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Introduction

Games and jukeboxes are not likely to be  the fi rst thing s that come
to mind when you think of  the vending business. But as you will learn,
vending can be a lot more varied 0 and interesting & than you

probably imagined .

This book is meant to be a snapshot of this segment of the vending

industry.

Like the other books in the 6Snapsho
an overview of the industry. Much more detailed and comprehensive
information is provided in the ProVendor course books. In the
ProVendor Honest Vending course and Webinar classes you will learn

not only about the industry and the machine that are used, but

detailed strateg ies and techniques that can propel you into a

successful vending career.
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Arcades

ARCADES PAST AND PRESENT

The arcade business has certginvound its way through the culture of thentire planet it
a0 NISR AyYy,SEKE 2RISWNE & yy niKS dnQd YR FtyYzad RA
millennium.

Mom and Pop arcades exploded irttee neighborhoods of theJ.S., Canada, Asia and Europe
Arcade fever was all the rage was a contagious disease for those of us that got close enough
to a coin mechanism to drop in a couple of our quarters. This contagious disease had a strong
run for 2-plusdecades.

In many malls across the countryagt arcades designed &sod and beerage establishments
sprang up Dave and Busterguickly became the big dog; they offered a large food menu and
an even largemore expansive full service barenu

Redemption machines were no longessta / I NI S @ ¢ 3 Jatvsvtke @i o picky&IR
pockets;instead they beaY S G KS dzf G A Y S Gfér2stabliFhtndis ke D RS R
I YR . d¥oupbisbdase plays from the cashier and then as you wircgnwexchanggour

winning chits fogoods available in thparlor's gift shop.

Japa2 & O deintradisvdption-arcademad with their own special type of gamieyndreds of
Pachinkaarcadessprung up all over the country.

Pachinkounlike the U.S. style arcaddsave just gotten stronger, they now producevenues
in exess of a BILLION dollars a year.

Pachinko is a mixture of slot machine and pinball. The player is quite passive while playing

pachinko. He or she is only controlling the speed with which many small steel balls are thrown
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into the pachinko machine

Pachinko machines can be foundoschinkoparlors whichare spread over the whole country.
Many parlors also offer a corner with slot machines. Oneaasilyrecognize parlors because

they arelit up bright like a Las Vegas casino watblorful, flashng neon lights

Insidea parlor i® loud and smoky. Both men and women play pachinko and it is said that there
are even a few pachinko professionalgost players of Pachinkqust watch their shiny little
ballsmake their way thoughthe maze of curvedhutesand disappear, buskilled players claim

they beat these machines on a regular basis

As you win these shiny little baligour prize ration and even cash ration ags. The parlors have

found a clever way tdoypass thelaw that prohibits gambling inJapan First the parlor
exchangeshe g A Y Y alsId@prizes like iPods, camerandt 5! QaT | FGSNJ G KS f
leaves theparlor they canthen exchange therize for cash at eseparate business that works

from asmallwindow justaround the cornefrom the parlor.

Here is what JapanZone.com has to say about this crazy game:

How big is the pachinko business in Japan? Well, it employs a third of a million people, three times
more than the steel industry; it commands 40 percent of Japan's leisure ind ustry, including
restaurants and bars, and with 30 million regular enthusiasts coughing up more 30 trillion yen a year

(@ higher turnover than the car industry), it's very big business indeed. So big, that foreign
business is getting in on the act. While m uch of the pachinko industry has long been controlled by
residents of Korean descent, in early 2001 British company BS Group bought a stake in Tokyo Plaza,

which runs about 20 parlors in Japan, and have also opened parlors in the UK.

If you want to play pachinko, you won't have to look very hard to find a parlor. There's usually at
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least one near every train station and where there /s no station (i.e. in the countryside) just look

out for the glariest, ugliest building you can find. Thats it - the big silver box in the middle of
nowhere covered in neon signs and flashing lights. As soon as you step up to the electric doors and
they slide open, the noise - and usually the smell - hits you. This is not a place for casual
conversation or requests for the no -smoking section. The wall of noise might seem unpleasarnt to the
newcomer but it seems to help the serious gamblers, or  pachi- puro, to concentrate or perhaps to
Just switch off as they sit in silence in front of their chosen machines. Sometimes they're there all
day - it's common to see people lining up outside a parlor first thing in the morning, waiting to get

the machine they think is going to pay up and almost as common to see them come out in the

afternoon or evening having won - or lost da day's pay, or more.

