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Under the influence of one-armed bandits
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Gaming machines appeared in Dnepropetrovsk relatively recently – about eight years ago. At that time, they were installed in specialized halls. This most accessible and most affordable gambling fix became especially popular among youth. Already in 2004-2005, these one-armed bandits moved out of casinos – and you could see them in train and bus stations, in movie theaters, in the subway, in entertainment centers, and in cheap cafes or even just on the street, including in very busy locations such as public transportation stops. 
From chaos to order

According to the results of the express poll done by the Dnepropetrovsk branch of the Groshenin Institute, every eighth person puts money into one-armed bandits (the survey was conducted on March 6, 2009 in busy public places. 811 randomly selected Dnepropetrovsk citizens aged 18 and over were questioned). Even though the majority of citizens (87.1%) do not play for money in gaming machines, each eighth person (12.9%) nevertheless said that one or more members of their family do. Moreover 2.7% of people said that they try their luck in this way fairly regularly. As a result of the survey, ~3/4 of Dnepropetrovsk citizens (72.9%) think that there should not be one-armed bandits in the city: 50.7% think that the slots should be banned completely, but 22.3% say that slot machines should be located in a separate gaming zone outside of the city. 
Nevertheless, the authorities have not done anything to organize this business for a long time. An entrepreneur only has to get a “blue card” to get sufficient grounds to install a one-armed bandit. 
“Before our communal organization appeared, nobody in Dnepropetrovsk regulated these activities,” said Vitaly Krupitskiy, head of the communal enterprise Department on the Control in the Area of Entertainment and Recreation. “When citizens started to complain, a special committee would come to the spot, including representatives from the trade department, consumer rights protection department and two policemen. Usually those committee raids had no effect.” 
(Continued on page 3)
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“Our enterprise de facto has worked since April of last year. Today there are different rules on how to start a gaming business compared to what it used to be like,” said V. Krupitskiy. “One must receive a license in the Ministry of Finance that costs 150 ths Euros and is valid for five years. Owning such a license, an entrepreneur can open establishments in other cities. Thus, the regional state administration issues a regional license, after which the business must receive a permit for each slot machine (4,200 hryvnyas). The money from the sale of these permits goes to the city budget. As a result, in 2008, the city of Dnepropetrovsk’s budget got 24 million hryvnyas from gaming businesses. 
Everybody must come out of the shadows!
Many businesses still prefer to work in the shadows. According to the communal enterprise Department on the Control in the Area of Entertainment and Recreation, the worst violators of legislation that install gaming machines right on the streets are the companies “Lotos”, “Zigzig Udachi”, and private entrepreneur Maslak. 

“As soon as our department was created, we started checking whether all existing gaming machines in the city had licenses,” said Vitaliy Petrovych. “For this purpose, our inspectors divided the city of Dnepropetrovsk into different sectors and we all walked through our own sectors. As a result, at the beginning of this year, we found 84 video slot machines and “Wheel of Fortune” machines on city streets. All of them were being operated illegally since according to license conditions, a gaming machine must be installed in a separate room that is equipped with a cash register, safe, posted terms and conditions for winning and where the cashier limit is kept. It is prohibited to install machines on sidewalks, or public transportation stops, etc. Therefore, in the last month, all one-armed bandits that were on city streets were removed. If, as of February 1, 2008, companies purchased 6,697 licenses for gaming machines, as of this year, they bought 7,064, which means that businessmen are trying to legalize their activities. 
Regardless of everything, those in the shadows are not giving up. According to V. Krupitskiy, at the district communar, the employees of his department removed the “Wheel of Fortune” slot machines of the company “Lotos” twice. And after that, the machines twice reappeared in the same places. Only after a third raid did the businessmen go quiet. But maybe that’s only for a while. Since in Dnepropetrovsk’s interpretation, the gaming business is not only the most profitable, but is also the least cost consuming. 

Amusing mathematics
One video slot machine costs 7-10 thousand hryvnyas depending on where the body of the machine was assembled: in Bulgaria, Czech Republic or Russia (the software for the machine is already produced in Western Ukraine). Each day such a machine brings in about 250-300 hryvnyas income. Moreover, recently tax inspectors conducted the operation “Stop Smuggling!” during which they discovered an illegal warehouse producing gaming machines. 
According to the press department of the Tax Administration of Dnepropetrovsk region, they tracked those producers after they sold the bodies of the gaming machines. The products were located in garages that had no permit documents. The products were really popular since one machine cost 2.5 times less than the same produced at the factory. Thus, a one-armed bandit was offered for 5 thousand hryvnyas. 
According to the tax inspector’s calculations, each month those illegal producers sell hundreds of gaming machines. As a result of the search, 20 ready machines were confiscated, as well as equipment and materials for production – all worth 20 thousand hrvynyas. 

