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1. MANAGEMENT SUMMARY

The coin-operated gaming and amuse-
ment machine industry with its Amuse-
ment-Machines with Prizes (AWPs) is part
of the gambling market, which has been
subject to major changes in the age of dig-
itization. The German federal states imple-
mented the Interstate Treaty on Gambling
(GIuStV 2012), which came into force in
2012, in order to be able to cut the range
of amusement arcades, primarily with a
minimum distance requirement and a ban
of multiple-concessions. The transition pe-
riod for existing amusement arcades es-
sentially expired for the most part on July
1, 2017, and the measures taken by the
federal states have had the expected ef-
fects.

But the federal states saw no need to reg-
ulate the rapidly expanding online gam-
bling that is prohibited in Germany. With
the 3rd Amendment to the Interstate
Treaty on Gambling (GIiAndStV), which
came into force on January 1, 2020, only
sports betting was regulated. The exten-
sive offer on the Internet will only be reg-
ulated with the Interstate Treaty on the
New Regulation of Gaming (GluStVv 2021
(E)), which is to come into force on July 1,
2021. This will take into account the pro-
tection of players and minors with qualita-
tive specifications; quantitative limits are
not intended.

Commercial gaming will remain subject to
strict quantitative restrictions. The GIUStV
2021 (E) only provides an opening clause
for the prohibition of multiple-concessions,
which allows a temporary exception for up
to three concessions for arcades in a build-
ing or a building complex, provided that
they meet additional quality requirements,
such as the protection of players and mi-
nors ensured by certification. This is
viewed positively by the industry, as it
meets their endeavours to ensure proper
play. Nevertheless, the comprehensive
and quantitative regulation of commercial
gaming remains in force instead of going

over to qualitative regulation as for online
gambling. In mid-2021, when the GIiStV
2012 expires and transition periods no
longer apply, the number of concessions
for amusement arcades will decrease by
around 60% compared to 2017.

At the federal level, the 6th Amendment of
the Gaming Ordinance (SpielV), which
came into force on November 11, 2014,
required the most extensive change since
the founding of the Federal Republic of
Germany. When the transition period ex-
pired on November 11, 2018, a compre-
hensive and nationwide conversion of the
AWPs became necessary. Furthermore, on
November 11, 2019, the number of AWPs
set up in the catering trade had to be re-
duced from three to two. The adjustments
required by the 6th Amendment of the
SpielV will be completed on February 10,
2021. Then, only technically secured AWPs
will be on the market that prevent multiple
gaming devices from being played at the
same time.

In 2018, the federal and state legislation -
contrary to the trend on the gaming mar-
ket - caused a decline in sales with AWPs
of more than 3%. However, the machine-
related changes did not fully take effect
until 2019 leading to a drop of 12%. At the
beginning of 2020 there were signs of sta-
bilization at the low level for amusement
arcades, while sales in the catering sector
continued to decline due to the disman-
tling of the third devices. The lockdown as
a result of the Covid-19 pandemic also had
a sudden impact on this industry. Business
gradually resumed after the roughly two-
month closure. The situation in the cater-
ing sector is particularly difficult, not only
because of the dismantling of the third
AWP. There was also a delay in opening
bars and pubs, and a number of busi-
nesses went bankrupt. Overall, a decline
in sales of 50% for 2020 must be expected
for the operators, taking into account the
latest lockdown for November. Due to the
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legally required reduction in capacity, no
recovery is expected for 2021.
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2. 2006: A LEGAL FRAMEWORK PROMOTING THE
CHANNELING OF THE GAMBLING INSTINCT.