The first thing you do is use cash or these days , increasingly, a prepaid card to buy a tray of what
this game is all about - balls. Small steel balls, resembling ball bearings, you can often spot the
pachi-puro by the ball or 100 yen coin forge tfully left wedged in their ear . You'll pay about 4 yen
per ball and while you can buy just 100 yen's worth, no serious gambler would start by spending less
than a few thousand yen. A variation on pachinko that has become very popular  recently is pachislo,

which is a combination of pachinko and slot machine and uses coin -like coupons.

Pachinko is played on what looks like a vertical pinball machine. The steel balls are released into the
machine and fall through a maze of nail -like pins. The idea is to get the balls to fall into slots where
they accumulate and to aim for jackpots, wh ich pay out thousands more balls. There are three main
types of machines with different levels of skill required. In the oldest style of machine, the
positioning of the pins greatly affected the payout so they would be tapped into minutely different

locati ons by specialists each night after closing - hence the morning queues for the best machines.
These days the more popular deji - pachi (digital pachinko) machines have an LCD display in the
center showing colorful animations that indicate your jackpot, or " fever." The noisy animations
often feature popular cartoon characters or hentai (erotic) anime. Computer settings are only
adjusted every few days so the pros watch out for the big payers. The winnings that you're aiming

for are actually the same balls that  you put in, hopefully multiplied a few times. They usually have a

cash value of about 2.5 yen each.
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Although the win ratios are set by the government, parlors are believed to often manipulate them
such as by increasing jackpots on busy days to draw people back again. On the other hand,
resourceful players resort to using ingenious electronic or magne  tic devices to try and hotwire the
digital machines into making big payouts. Parlors are not legally allowed to actually pay out cash. So
you take your trays of balls and exchange them for prizes like washing powder, cigarettes and
brand goods or tokens th at can be cashed in at a nearby hole -in-the -wall. Similar to cashing in your
chips at a casino except for the fact that it's a flagrant manipulation of the law. These places then

sell the tokens back to the parlor, with their cut on top

The long economic downturn has not stopped people from playing pachinko. Indeed economic
desperation has forced many to turn to gambling as a last resort. But changing attitudes and
lifestyles have eroded the customer base and forced companies to try t o attract new kinds of
customers. Leading machine maker Sankyo has employed Hollywood star Nicholas Cage to appear in
a series of TV commercials where he played a pachinko freak. Parlors with bars and cafes, women -
only sections, fountains and luxury furnit —ure are just some of the other ideas for bringing this

Japanese way of life into the 21st century.

Like all crazeshere is always another one tolfow, as this article by Reuters points out.

TOKYO (Reuters) - Japanese superhero Ultraman vanquishes an evil enemy during a live
performance at a Tokyo games arcade. But Ultraman's real battle is proving much harder --

enticing customers back to the nation’s arcades.

BY REUTERS MAY 20, 2008

TOKYO (Reuters) - Japanese superhero Ultraman vanquishes an evil enemy during a live
performance at a Tokyo games arcade. But Ulframan's real battle is proving much harder -- enticing

customers back to the nation's arcades.
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Japan's $6.9 billion arcade industry has been whacked hard by new advances in gaming, particular  ly
Nintendo Co Ltd's wildly popular Wii, the latest big craze to compete for the time and pocket

money of Japanese kids.

Unlike many countries where the rise of Sony Corp'’s PlayStation during the 1990s wreaked havoc on
the industry, Japan's arcades were mo re resilient, helped by a greater variety of machines and

plentiful foot traffic in crowded cities.

But now some of the biggest chains are shutting many of their outlets.

"Arcades are expensive, noisy and filled with cigarette smoke,” said 15  -year-old Gene Sato, adding
he'd rather save his money to go to a theme park. "Besides, | can stay home and play NBA Live on

PlayStation 3."

The Wi, launched in late 2006, has introduced innovative games that have players jumping around

as they simulate boxing, skiing and other sports.

That has robbed arcades of one important advantage they used to have over home devices -- being
the best place to play active games such as Konami Corp's dancing hit Dance , Dance Revolution,

analysts say.

