing the Green economy economy through economy, through contributes to the
Economy and actions to support measures such as .
: : o . achievement  of
greening the project facilitation, support for project L
economy policy development, facilitation, policy the indicator.
investment development
promotion, new investment
product promotion, new
development or product
industrial processes development or
industrial processes
TRANSFORMATION Contribute to District  integrated | Report on District | District Development | District Development | A quarterly report
intergovernmental report with district | Development Model | Model and Spatial | Model and Spatial | gn ways in which
o BEE promotion action in development and Spatial equity | equity including | equity including | the NLC work
o Worker Empowerment implementation  of | economic maps including incorporating all | incorporating all contributes to the
o0 Structure of the economy: | the District incorporating all | work within  the | work within the hi t of
Economic concentration; Development Model work  within  the | District Model | District Model ac I'eV(.emen °
SME promotion towards district District Model District Development the indicator.
0 SEZ6s and | nd economic Model and Spatial
Parks development equity including
o Township Economy incorporating all
o District Model Reporting work  within  the
o0 Integrated Delivery: within

DDM by dtic family

District Model

Promoting a growing
and inclusive
economy

Report on actions to

promote
transformation
through  structural

changes in the
economy to enable

Report on actions to

promote
transformation
through  structural

changes in the
economy to enable

Actions to promote
transformation

through  structural
changes in the
economy to enable
greater inclusion and

Actions to promote
transformation

through both
structural changes
in the economy to
enable greater

A quarterly report
on ways in which
the NLC work
contributes to the
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greater inclusion and
growth; and
empowerment of
designated groups,
using the range of

greater inclusion and
growth; and
empowerment of
designated groups,
using the range of

growth; and
empowerment of
designated groups,
using the range of
public tools such as

inclusion and
growth; and
empowerment  of
designated groups,
using the range of

achievement of
the indicator.

public tools such as | public tools such as | procurement, public tools such as
procurement, procurement, incentives, technical procurement,
incentives, technical | incentives, technical | support and incentives,
support and enabling | support and enabling | enabling technical support
opportunities opportunities opportunities and enabling
opportunities.
DELIVERY /| CAPABL| Functional, efficient | Actions to promote | Report on | Strengthening and Review of | A quarterly report
STATE and_ ir_lte_grated functional,_ efficient str_en_gthening __a_nd building_ _capabilities unnecessary red | on ways in which
SDeTr|Vc|:C6$ Wlthln the | and mtegrateg bugdlng _l_capgbllltlﬁs ang aglllty in tha DTIC| tape a_nd compliance | the NLC work
to improve overnment and | and agility in the | and its entities, td reportin :

o DTIC Institutional | economic P ?neasures to reduce | DTIC agd i)t/s entities, | improve efficiencies ir reguirergents in ConfmbUteS o the
capacity: building | development and | red tape across DTIC | to improve | programmes and DTIC entities and aChI_eV(_amem of
strong capacity within | ease  of doing | and entities efficiencies in | entities, to contributgl programmes; the indicator.
staff business programmes and | to economic| monitoring

o Building the entity entities, to contribute | development and easq implementation
staffing andgovernance to economic | of doing business time; of DTIC
capacity & quick development qnd services

ease of  doing
response business

0 Shared services from
the dtic to smaller
entities (cost saving)
and across dtic
institutions

o Rationalising functions
between the
department
(policy/monitoring&
evaluation/oversight

and consequence
management) and
entities

(delivery/administration)
0 Addressing red tape
and compliance in
internal processes
0 Review of legislation

and regulations
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Ensuring effective
support functions from
other public entities to
achieve dtic outcomes

127




5.Institutiondrogrammierformandaformation

Programmg

Administratié&rBusinesSupport

Purpose

Toensurdghatthe NLCremains professionaindsustainablerganisatiowithinnovativandagileframeworks,
systemandstandardthataregloballgompetitive.

Outcome®utputR erformandadicatorandTargets

Outcome Outputs Output Annual
Indicators Targets
Audited / Actual Performance Estimated MTEF
Performance Period
2018/19 2019/20 2020/21 2021/22 2022/23 2023/24 2024/25
A Optimal 1.1TheFuture Fit - - People People Aligrthe Implemerthe Develop
professional a performanand | People Strategy Strategy was | Strategy Structures, il eader {programmes to
sustainable | effective implemented developed implemented | Systems, modethat is proactively
organization | adaptation of and by developing| processes and | appropriate for | capacitate
employees implemented | culture policiesis the people for future
transformation| defined in the organisaticas careersis
al plan Future Fit Peopl| defined inthe | defined in the
Strategy Future Fit Future Fit Peopl
People Strategy
Strategy
Protect and 1.2TheNLC Developed an{ Implemerand Implement and | Implement and
Strengthen the | Brand implemented t{ monitor thLC | monitor the NLJ monitor the NLQ
NLC Brand ManagemeRtan NLC Brand Brand Brand Brand
is implemented Management | Management Management Management
Plan Plan Plan Plan
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Outcome Outputs Output Annual argets
Indicators Audited ActuaPerformance Estimated MTERPeriod
Performancg
2018/19 2019/20 2020/21 2021/22 2022/23 2023/24 2024/25
Strategic 1.3ldentifydevelo - - - - Strategic Monitor the Monitor the
Partnerships at| and implement partnershipsith9| implementation | implementation
national and Strategic key stakeholder{ key strategic key strategic
provincial level| partnershipsgith (provincial and | partnerships partnerships
key stakeholdeas national) are
provincial and developed and
national level implemented
Innovative | Optimise 2.1 Percentage | 83% of 91% of 80% of 85% of grants| 90% of grants | 95% of grants | 100% of grants
andagile returns to disbursement of | grants grants grants disbursed paid in line with | paid in line with | paid in line with
frameworks| good causes | grants as per disbursed disbursed disbursed the regulated | the regulated | the regulated 60
systemand GNR644, 60 day 60 day day timeframe
standards 6(c)(iv) timeframe timeframe
thatare
globally