With the AWP, the coin-operated gaming
and amusement machine industry offers
its customers a game of “small money”.
Due to the German Trade, Commerce and
Industry Regulation Act (Gewer-
beordnung, GewQ) and the SpielV, which
strictly limits stakes, winning and loss op-
portunities, entertainment is at the center
of the game. In contrast to fun games,
which do not have the necessary approval
from the German National Metrology Insti-
tute (Physikalisch Technische Bundesan-
stalt, PTB), there is no risk of the player
suffering inappropriately high losses in a
short period of time (§ 33e, para. 1, Sen-
tence 1 GewO). In Germany, gambling is
generally prohibited in accordance with
§ 284 of the German Criminal Code (Straf-
gesetzbuch, StGB), but is subject to a per-
mit reservation by the federal states.
Other amusement machines in the indus-
try include touch-screen devices, video-
game machines, driving simulators, pin-
ball machines and Internet terminals.
Sport-game machines, such as billiards,
darts, table football and air hockey com-
plete the offer. In the multimedia age,
jukeboxes hardly play a role any more.

Commercial gambling had to struggle with
technically outdated framework conditions
up to the year 2006, even the municipal
income from amusement taxes fell despite
rising tax rates. Legislators recognized the
situation and with the 6th Amendment of
the SpielV, which came into force on Jan-
uary 1, 2006, made a paradigm shift that
opened up the possibility of gaming to
compete on an equal footing with state
gambling and gambling on the Internet. In
addition to the changed legal framework,
product innovations and new business
models were also responsible for the dy-
namic expansion and which were aimed at

1 NGR = cash payments incl. innkeepers’ share, without VAT.

a stronger integration of amusement ar-
cades in facilities of the leisure industry
next to cinemas, cafes, bowling centres
etc. The image of the industry changed.
New customer groups could be addressed.
Women were increasingly attracted to
commercial gaming, which was previously
a male domain. The competitiveness of the
industry was strengthened and at the
same time a channeling of the natural
gambling instinct towards a legal range of
games was achieved.

The paradigm shift made it possible to im-
plement fundamental innovations based
on technical progress in electronics and
digitization. While stakes and opportuni-
ties to win and lose remained strictly lim-
ited, a large number of games with differ-
ent processes and plots were developed.
These new AWPs offer 20 or more video-
based, often three-dimensional animated
games, so called multi-gamers, from
which the player can choose one. Feature
games with different themes and game
plans, which pay out money if the game
has been successfully finished, are part of
the offered range.

The attractiveness of multi-gamers as well
as gaming options on desktop computers
or on game consoles at home have led to
a partial substitution, especially of amuse-
ment machines without prizes, which have
lost ground both technologically and in
terms of innovations. The AWP product
area became the predominant offer of op-
erators with a share of around 86% of the
number of devices installed in 2019. In the
meantime, 99% of net gaming revenues
(NGR) is generated with AWP.! After falling
since the middle of the last decade, the
number of amusement machines without



cash has more or less stabilized at the cur-
rent level (Table 1).

Internet terminals, which were primarily
intended to address new customers who
had not previously frequented the arcades
when they were launched in 2007, were
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regulation on commercial gaming by the
GIlGStv 2012, which came into force on
July 1, 2012. Uncertainties about their le-
gal operation have largely led to a disman-
tling of the terminals. In some countries —
in connection with the state-specific gam-
ing regulations - these terminals were ex-

replaced as part of the tightening plicitly banned.

Table 1: Amusement machines with and without prizes and sport-game
machines

2015 2016 2017 2018 | 2019
Type of machine Installed machines 2 ® Revenues ©
1000 units in% 9 | Mill. € | in% ¢

Amusement machines 25.0 20.0 18.0 17.0| 16.5 6.4
without prizes

Pinball machines 2.2 2.2 2.2 2.2 2.2 0.9

Internet terminals 10.0 5.0 3.0 2.0 1.5 0.6 50 1.0

Score games etc. © 2.4 2.4 2.4 2.4 2.4 0.9

Video games 10.4 10.4 10.4 10.4 10.4 4.0
Sport-game machines ? 19.7 19.7 19.7 19.7 19.7 7.7
Amusement machines 267.0 264.0 255.0 245.0/ 220.0| 85.9| 4,950 99.0
with prizes
Total 311.7 303.7 292.7 281.7| 256.2 100| 5,000/ 100.0

a) The estimated number of all machines as of 31 December is based on surveys of the VDAI for the
entire market and on other available empirical studies: AWPs: AkS, extrapolation on total stock in
Germany and estimation of recent developments based on own estimations and company survey, other
products: IFH, company survey; - b) The figures include machines of VDAI members and non-members,
run by operators; - c) Operators’ NGR from amusement machines with and without prizes and sport-
game machines = cash payments incl. Innkeepers' share, without VAT; - d) of total; - e€) Touch-screen
machines, juke boxes and other amusement machines; - f) Billiard, dart, table soccer, skittle alleys,
bowling, air hockey etc.