"A large element of the problem i s innovation and in Japan, it's pretty clear that Nintendo has been

the leader in innovation," said Jay Deffenbaugh, an analyst at Credit Suisse.

But it's not just the Wii. Industry officials and analysts tick off a long list of culprits.

With widescreen T Vs in households across Japan and games with cutting edge graphics and audio

standard fare, the traditional video arcade experience can easily be replicated in the home.
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Analysts also estimate that the vast majority of Japanese kids own a handheld game pla yer such as

a Nintendo DS, or PlayStation Portable.

Even if they don't, games can be played on computers or cell phones. Mobile phones are also blamed
for diverting youths away from arcades because a large share of kids' pocket money often goes

towards pay ing cell phone bills.

Others point their fingers at high petrol prices, increased police checks to ensure young teens are
not hanging out at arcades too late, and a lack of must -have prizes in one of the arcades' biggest

earners -- crane machines.

Whatever the reason, Japan's arcade industry is hurting.

Sega Sammy Holdings Inc plans to close 110 arcades, around one quarter of its outlets, while rival
Namco Bandai Holdings has announced that it will close between 50 and 60 stores, or roughly 20

percent of it s arcades.

GLOOM BUT NO DOOM

Yet despite the gloomy outlook, industry insiders believe arcades will prosper again if another big

trend takes off.

"We need to innovate, especially in the realm of games where people move their bodies," said Jun

Higashi, pres ident of Namco Bandai's Namco unit at an arcade expo in Tokyo in February.

"We also need to develop games that can't be played at home.”

The last big craze, which peaked in 2006, combined video games and card collecting for kids aged

around 4 to 8, such as the fighting beetles in the "Mushiking” King of the Beetles game.
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The phenomenon drew families into arcades but the small machines have also done well as

standalones in shopping centers and outside toyshops.

"Everyone is waiting for the next big thing, th  ough perhaps the biggest problem is they are all
probably hoping that somebody else will invent it and haven't made the proper investments,” said

HSBC analyst Carlos Dimas.

The arcade slump has hurt earnings but most big arcade operators are also diversifi ed companies
with big divisions in other areas of the game industry, whether that /s toys, software, arcade

machines or Japanese pinball 'pachinko."

Analysts also say the industry traditionally goes through a slump when new home consoles, such as

Wii, are at the height of their popularity.

But there are concerns that the sector could be hit even harder if the downturn hits the

manufacturers of arcade game machines due to a drop in demand for their products.

"Some people in the industry don't think thatis s o remote any more," said Dimas.

Meanwhile, arcade companies are also trying new tactics and strategies such as the Ultraman live

show at Namco Bandai's family -oriented arcade.

Tapping nostalgia, in particular, has become a hot theme as arcades try to attra ct more adults.

Capcom Co Ltd has launched Street Fighter IV, a new version of a classic fighting game that seeks

to bring back old fans and perhaps their kids as well.

Taito Corp, the arcade unit of Square Enix, has revamped its brand design and stores ar ound its

fconic Space Invaders alien game.

10
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But Square Enix President Yoichi Wada says the company must do more. Inviting non -arcade
business people to open a franchised store to help bring in fresh ideas, developing games for
couples or even the elderly -- all options should be considered, he said. "The industry is at a

crossroads. We are going to have to change anyway, so we might as well take the lead."”

The success of arcades obviously came from the fantastic games and the games came from the

fertile minds of a list of video pioneers:

Jerry Buckner, Gary Garcidolan Bushnell, Walter Day, Eugene Jarvis, Jeff Anderson, Roger
Sharpe, Gary Goldman, Hitoshi Chosakabe, Laura Pokrifka, Mark Goodreau, Takashi Nagato,
Hiroyuki Miwa, Youshibumi Kimura, Mary Hemson, Kirk Prindle, Diana Fuentes, David
Greenspan, Lucinda Bender, Tom Harlin, Teri Higgins, Gary Stern, Hiroshi Otsuka, Traci
Andrews, Chris Olmstead, Golin Harris, Christopher Holm, Margaret Adamic, Rob Wheat, James

Caruso, Tomoko Kawanmoto, Maryanmadif and Darek Canngleo name a few.

| remember attending the opening of Star Wars at the Uptolneateron Connecticut irDC;

the crowd went crazy as the poorly animated space ship zoomed across the screen. We all
believe we wereisting right there rext to Luke Skywalker and his crew. Little did we know that

in only a short decade there would be a video gameur neighborhood arcadby the same

name¢ andwe would all be hooked oit.