competitive

Promang
transformation
the economy t(

2.2 Number of
Enterprise Suppli
Development (ES

Implement 3 ES|
programs
nationally

Implement 5 ES
programs
nationally

Implement 6 ES
programs
nationally

enable greater| Programs

inclusion and | implemented

growth nationally

Drivingidital 23 Formulatthe - - - - The NLC Digitall Implement phas| Implement phas

transformation | organisational Transformation | 1 of the digital | 2 of the digital
digital Strategy is transformation | transformation
transformation formulated strategy strategy
strategy
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IndicatorgAnnuak Quarterlyargets

Outputndicator Annualarget Q1 Q2 Q3 Q4
1.1 The Future Fit Peg Align the Structures, Systems, proeesses Develop the Implement the Implement the Implement the
Strategy is implement¢ policies as defined in the Future Fit Peop implementation framework and framework framework and deliver
Strategy framewor&nd communications plan the alignestructure,

communications pfan
the alignmeatf the
structuresystems,
processes and policieg

systems, processes ar
policies

1.2 The NLC Brand
Management Plan is
implemented

Implement and monitor the NLC Brand
Management Plan

Develop tHerand
management plam the
new year

Implement theand
management plan

Implement the brand
management plan

Assess the efficacy of
the plan

1.3 Identifgnddevelop
Strategic partnerships
with key stakeholders
provincial and nationa
level

Strategic partnerships 94ty stakeholders
(provincial and national) are developed a
implemented

Appoint the working
committee for the
identificatioof
provinciand national
strategikey
stakeholdeend
develop thelated
action plan

Implement the action
plan

Implement the action
plan

Provide a report on the
key stakeholders
identified ardrategic
partnershigl O U €os
Exco

2.1Percentage
disbursement of
grants as per
GNR644,

6(c)(iv)

90% of grangaid in line withe regulated
60 dagimeframe

90% of grantisbursed

90% of grants disburseq

90% of grants disburse(

90% of grants disburseq

2.2 Number of Enterpr
SupplieDevelopment
(ESD) Programs
implemented nationall

Implement 3 ESD programs nationally

Identify the provinces
and issue the call

Selection of suppliers

ImplemerESDprogram

ImplemeriESD
program

23Formulate the
organisational digital
transformation strateg

The NLC Digital Transformation Strategy
formulated

Appoint the working
committeand develop
the framework and Tol

Appoint the service
provider

Map newlivisional
experiences and
business model

Formulate the NLC
Digital Transformation
Strategy
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Programmg

Regulatorgompliance

Purpose

Toensurghatthetrustandintegrityfthelotteryandscapes maintainethrouglexercisingurregulatorgversight
inenforcingafeandsustainabletterieandsports pools.

OutcomeRutputR erformandadicatorandTargets

Outcome Outputs Outputndicatorg Annual argets
Audited ActuaPerformance Estimated MTERPeriod
Performancg
2018/19 2019/20 2020/21 2021/22 2022/23 2023/24 2024/25
Safe and Fair and safe| 3.1 The Nationg Compliance Compliance Compliance | Compliance| Implementatig Implementatiq Implementatio
sustainable | national Lottery withlicence | withlicence | withlicence | withlicence | oftheNational| oftheNational| oftheNational
lotteriemand lottery monitoringiatrix | conditions | conditions | conditions conditions | Lottery Lottery Lottery
sportgools implemented monitored | monitored | monitored monitored | Monitoring Monitoring Monitoring
Matrix Matrix Matrix

Fair and safe

3.2 The Sports

Compliance

Implementatig

Implementatiq

Implementatio

sportgpools | Poolmonitoring withlicence | oftheSports | oftheSports | oftheSports
matrix conditions | Pool Pool Pool
implemented monitored Monitoring Monitoring Monitoring

Matrix Matrix Matrix

Enhanced 3.3Number of - - - - Decentraligvo | Decentralisend | Monitor

Regulatory regulatory activitie (2 regulatory monitoP decentralised

Activities decentralised to activities to regulatory activi| regulatory activi
provinces provinces to provinces anq

monitor
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Outcome Outputs Outputndicatorg Annual argets
Audited ActuaPerformance Estimated MTERPeriod
Performancg
2018/19 2019/20 2020/21 2021/22 2022/23 2023/24 2024/25

Retailer 34Numbeof - - - 650 retailer| 700 retailer 750 retailer 800 retailer
Inspection® retailer inspections| inspections inspections inspections
ensure the inspections conducted | conducted conducted conducted
integritpfthe | conducted
National nationally
Lottery
Protectinthe | 3.5 78% of all 96% of all [9%% ofall 100%of all Conduct Conduct Conduct
interests and | Percentage identified identified identifiednd | identified investigations | investigations | investigations
preventing investigations and and reportediottery| and on 10 of on100%ofall on 100%of all
harm to orreported reported reported schemes reported all identified | identifiedand identified and
participants | andidentified lottery lottery investigated | |ottery and reported | reported reportedlottery

lottery schemes schemes schemes lottery lottery schemes

schemes investigated | investigated investigated | schemes schemes
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Indicator®Annua& Quarterlyargets

