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Presentation by David Clifton for the Westminster Media Forum policy conference: 
”The future for the National Lottery – innovation, purpose, and priorities for the Licence 
competition”  
 
 
Placing the National Lottery on a sustainable footing for the future – key priorities for the 
Licence competition  
 
In October last year, the Gambling Commission said: 

“The context for the National Lottery has changed since the third licence was awarded. For 
example, technology-based products and services have been widely introduced and continue 
to change rapidly. We view the next licence competition as an opportunity to bring innovative 
new ideas that sustain and grow the National Lottery, and ensure it remains relevant and 
attractive to all parts of society”. 

 
In other words, as the title of this session suggests, placing the National Lottery on a sustainable future 
clearly has to be a key priority for the licence competition. 
 
That means the forthcoming competition must enable better use of all available opportunities for 
innovation, particularly within the digital, technology and communications sectors. 
 
However, that raises the question whether, over the duration of the fourth Licence, in-store retail will 
remain the largest National Lottery sales channel? Within the last financial year alone, in-store retail 
reduced from 75% of all ticket sales to under 70%. 
 
It must also mean that the competition process must take account of potential changes in the way in 
which people choose to spend their disposable income.  
 
In what will be the aftermath of Brexit and Covid-19, talk of disposable income will raise the issue of 
affordability. The Gambling Commission has placed demanding requirements in this respect on those 
it regulates under the Gambling Act 2005. Will the operator of the National Lottery remain immune 
from such a requirement? 
 
Additionally, it must mean that a structure needs to be put in place that will minimise the risk of 
declines in both sales and returns to good causes. 
 
That was a major concern expressed in the 2018 House of Commons Public Accounts Committee 
report on the future of the National Lottery, not least because, in 2016-17, returns for good causes 
were only 2% higher than in 2009–10, whereas Camelot’s profits were 122% higher. The Committee 
determined that the drop in returns for good causes was because more players bought scratch cards, 
whilst sales of draw based games, with higher returns to good causes, declined. 
 
Similar concern was expressed in July last year. Announcing the launch of the DCMS Select 
Committee’s own Inquiry into the future of the National Lottery, its Chair, Damian Collins MP, said: 
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“A lot has changed since the first National Lottery draw in 1994 and this is the right moment 
to look at how the new licence should be awarded and managed, In particular, against a 
background of falling lottery receipts, we want to consider the sustainability of the lottery”. 

 
The DCMS Committee’s terms of reference posed six questions [set out on this slide]: 
 

1. What lessons should be learnt from the previous license periods in designing, awarding and 
managing the fourth National Lottery licence? 

2. Is there a need for greater flexibility to enable the licence to respond to changing consumer 
habits? 

3. How should the next licence be structured to maximise returns for good causes? 
4. What challenges will the next operator of the National Lottery face, and what can Government 

and the Gambling Commission do to mitigate against them? 
5. What has been the impact of society lotteries, or other changes to the lottery market, on the 

main National Lottery draw? 
6. How can lottery funding distributors be better supported to manage changing trends in 

receipts for good causes? 
 
Due to the timing of December’s General Election, the Committee’s report was never published. 
Nevertheless, the written evidence received by the Committee makes for interesting reading.  
 
There is insufficient time now to go through the very many alternative suggestions made within the 
evidence submitted to the Committee, but some of the points raised in that evidence (and subsequent 
developments) have obvious bearing on sustainability issues. 
 
In its evidence, Camelot maintained that the fourth licence must be of sufficient length not only to 
provide investment opportunities within a timescale that allows for a reasonable expectation of a 
return, innovation and cost efficiency, but also to enable long-term planning for sustainable growth 
to be undertaken. 
 
The Gambling Commission concluded that a ten-year term will “allow time for investment while 
maintaining competitive discipline”. It has also confirmed that it will adopt a more outcome-focused 
and risk-based approach to regulation in order to allow the operator greater freedom to innovate. 
 
The Commission will also make clearer the operator’s accountability for the performance of the 
National Lottery, stating that:  

• monitoring performance “will involve a broad set of tools and safeguards including earned 
autonomy, performance metrics, a stronger role for operator assurance, and clear remedies 
for under-performance” and 

• “compared with current arrangements, the new structure will align the operator’s incentives 
across the portfolio more closely with returns to good causes”. 

 
This should serve to address recommendations by the National Audit Office (in 2017) and the Public 
Accounts Committee (in 2018) that the fourth licence must ensure closer alignment between profits 
retained by the operator and the funds raised for good causes. 
 
Predictably, the impact of society lotteries on the National Lottery provoked heated debate from both 
sides of the equation. The increase in society lottery financial limits (that subsequently came into 
effect on 29 July this year) had already been announced before the DCMS Inquiry commenced. 
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For the time being at least, society lotteries have been the winners of that debate. DCMS has relied 
on Gambling Commission evidence that society lotteries compete with the National Lottery only “at 
the margins” and that “relatively prudent increases” to society lotteries’ financial limits “would be 
unlikely to change this dynamic”. 
 
I might just add that, to my mind, the most compelling statistics in relation to this issue were: 

• firstly, the fact that the National Lottery’s total lottery market share is almost 91% of a 
£7.6billion industry compared to the society lotteries market of just 9%, and  

• secondly, while 55% of those who bought society lottery tickets did so to support good causes, 
only 15% of those who bought National Lottery tickets were motivated to play primarily by 
good causes.  

 
Contrasting with the society lotteries debate, little appeared from the evidence to stand in the way of 
implementing the Public Accounts Committee recommendation that "DCMS, Camelot and the Lottery 
distributors all need to work together to better publicise the benefits to good causes as part of efforts 
to reverse the recent decline in sales”.  
 
In this respect, the Gambling Commission is going to strengthen the National Lottery’s regulatory 
framework to ensure that such collaboration improves consumer understanding of the link between 
sales and good causes 
 
However, when politics comes into play, things are never quite as simple as they might otherwise 
sound. The role of marketing in increasing National Lottery sales was a subject flagged up last month 
by the House of Lords Select Committee on the Social and Economic Impact of the Gambling Industry. 
In its report, this Committee warned that such marketing should not be at the expense of an increased 
risk of gambling-related harm to customers, an area in which there has grown a considerably greater 
regulatory focus since the National Lottery licence was last granted. 
 
Another area in which considerable room exists for further political debate is Camelot’s call to replace 
the National Lottery’s current 12% turnover Lottery Duty with a Gross Profits Tax. Now endorsed by 
the House of Lords Select Committee, it is suggested that such a change would allow the operator 
greater flexibility and to deliver greater returns to society.  
 
I leave my final words on sustainability to the DCMS, as set out in its evidence to last year’s Select 
Committee, when it said that the fourth National Lottery Competition must “see bidders incentivised 
to develop ambitious proposals that focus on driving high returns”, and make sure that “the overall 
design of the Licence will deliver the government’s vision for the National Lottery and ensure its 
continued success for the next 25 years and beyond”. 
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