My business partner and | had just started our first vending busjriessnsisted of two dozen
bartop game machines which we located in our bar and a few of our f@ebars around the
beltway, plus an arcade which we built in a vacant space in the Hilton Inn right outside

WashingtorNational Airport.

The only thing wd&new abou arcade vending was it looked like the thing to do at that moment

Ay U AdbByxwas it our machines just printed monéyf courselike all good and timely

11
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ideas 0 KS af SIFNYyAy3 OdzNDI8akingyod to Wekd p D mdrainghahds | & >
discoer that there are new games and new crazes, your revenues are down and your lease

payments are still coming due at the first of every month.

Our customers were salivating for the new cool game and we were determined to give it to
them. Our customers hadrmmob-like competition to make sure that their initials and top scores
were on each games screen and when they were knocked off and someone else to the top dog
spot they would reach into their wallets and bust another twenty dollar bill so they could fight

to regain their position at the top of the hill.

The first thing we realized is we were giving out way more quarters than our customers were
spending. | was crazed with a plan so customers would spend every quarter that we gave them
in our machines. The e was so happy they as#l us if we wanted to take over their cold
drink and snackending job. Ste, that sounded like a great opportunity, but my mission was

finding a way to keep all of the money.

So my business partner took on the challenge of settirig) 0 KS K234 St Qd @Sy RAY:
d0FNISR Y& NBASHFNBKLYY Y2BE8NIOH By ¢INSEIR | £ 3
that greed is a bad thing and it is. But in this case greed paid off big time. | went over to see our

local licensed machendealer; | believed this was going to be a long and tenuous investigation.
Boywas | offbase;by the end of the week we were keeping 100% over every dollar we gave

change for.

After only listening to the first three or four minutes of my planned thirtinate cry for help

Steve (the owner of the machine distributorship) took me by the arm addrie over to a
change maker. This contraption was the same machine they sold to Laundromats, you put in a
one, five or twenty dollar bill and you get back eitfjedzl NII SNA €2 NJ a2 Sy &
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| was in shock; someone else had already solved this problem. He let me stand there for a long
moment before he explained that smart operators would offeplays for a $1, 24lays for $5,
50-plays for $10 and 1plays for $20.

Prablem solved!

WHERE ARE THE ARCADES?

Tokyo has hundreds of high end arcades, each pumpuingillions of dollars, but@h sure yu
have noticed there just are ndhat many arcades in America now dayre, there are still
some Mom and Pop operatarsonme airports and hotels havenaarcade or two andca few

shopping malls and theater chains usually have aadeecoom, but tha® about it.

The biggest challenge that arcade operators fadeiag able toafford the hot new games and

rotating those games out when tlreglientele has lost interest in them.

Is there an answer? The answer is in the NUMBERS. If you have read my/dmubkg
Numbers Blueprintyou know the answer to everything businessno matter what type of
businessis NUMBERS.

Ly 2RI &Qa,todthaNy eStieprdnuts @oJorward without a business plan and a set
of numberswhich not only proves their concept andthen builds that concept out but also
servesto operate their businesse¥.our business plan is your formula for sucaedsk I G Q& N I K

C itQ just one big formula.

Einsteinwas desperate to find the formula for hibeory of relativity and the law of the
photoelectric effect. He was so desperate to solve the theory of relativity proltemhe cut

off all communications with his wifiglileva he wrote a contract for ér to sign and part of the
contract said that she had to serve his meals in hisdabwas not allowed to speak with him

unless he engaged her in conversation and she aoatléisk him for any type of intimacy.

13
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Of course Be refused to sign that silly agreement so they finally hsomething they could
agree ong adivorce.Milevaand the kids got on a train and went horteeZurich but only after

he had promised to give her his prize monEfe won the Nobel Prizevhichhe did in 1921.

Youare now probablyasking yourself why you should cdre 2 St f ¥ Eilis®Ri& sowef O dza S
the problem of relativity by examining his past. You,$8astein had come up with the formula

over a decade before he realized he had alreadyesbthe problemEinstein was desperate to

be the one who solved this problerhecauseseveral prominent mathematiciariselieved that

they were more suited taliscover the solutiorthan he was After coming to a dead end

Einstein all but gave up until remembered that pesky formultom his distant pasthat he

had decided was just tosimple
The point to my story is metimes the obvious is theorrectpath to success.

