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Fishing and pa ral

BY JOE WITTERSCHEIN AND PAUL GIRVAN

THE PARALYSIS OF ANALYSIS is one of
those 21st-century catchphrases that, when
tossed around the water cooler, always
seems to emit snickers from the marketing
department and childlike jubilation from
the accounting department. One man’s pain
is another man’s joy. Or in the case of the
gaming industry, an evil necessity.

Admit it. Today’s casino operators analyze
everything. Win per unit, revenue per room,
hands per hour, pro formas that point out
incremental this and incremental that.
We have convinced ourselves as operators
that an exhaustive review of our past will
somehow predict the future, but too often
all we get is that glassed-over look as finance
and marketing staff churn out and absorb yet
another spreadsheet.

To keep the paralysis out of analysis, take
a good hard look at exactly what you are
analyzing. Have you included a thorough
database review in your ongoing analysis
schedule? Do you know who qualifies for
what offer and what those players return to
your property?

Knowing that your marketing program is
beyond a shadow of a doubt as cost effective
and dynamic as possible — that your budget
for player incentives and rewards is in fact
delivering back to you value, recency and
frequency —is the best cure for paralysis.

At minimum on a monthly basis, you
should be taking a hard look at your player
demographics, player values and player
reinvestment. This “research hat trick”
will ensure that your direct mail offers are
aligned in such a way that you are treating
best players best.

This disciplined approach to database
analysis includes the all-important
component of understanding the where
of your best players: i.e., knowing which
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postal codes are supplying you with the
best players.

Comparing and contrasting each postal
code by total numbers of players and including
key metrics such as theoretical win, coin in,
ADT (Average Daily Theoretical), and average
player days will highlight those top geographical
areas of performance for your property. This
supports the theory of “fishing where the fish
are,” allowing you to confidently test mail into
areas that have provided you with a steady
stream of better players.

Mapping out your database

We have found it surprising that few casinos
utilize GIS (Geographic Information System)
software in tandem with their database. This
is like going to war without a map of the
battlefield, or, if you will, “fishing without a
fish finder.” Mapping out your database by
visits, theoretical, and frequency is critical
to effective analysis, especially when done
in tandem with underlying demographics
and lifestyle segmentation data that can be
purchased at the postal code level along with
the GIS software.

This spatial method allows you to map the
degree of market penetration within your
market area and to analyze the demographics
of postal codes where market penetration is
high. Contrasting this with the demographics
of low-penetration postal codes, the analyst
can isolate the demographic variables that
influence visitation, leading to a number of
useful and potentially profitable analyses.

Identifying low-penetration postal
codes that have all the demographic
markers of high-quality gamers makes
prospecting for new customers via direct
mail more effective. Such geographic
targeting can reduce direct mail costs and

increase response rates.

o

There is, however, another often neglected
aspect to the “where the fish are.” The angler
will often follow the lead of others, following
them to their favourite fishing spots. Let’s
assume we have a competing casino 100
kilometres away. Somewhere in between
there should be a boundary zone where both
casinos compete on a more or less equal basis
for gamer visits.

In a mature market the competition for
these gamer visits can be intense, and shifting
this market share may be the only way to
grow revenue. The GIS database method
can be used to identify the boundary zone,
and how your property is performing in it. It
can also help you to selectively target high-
potential postal codes, comparatively under-
represented in your database, for direct mail
offers. These can be identified based on
demographics and/or by mapping inactive
players in your database.

The goal is to create cost-efficient
programs, on a test basis, to determine if there
is the potential to shift market share in your
favour. These programs could range from
direct mail to strategically located billboards.
In essence, this is “fishing where the other
fishermen are,” and offers strategic direction for
shifting market share on a geographic basis.

Yet another way of using GIS is to map
the database in six-month increments and to
look at any changes that may have occurred
geographically over that time. This is a useful
tool to keep on top of any encroachment
into your market by competitors. It can also

identify geographic areas that may deserve
some added attention.