Source: Federal Statistical Office; VDAI; Arbeitskreis gegen Spielsucht e.V. (AkS); IFH Institute for
Commercial Research; own calculations.

3. 2012: INCREASINGLY RESTRICTIVE REGULA-

TION CAUSES A SHRINKAGE OF COMMERCIAL

GAMBLING.

Commercial gaming is an economic activ-
ity governed by federal law. As part of the
federalism reform, regulatory authority
over the amusement arcades was as-
signed to the federal states. The states
took advantage of the new competence
with the GIliStV, which came into force in
2012, and regulated gaming by means of
quantitative restrictions (e.g. mandatory
minimum distances, the ban of multi-

concessions). the Federal Administrative
Court (BVerwG) with its judgments of De-
cember 16, 2016 and the Federal Consti-
tutional Court (BVerfG) with its decision of
March 7, 2017 confirmed the legality of the
GlUStV, nevertheless, the constitutionally
granted fundamental rights of the opera-
tors was to be guaranteed (Keyword: best
possible use of a location’s potential). The
transitional period for the application of
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the provisions also for existing amusement
arcades expired for the most part on July
1, 2017. Within half a year, the number of
AWPs installed fell by around 4%, which
corresponds to 10,000 devices.

For some time, the number of AWPs set up
in the catering industry had been reduced
due to structural change in this market
segment. Over the past decade, the trend
has been reversed. New, attractive loca-
tions at traffic hubs, rest stops, train sta-
tions, airports, etc. have been opened up
for commercial gambling. Up to three
AWPs could be set up by November 10,
2019. According to the applicable § 3 para.
1 SpielV, only two AWPs per location in the
catering industry have been permitted
since then. Accordingly, an AWP had to be
dismantled at 20% of the locations at
which the capacity had been fully utilized.
Around 10,000 AWPs were removed from
the total of around 87,000 devices. At the
same time, the disinvestment continues in
amusement arcades. A reduction of
15,000 AWPs is likely. All in all, as of De-
cember 31, 2019, a stock of 220,000
AWPs can be assumed, which corresponds
to a decrease of 10%.

The expiry of the transition period in § 20
para. 2 SpielV in accordance with the 6th
Amendment of the SpielV on November
11, 2018 required a comprehensive, na-
tionwide conversion of AWPs. It was by far
the largest machine-specific change in the
history of the German coin-operated and
amusement machine industry.? Since
then, SpielV has been setting much tighter
limits with regard to the opportunities for
winnings and losses as well as the regula-
tion of gaming pauses. The stake for the
minimum playing time is still a maximum
of € 0.20 and the winnings amount to a
maximum of € 2.00 (Section 13 No. 2
SpielV). In the course of an hour, accord-
ing to § 13 No. 5 SpielV, no more than
€ 400 (previously € 500) winnings minus
the stakes are to be possible. The sum of

2 Jorg Bewersdorff; Neues aus der Automatenwirtschaft, in: Zeit-
schrift fir Wett- und Gliicksspielrecht (ZfWG) 2018, 5/18, p. 357.
http://www.bewersdorff-online.de/zfwg/Bewers-
dorff_Neues%20von%20der%20Automatenindustrie_zfwg-05-
2018.pdf (October 2, 2020)
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the losses in the course of an hour may not
exceed € 60 (previously € 80) in accord-
ance with § 13 No. 4 SpielV. In a long-
term perspective, according to § 12 para.
2 No. 1 SpielV, no higher amount than
€ 20 (previously € 33) per hour may re-
main as the content of the till. The five-
minute game break (§ 13 No. 6 SpielV) re-
quired after one hour of play has been
tightened - in contrast to the SpielV valid
until then - by a ban on games, trial and
demonstration games that are free of win-
nings and other animations within the
break to “cool down the player”.