You see arcade owners are just that, arcade owners. They do not think of themsehs
vendors. One of the reasons our formula for creating and running a successful vending
management company woskis because 99% of all our competition (conventional vending
companiespdoen@think of themselves as marketerngstead their mindset issolelyas service
providers. Therefor@ur provenmarketing tools andur honest vendingnindset cuts through

their routes like a hot knife tlmugh butter; we overturn their high volume locations with

marketing smarts and proven methods.

Well, the arcadebusiness haslious flaws and th& a good thing. We picked the vending
industry because it had flaws that we thought we could not only improve on but also make a lot
of money from.We examined their tired oldnethods and set about to invent new service

strategiesbecause we could sdbat their methodswere laced with problems

14
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We realized after being open just a few weeks that we were giving out $20,000 dollars a week
in changebut only taking in $13,000 in our machines. So we set out to come up wiidlyeto
keep ALL OF THE MONEY that our cashier made change for.

Wall mounted bill changer Freestandingpill changer

{2dzyRd ONIT & R28ayQi AGK

Ouir first step was to go see a fellow by the name of Steven Cronenbtege was the owner of
our local distributoship State Sales. We explained aditfemmato Steve he smiled and said

that he wouldhave his guymstall the answer to our problem the next day.

15
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We not only solved our problem, we lowered our payroll 8 we no

‘J longer needed a cashier!

A DIABOLICAL PLAN

A few pages further into this bogkyou will read articles that outlin@ow the Big Boyglocal
and nation vending @ampanie$ in the amusement portion of this giant industry believe they
can crowd smaller operators out. Not only do thiayk about this openlythey haveactually

made a plan on just how to do thistate by state.

How?Simple;at the root of their diabdical plan is NEW EQUIMENTK | (i Q &A s@nidrié {

complicated than that.

Let me explain.oi seell KS Ay RdzadNBE adzZF FSNAR TFNRY .£da L2 &iKN 0
old school formula of revamping old games with new fronts (graphic packages) and then
loading new software into old cabinets is a flawgdn. So the big boykave decided tdinally

invest in 100% new hot games. By doing this they know they stawly but surely crowdhe

small operators out of the market place.

Will this plan work? Onlif the small entrepreneurs of the industry lie down and give up. You
seg the big boys throughout the entire vending industry have several major problems they

seldom admitand thus fail toaddress:

V Service
V Fair pay

V Personal relationships with their clients

16
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In all segments of the industrthe person in charge of acquiring new locatiqos | should say
approving new locatior)ds nothing more than a talking bobblead. They usually wait until a
client calls them and then they show up with their Searorksshoes, company uniform and
their clipboardholding acontractfull of legalese Howevertheseguysusuallyforget to bring to
the party such things aan open minda big smile, a coldsrochure that outlines their company
missionand an understandable easyto-read location agreementthat can be signed on the

spot

During your 9&day WebinarProVendorCourse, g business partneand | willoutline how we
overturn the Big Boy@high volume locationsglmost at will We will explaintheir flaws and
outline how our patented methods beat them at their own gamg plus show youvhy our
patented location agreement is not only easy to read but helps us close the deal quickly

without involving deabreakingattorneys

Ok | am finishedranting about our archenemieshe BIG BOYS. I@tget back to the idea or

formulaof starting and runinga successful arcade.

Sure you have tosupplythe new hot games for your arcadend independent clientsSure
your arcadeclientelel YR Of ASy (i Q& Wik €éntuadly2gsow liyddawnitr2most Nk

those gameg, usuallywithin the first6 to 8months.

We are going to teach you just how easy it is tovedhat problem bygivingyou our 10-Step

Arcade Plan

First you have to do your machine research

. Next, select a neighborhad and researchent costs

1.