Understand revenue by segment

It is also equally important to understand your
gaming revenue by each segment of your
database — the who — aligning them by a range
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How to Improve Database Analysis.

of ADT tiers, say from $500 and up all the way
down to under $10. Similar to the geographic
profile, digesting and understanding your
database in this fashion allows you to see the
forest from the trees, giving you an often harsh
peek at where segments of underperformance
might be and where those diamonds in the
rough might be hidden.

Too much or too little representation in
your database of any one segment could
be the result of under-reinvestment or the
dreaded over-reinvestment in your players.
Make sure you calculate a table within each
of your player value segments that indicate
the percentage of active players. Regularly
looking at this type of analysis will serve as
that “3,000-mile oil change” for your players
club, helping you understand what elements
of your marketing plan needs to be tweaked
and what needs to be abandoned.

And as long as you are at it, set up your
monthly analysis by age segment as well, with
the usual cast of indicators (number of players,
days, theoretical, coin in, active percentage,
average theoretical, ADT) showing you
how the seniors are doing versus the Baby
Boomers versus Generation X. As many a
casino industry finance director has said, the
numbers will tell the story.

To complement the where and the who of
your monthly database analysis there is the
what and the when. As in what do your players
respond to and when do they respond best.
This involves tracking the date-sourced
list of best days of carded or tracked coin
in. Knowing which days the most and best
players have been on your gaming floor is
a key piece of information for any casino
operator. A simple list of dates in ranking
order based on number of players active, with
total theoretical and coin-in figures thrown
in for good measure, will do wonders.

Not only is this a great tool for staffing
purposes but it will help your marketing
team avoid “loading up” the promotional
calendar on days that history shows your
best players are coming anyway. You
may also discover a number of dates that
were under your radar, but flew high in
motivating visitation from key players.
Call this accidental success.

ySIS

based upon average daily theoretical win.

* Use well-targeted promotions to create new

“best days.”

Nothing prevents a bad case of paralysis
of analysis more than a joint venture between
marketing and finance that delivers, on a regular
basis, numbers that tell the story.

The Innovation Group has mapped the
databases of hundreds of casinos over the

THE ONE THING THAT WE FIND
REPEATEDLY IS LETHARGY
CREATED BY OVER ANALYSIS

Another attribute of the science of what is to
keep a running list of your complimentary offers
ranked by player popularity and redemption—
valet parking, free show tickets, buftet comps,
etc. Make sure you know with certainty how
many players have redeemed coupons or comps
and what is the theoretical associated with each
offer, the cost and the reinvestment percentage.
All this goes a long way when it comes to that
annual budget-building time of year.

Monthly analysis pays off

If you are diligent every month in producing an

honest and accurate analysis of your database

you will be setting yourself up for a successtul
and profitable ROI for your operation.

* Use a GIS system with your database to
understand the spatial relationships within
your market and more effectively target
customers.

* Continue to build your database by sending
things people care about and getting them to
respond.

* Develop programs to treat “best players best”
based on value.

¢ Use your direct mail offers to build visitation

years. While these are all protected under strict
confidentiality agreements, we are experienced
in recognizing the spatial patterns that result
and can often identify, at first glance, where
potential lies.

The one thing that we find repeatedly is
lethargy created by over analysis. For analysis
of the database to be effective, it must be
transferable into actual operating results. That
requires using the proper analysis and creating
a program for real measurement of results.
These must be dynamic and should evolve
with the property and the market. Without
that, “paralysis of analysis” will continue to be a
feature of the industry. ]

Joe Witterschein is vice-president for marketing
services and Paul Girvan is managing director of
The Innovation Group, which provides consulting
services for the leisure and hospitality industry. The
company, whose headquarters is in Denver, has
extensive experience with large-scale, multi-faceted
gaming market assessments and in providing financial
feasibility analyses.
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