Outputndicator

Annual arget

Q1

Q2

Q3

Q4

3.1 The National
Lotterymonitoring
matrix
implemented.

Implementation of the National Lottery
Monitoring Matrix

Implement the
National Lottery
Monitoring Matrix

Implement the
National Lottery
Monitoring Matrix

Implement the
National Lottery
Monitoring Matrix

Implement the
National Lottery
Monitoring Matrix

3.2 The Sports
Pool monitoring
matrix
implemented.

Implementation of the Sports Pool
Monitoring Matrix

Implement the Sports
Pool Monitoring
Matrix

Implement the Sports
Pool Monitoring
Matrix

Implement the Sports
Pool Monitoring
Matrix

Implement the Sports
Pool Monitoring
Matrix

3.3 Number of
regulatory activities
decentralised to
provinces

Decentralise two (2) regulatory activities
provinces

Identify mainstream
regulatory functions
including the rolit plan

Identification of relevant
roleplayerand conduct
training

Conductaining

Fullimplementationtbé
2 regulatorfunctions
the provinces

34 Number of retailer
inspections conducted
nationally.

700 retailer inspections conducted

200 retailer
inspections
conducted

200 retailer
inspections
conducted

150 retailer
inspections
conducted

150 retailer
inspections
conducted
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Outputndicator

Annuarlarget

Q1

Q2

Q3

Q4

35Percentage
investigations on
reported and
identified lottery
schemes.

Conduct investigations on 100% of all
identified and reported losiglgmes

Conduct investigations
80% of all identified ang
reported lottery scheme

Conduct investigations
85% of all identified and
reported lottery scheme

Conduct investigations |
95% of all identified ang
reported lottery scheme

Condudnvestigations or|
100% of all identified an
reported lottery scheme
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Programma

GraniMaking

Purpose

SupportingsustainabEndimpactfudivilsocietge ctotobooseconomigrowthinclusioandtoenableneaningfu
transformation.

OutcomeRutputR erformandadicatorandTargets

Outcome Outputs Outputndicators Annual argets
Audited ActuaPerformance Estimated MTERPeriod
Performance
2018/19 2019/20 2020/21 2021/22 2022/23 2023/24 2024/25
A sustainable| Regulation 4.1 Percentage g 98% of 9% of - 90% of 90% of 100% of 100% of
andimpactful | 3A(1)(a) applications applications | applications applications applications applications applications
civisociety adjudicated withil adjudicated | adjudicated adjudicated adjudicated adjudicated adjudicated
sector 150 days within 150 | within 150 within 150 within 150 within 150 within 150
days days days days days days
Funding 4.2A minimum of - - - - Allocation of 1094 Allocate 15% of | Allocate 20% of
alignedothe 10% allocated to of funds to projeq funds to projects| funds to projects
developmenta| projects located located in the located in the located in the
needs oBouth | the districts of th districts the DDM districts the DDM districts the DDM
Africa District
Development
Model (DDM)
Monitoring 4.32000 2847sitevisits| 2500site 1400 2500 Complete Complete Complete
and Monitoring visits monitong monitoring 2000 2250Monitoring 25@®
Evaluation of | reportsompleted reports reports Monitoring reports Monitoring
theprojects (sitevisits) reports reports
wefund
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Investing ithe | 4.4 Number of - - - - Implement Implemer& Implemeri2
sustainabilitf | capacity building capacity building capcity building| capacity building
NLC funded programs programs programs programs
organisations | implemented nationally nationally nationally
nationally
Indicator®Annua& Quarterlyargets
Outputndicator Annual arget Q1 Q2 Q3 Q4

4.1 Percentage of
applications adjudical
within 150 days

90% of applications adjudicated within
days

90% of applications
adjudicated within
150 days

90% of applications
adjudicated within
150 days

90% of applications
adjudicated within
150 days

90% of applications
adjudicated within
150 days

4.2 A minimum of 10
allocated to projects

Allocation of 10%wfds to projects locat
in the districts the DDM

10% of funding allocat
to projects located in th

10% of funding allocatg
to projects located in th

10% of funding allocatg
to projects located in th

10% of funding allocate
to projects located in th

located in the districts DDM districts DDM districts DDMistricts DDM districts

the District Developn

Model (DDM)

4.32000 monitoring | Completion 2000 monitoring reports Completé00 monitoring Complet800 monitoringl Completd0O0Omonitoring Completd00 monitoring
reports completed reports reports reports reports

4.4 Number of capac| Implementcapacity building Implemeritcapacity Implemerit Implemeritcapacity Implement 1 capacity
building programs programs nationally building program capacity building building program building program
implemented nationa| program
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6.Explanatioof PlannedPerformanaavertheMediunrT ermPeriod
Programnie AdministratimdBusinesSupport

The National Lottery operates within a dynamic environment that is characterized by
rapidlychanging technological advancements, and a competitive gaming industry that
subject tohe entry of new and innovative gaming modes, as well as coisgant chan
gaming attitudasdbehaviourglatternamonghepuntersln thisregardtisimportant
fortheNLCtokeepabreast of the technological chandgbs proactive and innovaitive

termsofproductievelopmetremaimelevanintheregulatioof theindustry.

The introduction of the Joint Indicator Descriptors by the Minister of Trade, Industry
Competition has heraldedw path for the NLC in attempting to integrate all government

effortdo uplift society.

The combination of outputs in this programme will position the NLC to execute bc
mandates ensure safeandsustainabletteryndustrformaximurmconomiandsocial

impact.