Of course, businessmen in this sphere that work legally have a very negative opinion about their shadowy colleagues. 
“The problem of illegal businessmen in Ukraine is very serious,” said representative of the Dnepropetrovsk Regional Organization of Gaming Businessmen Mikhail Merkulov. “More than 70% of the gaming business in Ukraine is in the shadows. The city does not have enough money to fight it, our legislation is very weak, and moreover there is no place to store confiscated machines – as one can see, there are lots of problems here.” 
Here is an example of a very typical trick that illegal businessmen do: one operator for example has two gaming halls – one with 25 machines, and 30 in the other. For all of those, he buys 30 licenses (10 for one hall and 20 for the other), makes Xerox copies and the lack of licenses for the bigger hall is substituted with the documents provided for the smaller hall. 
Is there a gaming lobby? 

Regardless of the active fight against one-armed bandits, slot machines still feel very comfortable on Dnepropetrovsk streets and public food places. Such a difficult struggle against illegal businessmen leads to the thought of patrons in high offices. The regional Internet publication “Informator” (informator.dp.ua) names a specific city council representative involved in the gaming business. He is the leader of the group “Our Home – Dnepropetrovsk” – Jakov Konstantinovskiy. The author of the article “Pinchuk subordinate hurt their boss”, Pavel Mukhin wrote, “Yakov Naumovich very quickly turned into a wealthy businessman. Nowadays his name is associated with the majority of gambling halls with machines in Dnepropetrovsk. Mr. Konstantinovskiy prefers not to publicize his relationship to the gaming business: as it is long known that citizens have a very negative attitude about such a way of making money – one-armed bandits and their owners often receive the last pennies schoolkids, workers or pensioners could have. However, if Mr. Konstantinovskiy refuses to comment on this information – his colleagues are more open about it. 
Vitaliy Krupitskiy, who is also a representative of the city council, says that his cell phone never stops ringing from calls from various influential people asking not to remove this or that slot machine. Mr. Krupitskiy, though he did not name specific last names, did say that the real owners of the one-armed bandits avoid publicity: the thing is that the majority of companies involved in gaming activities are registered outside of the city. But it is local businessmen that work under those brand names.  It is done for the reason of avoiding buying an expensive license from the Ministry of Finance. The owners of the brands receive a certain percentage from their Dnepropetrovsk partners. 
The leader of the majority in the city council, Zagid Krasnov, is also very eager to share about problems with gaming machines. And he says that there are no lobbyists in the city for gaming businessmen. 
“There is no need to lobby anything since there are no laws prohibiting the free development of this business. There are no obstacles for this business and therefore there is no need for influential people who can help overcome such obstacles. However, when gaming machines are installed right in the streets, it is an absolute outrage and they should be removed and broken by a sledgehammer! These machines pervert people from early childhood by sending a message that they don’t need to study or work but can get easy money by gambling. In real life, the machines only steal money, pushing teenagers to theft and even more serious crimes. Gaming machines are addictive. The machines should only be in casinos since these are places people go specifically to spend money and have a choice whether to spend it on roulette or coin machines. 
Lost lives

“The economic crisis hit the gambling business as well. According to my calculations, in the last two months, about 5% of gaming halls were closed,” said Mikhail Merkulov. “In places where we could recently see blinking lights, there are now signs ‘For rent.’” 

All psychologists that we were able to talk to stated that the amount of gambling machines in Dnepropetrovsk has no decreased. It is only their income – just like the income of people that has gotten lower. 
“As of today the gaming craze is listed by the World Health Organization as a psychiatric disease,” said psychiatrist Svetlana Tkachenko. “In the beginning, involvement in the gambling business is conscious. Any person would like to win a lot of money in one turn. Later, this conscious will disappears and only the desire to pull a handle and blindly look at the flashing screen stays. With time, the game sucks the person in and they lose their sense of time. Family, reputation, work – suddenly nothing matters for the person. Then comes the phase of depression and physical illness. Relatives make a big mistake trying to prove to this person that their views are wrong, since they only close up in response, and in arguing, only enhance the person’s desire to win. Another thing – an even worse mistake – is to prohibit gambling. It causes a sort of breakdown in a gaming addict and can lead to complete separation from family or even suicide. There have been four suicides registered in Dnepropetrovsk of teenagers who got into really serious debts because of gambling on slots. Police are trying to punish parents for their children’s gaming. If an underage child is caught at a slot machine, parents have to pay a fine from 17 to 51 hryvnyas. Over 50 families have been fined already, but the amount of gambling teenagers has not decreased.  Let’s hope that the situation changes soon. 
Mikhail Nazarov, «VREMYA».
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