The following rules of the SpielV have
proven to be particularly serious and re-
duce the attractiveness of the AWP for
players: The newly introduced game inter-
ruption after three hours of gaming oper-
ation (idle state of at least 5 minutes),
during which the money stores are emp-
tied and all display elements of AWPs are
reset to the predefined initial values (zero
position of the device, § 13 No. 6a SpielV),
leads to a forced abandonment of the
game regardless of the game situation. In
addition, every money bet per five sec-
onds of play may only be triggered directly
by the player himself (prohibition of the
“automatic button”, § 13 No.7 S. 3 and 4
SpielV) in order to prevent the simultane-
ous use of several AWPs, and to induce
players to make a conscious decision be-
fore wagering money.

The cumbersome handling of the new AWP
as well as the machine-bound, concurrent
means of identification met with little ac-
ceptance by the players. Information, ex-
planations and instructions for customers
in the operation of the new AWPs became
necessary. Extensive and costly training
courses for the staff were carried out well
into 2019. In 2018, sales “only” fell by 3%,
as the new AWPs were not put into opera-
tion on a larger scale until the fourth

3 For AWPs with a type approval from February 10, 2016, there is
an additional regulation that the device can only be activated with
a machine-bound, concurrent means of identification. The transi-
tion period for the implementation of this regulation at AWPs -the
design of which was approved by PTB before November 10, 2014
- ended on November 11, 2018.
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quarter. In 2019, sales shrank by an addi-
tional 12% (Table 2).
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Table 2: Revenues of the coin-operated gaming and amusement machine

industry
2015 2016 2017 2018 2019
Sector level
Mill. € in%

Total 6,180 6,540 6,690 6,640 5,850 100.0
Upstream-sector total ® 830 860 840 960 850 14.5
Manufacturing output ¥ 580 550 400 1,100 350

. d) net 5,350 5,680 5,850 5,680 5,000 85.5

Operators, downstream
gross 6,365 6,760 6,960 6,760 5,960

Amusement machines with prizes 6,300 6,700 6,900 6,700 5,900
Other. amusement machines, sport-game 65 60 60 60 60
machines

amusement tax statistics and on company data.

a) Turnover of manufacturers, wholesalers and other industry-specific service providers with operators (sales of AWPs or
game packages, other amusement machines and sport-game machines via purchase, rental and leasing as well as
financing, consulting and other services). b) Manufacturing costs for AWPs, other amusement machines and sport-game
machines on the basis of the production reports to the Federal Statistical Office, taking into account the positions not
disclosed due to confidentiality. c) Revenues of operators from amusement machines with and without prizes and sport-
game machines = cash content including economic portion, net: excluding VAT, gross: with VAT d) 2015-2018 based on
operators’ advance notifications for VAT payments as reported by the Federal Statistical Office, 2019 estimation based on

Source: Federal Statistical Office; VDAI; IFH Institute for Commercial Research; own calculations.

4. CHANGES IN THE VERTICALLY STRUCTURED IN-

DUSTRY

In addition to the operators, the coin-op-
erated and amusement machine industry
also includes the manufacturers of AWPs,
sport-game machines and amusement
machines without prizes, as well as whole-
salers. In total, the companies in the sec-
tor generated sales of €5,850 million in
2019, 85.5% of which came from the op-
erators. (Table 2)

This three-way division has been subject
to a change forced by manufacturers since
2006. They have expanded direct sales
and scaled back the sale of their products
in favour of rental and leasing. Wholesal-
ing, traditionally the Ilink between

manufacturers and operators, has
changed. These firms, previously primarily
active in the field of goods distribution,
mostly provide services, develop business
models and marketing concepts, design
amusement arcades, develop financing
plans, etc. The functions of manufacturing
companies and wholesalers can no longer
be clearly separated. They are reported to-
gether as the upstream sector in the in-
dustry’s value chain, whereas the opera-
tors form the downstream sector.