In the everchanging world of business, new products and services, technological and soci
media trends, political, legal and economic shifts demand continuous Barvestment in
organisatid main asset, its peofleganizations oéthurrent era require exceptional
quality of leadership and business processes if they are to renew themselves and becon
receptive and motivated enterprise proficient of sustainingrlseiccessept of
forganizational renewal completely differénmm organizational development as the
entire dynamics shift when the change in the company is being managed, keeping |
changing business environment as a primary focus. Therefore, to be successful, organize
must develop a leadership style, buginesss and culture that can effectively handle

the challenges and prospects that might come up. A management style that was adeqt
under one set of conditions may become progressively less effective under changi
circumstances. Thus, organizatioealaleresults in preventing corporate ehitrmpy.
NLCbroadlyefers to th process as th&iuture Fit People Strateblye focus for the

year in perspectivéhis alignmeanf systems, procesaas policies to the strategy.

NL@ Brand Management Rlainned at continuously developing a positive pefception
the entitynfortunatetyhe spate of negative media articleadtasshadow on the good

work that the NLC undertakes and shtbdivare positively impactéueyroceeds that
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are derived from the sale of lottery fidketaspect is crititalmaximise revenue for
good causes agaidatindling sales, a depressed economy and an ircyegssition

for the National teoy. Additionaltihhe market has become saturatedoaitis and
individualare often victims of such illegal activities. Having a strong brantievill shield

NLCfromunnecessapontroversand reinforce its role as a regulator.

Strategic partnegshare geared anhancing the mandates of the NLC with specific
reference to the funding mandate. It is envisaged that these key partnerships will ens
sustainability of funded progerisstreamline decision making and buy in, especially at
provincialevels.Infrastructure projemtgjuire significant capital oat&yithstanding
otheffactors such aecurity of tenummmunitgwnership, operational funding support

and sustainabilitilistoricallythe NLC has noted timabstinfrastructure projects
experience substantial setbfackarious reasons including that-ioffimng provincial
government structuaes redape frormunicipalitieéss the identification of suitable land

It is worth mentioning that once the ro@upleted, the NLC hands it over to the relevant
national body / provincial structime. validates the importance of ensoaing

agreements with the relevant stakeholders / partners are in place upfront.

In 2013, the Enterprise Development Repopact Amplifier and New York U@versity
(NYU) Centre for Global Affairs reported that the South African cofpanggetieactor

of billions of rands into enterprise development (ED) did not have a successful impact
socieeconomic transfotima. Additionally, the report found that the commitment by the
companies did not accomplish the intentions of tHgadeobaBlack Economic
Empowerment-BBEE) Codes. And these were not just any companies. The report drew
data from 60 of the top 10(panias listed in the Johannesburg Stock Exchange (JSE)
and that represent some @ &fkgest ED programnfesgood Enterprise Supplier
Development (ESD) Programme has the potential to be life changing for a small busines
helping to expand misirket access. ESD which forms paBBEH Code of Good
Practice, involves the upliftment of a small company in which a larger company may lik
procure with in futufidhe main goal BIL & enterprise development is to create
sustainable busines#leat grow and lead to job creation, which, in turn, contributes to
economic growth. In South Africa, enterprise development can lead to the growth of 1r
small businesses, can provide those entering the job market with opportunities and «
ensure the prgion of these opportunities are sustainable. Enterprise development
programmemreaimed at transferring skills and wealth that lead to the sustainable growtt
of a business asldalbe developed in a strategic manner.
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Closely aligned to domcept ajrganisational renewal and the future fit peoplesstrategy

the NLG digital transformation strate@y}/IEL9 has proved to betipping point in
governmerdsligital transformationthat it has accelerated the pace. The NLC is no
exceptiarBefore th pandemiblLC waprimariljdoing digi@ that is, leveraging digital
technologies to enhamsesvice delivepapabilities but still largely relying on legacy
operating models.is envisaged that this toammation will result in the N
technologies such as Al, cyber, and cloud to elevate the human experience and radic
transform service delivery andolfiéad operations. At the heart of digital transformation is
moving from ad hoc application of digital to designing and ghditgtaletetiinnologies

so that they are embedded across the organization and in its DNA.

Programniz Regulatoigompliance

The developments in the gaming and lottery industry have an influence on the regulat
environmepfthelotterieandalsocontribute theamendmewotfthelLotteriefct57 of

1997 ProvisionsiaddnthelLotteriedmendmeictNo.320f2013hadan impaainthe
NLCregulatoryunctionalndgovernanamlenamelyamendmenofcertairdefinitionso
providdéortheestablishmeaota Nationdlotterie€ ommissiotgprovidéortheextension

of the powers of the board; to provide for the licensing of an organ of state to conduct
National Lottery; to provide for a clear accountability process for theggdistybtaing
provide for the professionalization of the distributing agency; to eliminate overlapping
functionbetweetheMinisteandtheboardtoproviddortheremovabfthereconstruction
anddevelopmeptogrammesa categorgntitledobeallocatethonewyfthefundandto

providdormattergonnectetherewith.

Theoutputénthisprogramma&amto upliftheregulatorfunctiomftheorganisatian give
direct i mpetus to the Boar dNAL O reexd tsit ea
safeguargarticipan@ndthewidepublidyeffectivelsegulatinthelotteryndustryThe
approach will enable the NLC to respond to emerging risks and issues whilst constal
seekingvaygo driveup standardsl hisis especiallymportardueto thechallengeand
opportunitiemlineggaming@ndsmartphonechnologgbringingothesphereProtecting
children and the vulnerable from being harmed or exploited by gaming continues to b

priorittasdemonstratedroughhepilotingpfretailewerificationisits.