2

3. Write a business plan

4. Learn our proven methods of running a retail store (arcade)
5

. Learneverything you can about overturnilyi K SNJ O2 YLJ y@ Q& LINRARIT S Of

17
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6. Do the exercises we give you during ®uioVendoiWebinar Cours
7. Put your plan into action

8. Follow your plan stejby-step

9. Buy the best equipment available

10.Use a grea$l buyback leasglan

Note: this is the link to the arcade directory
http://www.bmigaming.com/arcadegamedirectorylinks.htm

A CHANGE OF HEART

Manufacturas are let@ sayay 24 G KNAf f SR¢  @dvarfhe-vioiddlan. YoD . h | {
see there just are not enough of them to keep the manufacturers in businksst. because the
. A3 .lakh somdls gbdd to thelBREEDY eatisdoesr2mean it can actually work

| don@know about youbut it sure sounded good last yer meto hear talk of CHANGE!

Well that is what theBig Bys mantra iy CHANGEThey want to change the landscape of the

whole indugry. But, they areonly about 15-20%strong.¢ K| ¢ Q& NAIKGIZ (GKS& | NB
15+%of the entire industry which consists dull-line vending gnackgood and cold drinksand
amusementgcoinoperatedpool, foosball, music and video gamédmisinessThat means they

cannot and will not buy enough new product to keep the manufacturers in busiaessthe

manufacturers know that.

C2N) 1K2a$S 2F @&2dz GKIG KIFI@S yS@OSNI 6SSy G2 |«
Chicagothe demograplic of each show its of GOOD OLD BQ¥ERE GOOD OLD BOYS and

then there area few smalkto-midsize operatorsn attendance The whole show is jammed full

of great new machines and products that are presented by woldds manufactums and

distributors.

18
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Why are there not more of the mom and pop vendors at these stib®scause these gugand
gals)work for a livingthey dor® go to showso BS with their old buddies and press the flesh
Therefore for years the manufactumrs and distributors of the wid didn® care; hell¢ playing

golf and beling up to the bar with the same old farts every year seemed like a good idea. Well
of course it was until they figured out that these companies only spend about 10% of their

annual operating budget on nemachines each year.

Thesebig companiesmaintain refurbishmentoperations that keep their older games and
vending machines in business for yeas spending big bucks on new machimesot part of

their yearly game plan

So when the big boysame up with their strategy to squeeze the little guys outthe
manufacturers slowly came &eethe inevitable result 6their flawed greedyplancd ¢ K I G LJX |y

will drive us out of business

Well, the boardrooms of these companies (manufacturers and ithistors) swung into action

and created lucrative lease plans for all operators
I sure you could hedrom the BIG BOYiB every stated h dz@ & RARY Qi a&8S G KI G

Buthere, on the following pagesireafew2 ¥ . S1a2y Qa8 OdzNNBy i LINRY2GA:;
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. Ir’s Your Turn To Make A Move ON

DmcstceRevownon KQ

For 24 Months

N

II"-"
9
»_7)

—

L

¥ |

KONAMI
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Baw THriLLs’ Summer Finance PRoGram

Inctvone Guirar Hero & H20verorive!

FINANCE DETAILS:
*9 Qualifying Products: All Raw Thrills
Products Including...Guitar Hero Arcade,
H20verdrive, Nicktoons Nitro, Big Buck
Safari Standard & Deluxe and F&F Drift

Interest Rate/Term: 7.99% APR for
36 Months

Minimum Purchase: $10,000

; f A S \5‘ ™

AW ‘ - W, J
o

e ||| FIRESTONE FINANCIAY

*Seme restrictions imay apply. Offer eapires August 31 2009, First Paymeat: Due 90 daws after the dontract ke beer funded
{12 & contract that s purchasad on Juse 15, 2009 with have a Sest payment duw of Septessher 15, 2009 )

. .
A

Carlstadt, NJ 800-524-2343 Bensenville, IL 800-386-7040
Canton, MA 800-274-6326 Hsn" Dallas, TX 877-638-4900
Syracuse, NY 800-541-1142 Phoenix, AZ 877-487-2222
e o e o
u A ard,
King ofrgnmia. PA  800-523-8766 i Marietta, GA 877-758-9601
21
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oply. a--:.."’.",i.... ; oty Residual $3500
hfough Betson Financial Services. Freight, deflve d doc’ must be pasd upfront.

nchons
. DNy st » (]odc [ o -
. o o Sy ——— e ———— .
SiEaSL ]
| T .HSU" v »
. 214030 } . y
/ L
| ' )
’
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