The statistical basis of the industrial activ-
ities are the manufacturing costs, which
are reported by the producers to the
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Federal Statistical Office under the item
“games with coins or tokens”. The manu-
facturing costs as a measure of production
are written in italics in Table 2, which
mainly serves to show the development of
sales. The relationship between sales and
production of amusement machines with
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and without prizes and sport-game ma-
chines has largely dissolved since the mid-
dle of the last decade due to the changed
business policies. The manufacturers of
AWPs, by far the most important product
group, now sell around 85% of their prod-
ucts via rental and leasing*.

5. 2014: A LEGAL FRAMEWORK THAT HINDERS
THE CHANNELING OF THE GAMBLING INSTINCT.

An up-to-date adaptation of the general
conditions for commercial gaming from
2006 onwards, which has already been de-
scribed, led to a dynamic development in
the amusement machine industry. By
2017, it expanded at an average annual
rate of 9.4%. With around 70,000 employ-
ees, it developed into an important payer
of taxes and duties over these years. This
was primarily due to the amusement tax,
which rose disproportionately at an aver-
age annual rate of 13.8%. In addition to
the increase in the AWP’s attractiveness at
the time, the (successive) use of the real-
life standard for tax assessment and

drastic increases in the amusement tax
rates in numerous municipalities were re-
sponsible for this. >

Figure 1 visualizes the phases of the in-
dustry over time, the stagnation up to
2005 and the dynamism in the years up to
2017. The growth rates of the amusement
tax in the years 2008, 2011 to 2013, which
are two to three times as high as the
growth of the NGR which has been declin-
ing since 2018, the amusement tax only
since 2019.% A comparison of the rates of
change shows that even in this difficult
phase, the tax rates have continued to rise

Figure 1: Development of net gaming revenues and municipal amusement taxes
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Source: Federal Statistical Bureau; own calculations.
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4 The increase in industrial production in 2018 compared to the
previous year is exaggerated due to a change in the number of
companies, subject to mandatory reporting. However, excluding
this effect, the production value doubled in a year-on-year com-
parison. This underlines the tremendous efforts made by manu-
facturers to implement the requirements of Technical Guideline
(Technische Richtlinie) 5.0 into new products and bring them to
market in time, at the end of the transition period.

5 For a detailed analysis of the change of the taxation system for
AWPs see: Hans-Glinther Vieweg; Wirtschaftsentwicklung Un-
terhaltungsautomaten 2009 und Ausblick 2010, Munich; January
2010, pp. 36ff.

The years up to 2014 were characterized by a change in the basis
for collecting the amusement tax to the real-life standard, which
was taken as an occasion for significant increases in the tax bur-
den.
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until the end. The municipalities are trying
to at least partially compensate for the
spending shortfalls caused by declining
NGR. In 2018, entertainment tax income
reached its highest level at € 1,072 million,
and € 75 million less was received in 2019.

Table 3: Operators' Revenues and Tax
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For the operators the economic situation
has worsened since 2018. Here, on the
one hand, the ban on multiple-concessions
is responsible, which hinders an economi-
cally viable operation. Secondly, the 6th
Amendment of the SpielV has made the
AWPs less attractive compared to other of-
fers on the gambling market. The cumber-

Indicator 2006 | 2017 | 2018 | 2019
Mill. €
Gross revenues 6,760 6,960 6,760 5,960
Net revenues 5,680 5,850 5,680 5,000
in % of net revenue ¢
VAT charged 15.8 15.8 15.8 15.8
Amusement taxes © 14.6 15.1 15.8 16.7
Commercial taxes ¥ 1.7 1.7 1.6 1.5
Tax burden 32.1 32.6 33.2 34.0

a) Income of the operators with amusement machines with and without prizes and sport-
game machines = cash register contents including innkeepers’ share, VAT, amusement
tax etc.; - b) excluding VAT, - c) Federal Statistical Office; - d) Based on the tax base
published by the Federal Statistical Office for 2015, extrapolated for the following years
with the earnings situation of operators up to 2018 as collected by the IFH Institute for

Commercial Research, estimated for 2019.