The monitoring of the National Lottery and Spo@pdtatds is executed thraogh
monitoring matricdsis is at the heart of the regulatory fandtiendirectly derived
from thdicence agreememte further plan to increase our regulatory foptprint

onboarding functions provinmadly to serve our participants in an improved manner.
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The outputs in this programme are intended to eresanel @gafainable lottery industry

for maximum economic and social impact.

Programm& GranMaking

The District Development Model aims to improve the coherence and impact of government
service delivery with focus on 44 Districts and 8 Metros around the country as development
spaces that can be used as centres of service delivery and economic development, including
job creation. A large portion of the South African population remains in poverty. The youth are
specifically hardest hit by unemployment. 56.4% of economically active youth aged 15 to 24
are unemployed while 35.6% of the youth aged 25 to 34 are unemployed. The highest levels of
youth unemployment are found among youth with a matric qualification or lower. While the
official unemployment rate increased from about 23% in 2009 to nearly 30% in 2019, the
expanded unemployment rate increased from less than 29% in 2009 to nearly 40% in 2019.
This is just one aspect we consider when formulating our priority areas. Extensive research is
conducted nationally to inform where the need is the greatest. Our approach this year is aligned
to the integrated framewaork of national government in that our focus has shifted from measuring
our impact in terms of numbers. For the MTSF period, the NLC will focus on measurable and
impactful outcomes. Our revised strategy entails the identification of outcomes that we intend
to achieve which will be mapped to the priority areas. The process requires alignment of the

entire value chain and work has already commenced in this regard.

Monitoring and evaluation is critical in assessing the impact of our developmental interventions.
Whilst it is not the only mechanism we deploy, the tools used are important to measure the
outputs (products, capital goods, and services that result from a development intervention. E.g.
Number of people trained / Number of workshops conducted) and the outcomes (The likely or
achieved short-term and medium-t er m ef fects or changes od an i ni
Increased skills / New employment opportunities) and the impact (The long-term consequences

of the program, may be positive and negative effects. E.g. Improved standard of living)

ManyN P Oféce challenges which cannot be overcemighilo survive anddtish,

civil society organizations must have the competence to represent themselves and oth
That's why training must be ongoing, and why building capacity through processes car
so effectiv@raining is fundamentally important, but trainindoousetb®n more than

just the basic§he NLC aims to capaxit e NPOG s Nn atobusema | | vy t

sustainable civil socsgtor exists in South Africa.
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Theoutputenthisprogrammareintendetbimprovéhewaywefund.Thecombinatiarfoutputs
in thisprogrammwill positiorthe NLCto executahe fundingnandateéo ensurea safeand

sustainabletteryndustrjormaximuraconomiandsocialmpact.

7.ProgrammBResoure Considerations

NL COb s p r oc e sbsdgeat it doperireagcardainae tp ensuresalignment with the
strategy and the Annual performance plan outputs. The process factors in the Board
Directors strategic direction; the cascading of these into the divisional planning of core
suppotbusinesanitsThefinancalivisiomssuexomprehensibeidgeguidelineforthe
compilation of the budget which is followeabgrmaeessions with the CFO and team
toensure alignment of the budget with the strategy and APP. Budgets are prepared on
actvitybased approach and cost containment measures are always incorporated in tt

process.

The NLC must ensure the financial sustainability, control and discipline of the organiza

in line with applicable legislation and policy prescripts.

The NLDTF doest receive an appropriation from the fiscus, however as stipulated in

section 23 of the Lotteries Act, the revenue of the fund (i.e NLDTF) consists of

a) The sums paid to the fund in terms of section- ShéH &f ticket sales from

the nationadttery

b) Interest and dividends derived from the investment of money standing to the cre

of the fund; and
c) Other money lawfully paid into the fund.

The 2022/23 revenue projections received from the operator depict a year on year -
nominagrowth from the 2021/22 budget of R1.5 billion to R1.6 billion. Grant allocations &
budgeted at R1.24 billion which is an increase of 6% from the 2021/22 financial year. -
total operational expenditure (excl. RFP costs of R26.8 million) ioZ0%ewodrine t

and is in line with the approved Budget policy.

Total operational expenditure [Incl. employee and RFP costs] is R587 million which is ay
onyear increase of 3% which is in line with the revenue growth of 4%. An observation m:
over the past financial years is that operational expendituraes abfzesgmorate than

the slow growth rate of revenue as depicted in the Revenue, Employee costs and Operati
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trend analysis. This budget sought to normalise this. Total operational expenditure [e:

Employee costs] has reduced by 14% mainly cweetbtthalign growth in expenditure
to the revenue growth. The reduction is also because in the prior year expenditure there
an approval of the deviation from the 30% of 5% whereas the 30% was met in the curi

year.

The NLC is currently in theepsoof preparing the 4th National Lottery Request for
Proposal (4th RFP) and the associated costs have been included in the total operatio
expenditure. The total budget for the 4th RFP is R26.8 million which constitutes 4,5% of
total operational erditure. The total operational expenditure to total revenue ratio is 30%
excluding the 4th RFP costs. RFP costs have been excluded in the 30% cap as they
considered exceptional expenditure. It is worth noting that some of the RFP costs are of
fromthe license fee payable upon appointment of the successful national lottery operator
well as the license application fee. The application amount has been budgeted at R12 mi
Rand. The license fee is only payable during the year of appaintcestfof aational

lottery operator which is anticipated during the 2023/24 financial year.