Source: Federal Statistical Office; VDAI; IFH Institute for Commercial Research; own

calculations.

In Table 3, the burden on the mostly me-
dium-sized operators is determined before
deduction of corporate income taxes’ and
the taxes and duties of employees as a
percentage of the GGR. & The sum of the
tariff burdens on the operators due to VAT,
commercial taxes and amusement tax in-
creased significantly from 32.1% to 34.0%
between 2016 and 2019. The tax authori-
ties received a total of € 2,030 million in
2019.

7 The Federal Statistical Office shows a strong increase in the tax
base for commercial taxes of operators for 2015 compared to
2014. Accordingly, a higher burden is calculated for the following
years than in the report of the previous year. See: Hans-Gunther
Vieweg; The amusement machine industry in downturn - con-
trary to the trend in the gaming and gaming market, in: ifo
Schnelldienst 17/2019, Munich, September 2019, p. 54.
https://www.ifo.de/DocDL/sd-2019-17-2019-09-12_7.pdf
(2020/10/01)

some handling of the devices, the stricter
rules on the payment of stakes, but also
the additional gaming pause (idle state af-
ter three hours of gaming) are obstacles
that (rightly) do not exist for online gam-
bling, which will be regulated in the future.
The amusement machine industry is again
in a phase of insufficient competitiveness
compared to other segments of the gam-
ing market.

8 GGR = cash payments incl. innkeepers’ share, VAT included.


https://www.ifo.de/DocDL/sd-2019-17-2019-09-12_7.pdf
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6. 2020: THE COVID-19 PANDEMIC EXACERBATES
THE LEGALLY DRIVEN DOWNTURN IN THE
AMUSEMENT MACHINE INDUSTRY.

In last year’s industry report — taking into
account the onerous regulations of the
GliStV and the 6th Amendment of the
SpielV — after a double-digit minus in
2019, we also assumed a decline in sales
for 2020.° Until March 2020, the business
of the operators developed as expected. In
the catering trade, due to the need to dis-
mantle the third AWP, the decline was
more pronounced than with amusement
arcades. The lockdown imposed in mid-
March ended all business activity for a pe-
riod of around two months. In a static
analysis, the period corresponds to a mi-
nus of 17% of the annual capacity. In
some states, the general closure of shops
was also ended very late, the last in Meck-
lenburg-Western Pomerania on June 15,
2020.

The reopening in the catering trade was
even more sluggish. Restaurants were
able to keep themselves afloat with deliv-
ery services but hesitated to open up the
staff-intensive in-house catering because
they could only partially utilize their capac-
ities due to the distance rules. Pubs and
bars that were unable to provide delivery
services were harder hit. Due to their lim-
ited space and often the lack of seating,
they have difficulty complying with hy-
giene regulations, especially at the bar,
which is usually the centre of communica-
tion and consumption. Accordingly, busi-
ness with AWPs started slowly and re-
mained weak until the third quarter of
2020.

At the amusement arcades, the develop-
ment progressed somewhat better. The

% Vieweg (2019), p. 56.

space required by the SpielV for setting up
AWPs as well as the distances to be ob-
served between AWPs (§ 3 para. 2 SpielV)
enable the development of convincing hy-
giene concepts. As in all industries, sepa-
rate entry and exit routes are to be de-
fined, devices to be disinfected after use,
and names and contact details of the
guests to be documented and kept for a
month. Nevertheless, the guests came
back gradually. The reasons are diverse
and cannot be quantified in detail. The el-
derly and customers with health risks
waited longer and some have not yet re-
appeared. Others reverted to the Internet
during the lockdown and may not return in
full. Another explanation lies in the neces-
sary documentation of personal data, as
experience shows that there are guests
who refuse to reveal their names.

The extrapolation of the sales of the oper-
ators for the current year is fraught with
uncertainties. The estimation is based on
the following assumptions: There is no
second, comprehensive lockdown and the
flare-up of Covid-19 infections can be lim-
ited to hotspots. From autumn onwards,
the normalization of the sales trend will at
least be slowed down due to locally neces-
sary restrictions to contain the virus. In
this case, the increase in business activity
will steadily grow to a level of 90%
(amusement arcades) and 80% (catering)
until year-end compared to the previous
year. In this case, a drop in sales of around
40% in 2020 compared on average to the
previous year is expected.!©

10 This forecast has been based on calculations in September
2020. Taking into account the latest Lockdown in November 2020
a breakdown by 50% is to be expected.
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7. 2021: THE STATE TREATY ON THE NEW REGU-
LATION OF THE GAMING SYSTEM - A RAY OF

HOPE?

For more than ten years, gambling on the
Internet has enjoyed growing popularity,
although it was and, for the most part, still
is banned in Germany. The federal states
found it increasingly difficult to find a so-
lution that was compliant with European
law. It was not until January 1, 2020,
when the 3rd GliAndStV came into force,
that sports betting was regulated and le-
galized, except for live betting. The offer
of online casinos is comparable to com-
mercial gaming, but which has not yet
been regulated in any way and is still avail-
able to the player in an uncontrolled man-
ner. Its attractiveness has manifested it-
self in high growth rates in recent years. It
can be assumed that it has also benefited
from the reduction in capacity in commer-
cial gaming and that players have mi-
grated. The development during the
Covid-19 pandemic in the course of 2020
with the lockdown of amusement arcades
has given online casinos a further boost.

The GIGStV 2021 (E), which is to come into
force on July 1, 2021, primarily serves to
regulate the online casino offer. The focus
is on the reliability and performance of the
provider, the transparency and security of
the gambling offered as well as ensuring
measures to guarantee public safety and
order, IT and data security. A social con-
cept including the measures to ensure the
exclusion of minors and banned players
must be submitted (§ 6 GIiStV 2021 (E)).
There are no detailed rules for the design
of games to limit stakes, winnings and
losses as in commercial gaming, so that
assets cannot be shifted in a short time.
Special player protection regulations for
games of chance on the Internet are, for
example, an obligation to set up provider-
related game accounts, record deposits
and withdrawals, self-limitation of cross-
provider monthly payments to wusually
€ 1,000, information obligations of the
provider, guarantee of IT security con-
cepts, compliance with data protection and

the obligation to prevent parallel play
through so-called activation files (§§ 6a -
6j Glustv 2021 (E)).The providers are
obliged to set up an algorithm-based, au-
tomated gambling addiction early detec-
tion system based on scientific principles
and to attach a button wherever participa-
tion is possible (§ 6i para. 1, 3 GIUStV
2021 (E)). There are no quantitative re-
strictions on the offer.

The regulations of GIUStV 2012 restricting
the offer of commercial gaming by manda-
tory minimum distance requirements be-
tween amusement arcades as well as the
ban of multiple-concessions were taken
over in § 25 para. 1, 2 GIiStV 2021 (E).
These provisions require a further note-
worthy reduction of AWPs already installed
in the market. Mention should also be
made here of the extension of minimum
distance requirements between arcades in
some state-specific arcade regulations to
include an obligation to maintain a mini-
mum distance between arcades and facili-
ties for children and young people. There
is still and will remain a regulatory disad-
vantage here compared to competition
from the Internet. To make matters worse,
the external design of amusement arcades
may not advertise gaming or the games
offered in the arcade (§ 26 para. 1 GIUStV
2021 (E)), which would be important for
addressing a predominantly local group of
customers. With a view to fair competition,
this retention of the special restriction for
commercial gaming stands in contradiction
to § 5 GlastVv 2021 (E), which opens up
the advertising market for legal games of
chance in a practical manner, on the Inter-
net, sports stadiums and on jerseys and
the like.

The legalization of the Internet offer going
beyond sports betting will further increase
the competitive pressure on commercial
gaming. In addition, the uncertainty about
the economic future of the industry is
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increasing as the time for the expiry of the
GlaStV 2012 and its transitional regula-
tions for existing arcades is approaching.
A not insignificant number of the amuse-
ment arcades currently in operation do not
meet the requirements of § 25 para. 1, 2
GlUStV 2012. Their operation is based on
a lack of selection decisions by the munic-
ipalities to shut down arcades, tolerances
or hardship regulations linked to the dura-
tion of the GIUStV 2012. With its expiry on
June 30, 2021, these amusement arcades
must be closed.