The revenue from share of ticket sales has contributed on average about 80% of the t
revenue. The dependency on the lottery operator poses a risk todtiteuslitia: a
requirement to keep reserves in the event or revenue digrth@ials ap revenue

inflow to the NLC and NLDTF. The approved reserve strategy requires that the NI
maintains a 100% operating reserve ration. This means that thelsasaintaieed

must sustain the organisation for a period of I heasths at the same levels of

spending of a prior financial year.

The costs associavagthProgramme 1: AdministratioBasidess Suppeiricludes the
organisational employestscofR152 million, operational expenditure in terms of goods
and servicad R203 million azagbital expenditwweR35 million.

The costs associateith Programme 2: Regulatory Compliance comprises of R51 million

employee cosindR3 millioforopeational expenditure

The costs associated with Programme 3: Grantdvigkisgs of RB9 billion which
represents the NLDTF budget for allgdati&bsmillion employee costs and a related

R39 million for operational expenditure
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REVENUE

NLDTF

Interest Received

License Signing Fees

Societies & Other Lotteries
Unclaimed and expired prize money
Withdrawals

Interest from the Participants Trust
Sundry Income

RFP Lottery Fee - Application Fee

EXPENDITURE
Allocations

Advertising & Publicity
Agency Emoluments

Audit Fees

Bank Charges

Board Members Emoluments
ICT Operational Cost
Conferences / Meetings
Consulting Fees

Courier & Postages
Depreciation

Electricity, water, rates & taxes
Refreshments & Catering
General Expenses

Insurance

Legal Fees

Motor Vehicle Expenses
Outsourced services

Print & Stationery
Professional fees

Lease costs

Repairs & Maintenance
Removals

Employee Costs

Recruitment costs - Permanent appointments
Staff Training

Staff Welfare

Subscriptions

Security

Telephone & Fax
Recruitment -Temporary Staff appointments
Travel & Accommodation
Workmens Compensation
Investigation cost

Trust Administration Fee
Trustee fees

NET SURPLUS

Total

ILIEIAN Projectiong Projections
oprdkMl  2023/24 | 2024/25

R 000 R 000 R 000
1,877,955 1,440,112 1,875,35(
1,613,45p 1,177,82B 1,613,45
75,014 78,761 77,914
2,504 2,500 2,500
80 83 87
140,000 145,600 145,60
20,000 20,000 20,000
10,903 11,334 11,793
4,000 4,000 4,00

12,00( - -
1,842,884 1,404,535 1,841,35¢
1,239,211 765,144 1,190,57
11,701 12,391 33,754
i 2,004 2,114 2,33(
6,105 6,468 5,516
241 255 199
15,227 16,125 15,27
26,874 28,464 34,404
3,533 3,747 3,112
37,974 40,214 39,134
617 654 633
i 8,571 9,074 7,493
4,100 4,342 4,59(
1,230 1,303 936
626} 663 958
689 730 1,165
30,05( 31,829 30,393
600 635 441
13,74 14,55( 12,715
2,684 2,847 3,663
8,000 8,472 7,413
26,324 27,874 29,15(
7,201 7,626 5,124
275 291 445
358,921 380,104 368,944
600 635 741
2,571 2,722 1,814
1,544 1,634 2,249
622 659 454
5,769 6,110 7,405
4,12( 4,363 1,653
395 418 371
6,089 6,444 8,897
480 508 339
10,000 10,59( 14,614
3,676 3,893 3,744
610 646 715
35,071 35,576 33,993
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TOTAL CAPEX BUDGET 35,665
Office accommodation 20,004
Computer Equipment 3,855
Office Equipment -
Intangible Assets 4,800
Furniture and Fittings 2,010
Network Infrastructure 5,000
8,571 9,076 7,493
Depreciation [ 8,571 9,074 7,499

7,977 44,653 41,485
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8. UpdatedeyRisks

Time scale

RESILIEL Interventions/ Actions to
Consequences Risk improve management of the
Exposure risk

Causes/ Background to

Outcomes Risk Description

risks
End Date

Innovative and | System does not | ‘Lack of independent Lottery Development of a strategy to Executive: Apr-22 Apr-23
agile provide for monitoring of the participants  not address the lack of independent | Regulatory
frameworks, sufficient operations of the National protected monitoring Compliance
systems and regulatory Lottery and Sports pools Financial losses
standards that | oversight and other lotteries R ional
are globally eputa'tlona'
competitive Circumvention by the harm/ integrity of Continuous regulatory Executive: Oct-21 Mar-23
operator of the terms and national lottery monitoring Regulatory
conditions of the Lotteries Litigation Compliance
Act and other relevant
legislation; and the
license
<
2
Ineffective monitoring of * Formal studies to determine | Executive: Apr-22 Mar-23
national lottery operator the viability/availability of | Regulatory
leveraging on gaming | Compliance &
technologies and on | ClO
monitoring tools for
- enhanced oversight. il Apr-23
Ineffective ICT systems Investigate the use of
to exercise effective .
oversight advanced technologies
Too much trust and _other _ than IVS to be
reliance placed on investigated.
operator's ICT systems
2 Safe and Ineffective Inadequate mechanism Litigation Implement Executive: Oct-21 | Mar-23
sustainable enforcement and | to prevent and/ or detect Reputational recommendations  arising | Regulatory
lotteries and prohibition action | illegal lotteries and sports damage from the illegal lotteries | Compliance &
sports pools. pools Impaired g research process Executive:
sustainability g Lobby for review of Lotteries Legal
Circumvention of the = Act to include enforcement
Lotteries Act and other powers
relevant legislation by
illegal operators
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Outcomes