§ 29 (4) GIUStV 2021 (E) contains an ex-
emption so that the federal states can pro-
vide in their implementation provisions
that for up to three amusement arcades in
a single building or building complex al-
ready existing on January 1, 2020, a tem-
porary permit at the joint request of the
operators can be granted. Deviating from
Section 25 para. 2 GluStVv 2021 (E) these
arcades may operate in spite of the ban of
multiple-concessions. It is currently be-
coming apparent that only a few federal
states intend to make use of this option,
for example Bavaria, North Rhine-West-
phalia, Rhineland-Palatinate and Saxony-
Anhalt.

If the minimum distance requirement
(§ 25 para. 1 GIlastVv 2021 (E)) is strictly
implemented, the number of locations will
decrease by a third compared to July 1,
2017. In connection with the ban on mul-
tiple-concessions, their number will de-
crease by around 60% of the base year in
2021. Such a massive reduction in capac-
ity will limit the market potential of com-
mercial gaming to a level that can only
generate sales that are in the order of
magnitude of 2020, when the pandemic
and a double lockdown, as well as a hesi-
tant recovery in business, is expected to
cause a sales decline of 50% compared to
2019. The contribution that commercial
gaming can make to channeling people’s
natural instinct to gamble towards a legal
offer in accordance with § 1 GIGStV 2021
(E) continues to decline.

For the first time, GIUStV 2021 (E) con-
tains qualitative elements for regulating

IFH KOLN

commercial gaming. The possibility, in de-
viation from § 25 para. 2 GIGStV 2021 (E),
to issue a temporary permit in § 29 para.
4 GlaStV 2021 (E) stipulates as cumulative
prerequisites that at least all amusement
arcades are certified by an accredited test-
ing organization and the certification is re-
peated at regular intervals — at least every
two years. In addition, the operators must
have a certificate of competence that they
have acquired on the basis of instruction
followed by an exam. In addition, the per-
sonnel in the arcades must be specially
trained.

These qualitative prerequisites are wel-
comed by the industry, as they meet their
efforts to further develop youth and player
protection and to continuously improve
the quality of the offer in this regard.
These regulations could also be under-
stood as a first step towards regulating
commercial gaming in the future using
qualitative criteria, as is the case in other
market segments, and not with the cur-
rently rigid quantitative requirements.

With the GIGStV 2021 (E), the supply of
AWPs in the market remains strictly below
its market potential, which has led and will
continue to lead to undesirable evasive
movements that run counter to the objec-
tives in § 1 GIUStV 2021 (E). In view of
this development, one can in no way speak
of a regulation that is coherent across all
forms of gaming and that adequately
guarantees fair competition between legal
gaming providers.
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Cologne as well as 90 years of history oblige us to a valuable knowledge trans-
fer, empirically based consulting and a modern understanding of service.

IFH KOLN

Erfolgreich im Handeln

Markte und Kunden im Blick,
Antworten bereithalten,

Zukunft konzipieren

Mit Marktforschung und Beratung
unterstutzt das IFH KOLN als

Seit 1929 Verbindung von 2 .
Brancheninsider und erster Expertise. Channels. Community.

Handelsforschung und -praxis

fordern. fundiert und durch Ansprechpartner in der Handelswelt Erfolgs-, businessrelevantes
Verbindung zum Lehrstuhl fir bei erfolgreicher Gestaltung der K‘\Oj.\'}“ov\/- n (1:(: Welt des Handels
Handel und kuﬂdenmamgemem Zukunft und passender transferieren uber lmpu]se, Events,
Geschaftsmodelle Netzwerk, Trainings

an der Universitat zu Koln

Umsetzungspartner des IFH KOLN

PVITAIL

coadvis£




IFH KOLN

Erfolgreich im Handeln