Risk Description

Causes/ Background to
risks

Overlapping regulatory
mandate between the
NLC and Gambling
Boards

Consequences

3 A professional
and
sustainable
organization

‘Impaired
organisational
sustainability

Inadequate cost/ budget
management and
planning

Increase in number of
applications versus
limited financial
resources

Declining/ stagnant
NLDTF contributions

Dependence on single
revenue source

Sustainability of the
national lottery operator

Adverse actions of the
Lottery Operator and third
parties

Impaired organisational
reputation

Reputational

harm/ integrity of

national lottery
Adverse imp

act

on civil society &

beneficiaries

4 A professional
and
sustainable
organization

Failure by the
executive
authority to

appoint a national

Operational inefficiencies
leading to delays in
appointment of the
operator

1

Impaired
sustainability

146

Interventions/ Actions to
improve management of the

Time scale

risk
End Date

T Investigate other

mechanisms to deal with

illegal operators
Continuous budget monitoring CFO Apr-22 Mar-23
Recommend review of % | Commissioner | Apr-22 Mar-23
revenue contribution model to | Board
the NLDTF as part of the
development of RFP strategy
Revenue maximisation as part CFO Oct-21 Mar-23
of RFP strategy
Periodic monitoring of | Executive: Apr-22 Mar-23
implementation of the | Regulatory
sustainability ~ strategy  and | compliance
business plan
Continuous monitoring by Executive: Apr-22 Mar-22
regulatory compliance Regulatory

compliance

1 Investigation of reported | 'Executive: Apr-22 Mar-22

cases and media reports. Legal
f  Engagement with the press | CoSec

counsel for false/misleading

media reports
The Board to formulate an Commissioner Oct-21 Jul-22
approach to engage with the CoSec
Minister Board
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Time scale

Residual Interventions/ Actions to
Risk improve management of the
Exposure risk

Causes/ Background to

Outcomes Risk Description Consequences

risks
End Date

lottery operator
on time

Challenges to RFP
process by stakeholders
arising out of perceptions
of the RFP process

il

Reputational
harm/ integrity of
national lottery

by NLC

Reputational and
business disruption
threats due to actions
against the organisation
by third parties

Reliance on single-
lottery-operator model
(Regulated)

1 Financial losses
Misalignment between
the shareholder and NLC
Non-compliance with
licensing and
procurement processes
Ineffective revenue
maximisation strategies
as part of RFP and
Licence negotiations
5 A professional Critical business Business disruptions at 1  Reputational
and continuity the lottery operator harm/ integrity of
sustainable disruptions national lottery
organization ;
Inadequate business T Imptau_redbll_
continuity management sustainability
1  Adverse health &

safety impact

Medium

Reserves strategy in place to Apr-22
protect business continuity and COO
ensure that NLC is less affected
by key business disruptions
To ensure the RFP strategy is Commissioner | Apr-22 Mar-23
aligned with stakeholder 'Executive:
considerations during upcoming | Legal
RFP process
Reserving strategy
Appointment process for the Board Apr-22 Mar-23
new lottery operator
Revenue maximisation as part Chief Finance Oct-21 Mar-23
of RFP strategy Officer
Continuous monitoring of the Executive: Apr-22 Mar-23
business plan of the operator Regulatory
compliance
Contingency plan to manage Chief Apr-22 Mar-23
adverse outcomes at the Lottery | Operating
Operator and this should be part | Officer
of RFP process going forward
(Board completed draft RFP bid,
sent to the minister's office for
approval) Advertisement
planned for 2022
Prioritise resolution of third party | All Executives Apr-22 Mar-23
action to minimise effects on the
organisation, the lottery, and
stakeholders
Development of the revenue Chief Oct-21 Mar-23
maximisation strategy Operating
Officer
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Outcomes

Risk Description

Causes/ Background to

risks

Consequences

Residual
Risk
Exposure

Interventions/ Actions to
improve management of the
risk

Time scale

End Date

Adverse effect of natural Exploit the use of miscellaneous | Chief Apr-22
and man-made disasters focus funding area Operating
Officer
Inadequate detection Continuous review and testing COO Apr-22 Mar-23
mechanisms to of the business continuity plan
proactively identify
unforeseen business
disruptions, e.g.
pandemics and other
disruptive events
(including natural
disasters)
Lack of awareness of Ongoing communication in line Senior Human | Apr-22 Mar-23
pandemic measures by with National alert levels Capital
employees Manager
6 Innovative and 'Ineffective Security breaches Regulatory - Independent review of systems | CIO Apr-22 Mar-23
agile management of (internal & external) at sanction security
frameworks, information the Lottery Operator Reputational - Minimum security standards in
systems and harm/ integrity of agreement
standards that national lottery
are globally Loss of data and Lotter Communications management ClOo Apr-22 Mar-23
competitive unauthorised access to ) y intervention
sensitive information participants  not
[POPI Act] protected
{=
2
T
Communication/ License revocation (for CIO Apr-22 Mar-23
publicising personal and instances of gross non-
beneficiary information compliance)
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Time scale

Residual Interventions/ Actions to
Risk improve management of the
Exposure risk

Causes/ Background to

Outcomes Risk Description Consequences

risks

Inadequate internal
information security

Impaired security on
systems used in lotteries
and sports pools

Technology security
breach due to people
incorrectly securing or
using systems

Inability to extend
effective monitoring over
remote working facilities

Unauthorised access to
sensitive information

Communication/
publicising personal and
beneficiary information

Inadequate internal
information security
policies

Independent review of systems
security

End Date

Monitoring of information Executive: Apr-22 Mar-23
security incidents Regulatory

Compliance &

Clo
Logical security investment and CIO Apr-22 Mar-23
enhancement to minimise risk
exposure due to remote working
Cloud based services strategy to | CIO Apr-22 Mar-23
me rolled out
Protection of Personal Exec: Legal Apr-22 Mar-23
I nformation Act
compliance project
implementation and reporting.
Consent form issued to CoSec Apr-22 Mar-23
grantees to agree to the Executive:
publishing of information in the Legal
annual report/NLC website
Information management gap CoSec Apr-22 Mar-23
analysis Executive:

Legal
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Time scale

RESILIEL Interventions/ Actions to
Consequences Risk improve management of the
Exposure risk

Causes/ Background to

Outcomes Risk Description

risks
End Date

organization

Performance is
dependent of timeous
shareholder response

service delivery
Reputational

harm/ integrity of

national lottery

150

COO

Multiple technology Incident management (ongoing) Apr-22
platforms falling outside advisory and root cause analysis
ICT security policy and
oversight model
Mar-23
7 A professional Non-optimal Inadequate skills to Impaired - Review of current structure and | Senior HCM Apr-22 Mar-23
and human capital match change in strategic performance and alignment with requirements Manager
sustainable structure and vision (80/20 - Regulatory service delivery - Skills audit
organization skills to meet versus Grant funding) Adverse health & Right mix of skills to be identified
mandate and safety impact after skills audit
strategic Ineffective change Reduced Ongoing adaptation of change Commissioner | Apr-22 Mar-23
obligations management (and C g management strategy in line
L organisational . ;
communication) with environmental changes
performance
Hybrid working Identify positions to be affected Senior HCM Apr-22 Mar-23
environment by artificial intelligence and Manager
g automation for reskilling
g Provision of support during
b change management initiatives
Ineffectual consequence Accountability and consequence | Commissioner | Apr-22 Mar-23
management management to be strictly Senior HCM
implemented Manager
Critical vacant positions Filling of critical positions Commissioner | Apr-22 Mar-23
Senior HCM
Manager
Inadequate health and Continuous monitoring of health | Senior HCM Apr-22 Mar-23
safety management and safety standards Manager
8 A professional Ineffective Communication between Impaired Ongoing shareholder lobbying Board Mar-23
and shareholder the organisation and the performance and by the Board (Assurer: Apr-22
sustainable relations shareholder Commissioner)
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Time scale

Residual Interventions/ Actions to
Risk improve management of the
Exposure risk

Causes/ Background to

Outcomes Risk Description Consequences

risks
End Date

Ineffective controls and
monitoring thereof

Misrepresentation by
applicants; ECD sector is
supplier driven with
consultants developing
false applications

A professional Ineffective Expiry of employment 1  Impaired
and governance and | contracts for critical sustainability
sustainable succession positions 1  Reputational
organization planning harm/ integrity of
Readiness of succession national lottery
candidates [inclusive of
board members and
distributing agent
members]
10 A professional Fraud and Inadequate 1 Reputational
and unethical conduct | organisational ethical and harm/ integrity of
sustainable compliance culture national lottery
organization 1 Financial losses
1  Litigation

High

Ongoing engagements with
DTIC by the Board

Board
(Assurer:
Commissioner)

Ongoing implementation of the Senior Oct-21 Mar-22
succession plan Manager:
Development of Board Human Capital
succession strategy including CoSec
three month handover period Commissioner
Board
- Develop and implement CoSec/ Exec: Apr-22 Mar-23
compliance framework Legal/ HCM/
- Assessment of effectiveness of | Risk
hotline Management
- Effective screening of
employees prior to employment
- Periodic screening of
employees who work in critical
posts
- Ethics awareness programmes
- Monitor number of fraud cases | Executive: Apr-22 Mar-23
within specified periods Legal
- Ensure consequence
management is implemented for
instances of fraud
- Risk profiling of beneficiaries Chief Apr-22 Mar-22
- Strengthening of verification Operating
process especially in provinces Officer
Build technical capacity in staff
such as financial analysis CoSec
Implement GIS technology todo | CIO

virtual site visits
Increased spot checks and
random audits required
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Time scale

RESILIEL Interventions/ Actions to
Consequences Risk improve management of the
Exposure risk

Causes/ Background to

Outcomes Risk Description )
risks

End Date

Unethical behaviour by Code of Ethics Apr-22
Board members, Exco Code of Conduct
and other staff
Mar-23
Conflict among n/a
beneficiaries post
disbursement and
inadequate governance
structures of beneficiaries
Non adherence with Consequence management Senior Apr-22 Mar-23
policies and procedures Manager:
HCM
Unethical conduct by Vetting of NLC staff CoSec Apr-22 Mar-23
vendors in supply chain Annual disclosure interest
Inadequate anti-fraud Continuous fraud awareness Executive: Apr-22 Mar-23
awareness Legal
Unethical conduct by Review and implement findings Executive: Apr-22 Mar-23
agents (assisting with of detailed study that was Legal
funding applications) conducted to establish extent of
non-compliant actions by agents
in order to inform future action
Dependency on 3rd party Build structured relationship with | Executive: Apr-22 Mar-23
assurance (certificates for 3rd party assurance entities Legal
NPO/NPC issued by
Department of Social
Development)
Fraud and unethical Include the requirement to Executive: Apr-22 Mar-23
conduct by the operator disclose material fraud to the Legal
and lottery players NLC in lottery operator
performance and contractual
obligations
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9. Public Entities

NotapplicableotheNLC

10.InfrastructukRrojects

NotapplicabletheNLC

11.Publi®rivatéartnerships

NotapplicableotheNLC
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