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But Did the Casino Make Any Money?
 

A t a recent pr esentat ion of casino pe rforma nce befo re th e 
tr ibal council, th e casi no mana ger distributed handout s 

illustra ti ng gami ng ac t ivity. "Ha nd le is up, " he procl aim ed 
as th e counc il member s exami ne d bar charts showi ng year 
ove r year handle growth. "Bus ine ss is growing. The casin o 
is experienc ing co ns iste nt incr eases in handl e from pr io r 
yea rs . W e're driv in g revenu e." 

The casino's marketing director then walked th e coun
cil throu gh an an alysis of recently co mpleted direc t mail 
cam pa igns, specia l eve n ts and promotions. For each of 
th ese cam paigns the mark etin g director presented a profit 
and loss statement show ing the profit made. "Our direct mail 
progra m has been very successful. Ma rke ting has been ab le 
to d r ill down into th e dat abase an d min e very profitabl e 
customers . Our theoretical win co ntinues to impro ve and 
fo r each di rect mail campa ig n, we have bee n ab le to 
ge ne ra te on average, th eoreti cal win in excess of 75 % of 
expenses . Our marketing is working." 

After patiently listen in g to eac h po rt ion of th e presen
tat ion and r eviewin g all of the pr in te d ma ter ial, o ne 
counci l member inqu ired , "If business is growing, why is 
net pro fit from ga mi ng ope ratio ns flat from th e prior yea r 
peri od ? H ow come th e casino is not earni ng mor e mon ey?" 
The casi no manager, pre pare d for th is inqui ry, pointed out 
th at th at in creased co m pe ti t io n forced th e proper ty to 
boost marketing exp en ses in o rde r to ma inta in mar ket 
share . "T hose marketing expe nses ch ipped away at net 
profit ." 

The council member did not yield to this argument. H e 
asked again , "Bu't if handle is up and yo u theoretically wo n 
75% mo re money, th en sh ould thi s not hav e tran slated to 
more gam ing win ?" The casin o man ager shifted his defen se 
to th e incr eased cost of health ben efits but could not answer 
th e fund am ental qu est ion , "why was net ope rat ing pro fit 
fla t?" 

Understanding Handle 
As m ost everyone in ga m ing o pe ra tions kn ows, slo t 

handle is the gross number of dollars wagered th rough all 
of the elec tro n ic gaming devices on a cas ino flo or. It is not 
a measure of mon ey inserted into the machines but the to ta l 
vo lume o f ga me cre dits (in all denomina tions) wage red . It 
is a measure of g ross busin ess volume. 

At one t ime, hand le was a cr it ica l measure of bus in ess 
acti vity. H andle, multiplied by th e ave rage hold per centage 
of all o f th e machines on th e ga ming floor, would yie ld a 
fairl y acc ura te es tima te of th e slo t win for the casino. How
eve r, a number of technol ogi cal ad vances have ske wed 
handl e as .111 accurat e m easurem ent to ol. 
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T he ad vent of so -ca lled video multip lier games has 
caused a dramatic in cr ease in handle. G am e design ers, in 
a very successful at te mpt to mee t players' primar y dema nd 
for "more time on de vice " have made tre me ndo us stri des 
in improving both th e entertainme n t va lue o f slo t machine 
play and extending th e average time that pla yer s stay at a 
particular game before th eir gaming budget is extinguis hed. 
These games are, by design, les s vo lat ile. Pl ayer s may 
wager 45 coins per spin but alwa ys seem to get so me co ins 
back which th ey can then wager over again. Pl ayers wind 
up losing the same am ount of money bu t receive a far 
grea te r degree o f ente rtai nme n t va lue. In othe r wo rds, slot 
handle is inc reased but unless players rea ch into thei r pock
ets and insert more money into th e bill va lida to r, slot win 
rem ains essentially th e same. Players in turn , will fee l good 
ab out their casino visit and be more inclined to re tu rn. 

Ano the r inn ovat ion is th e use of di rect mail offers to stim 
u late return vis its to th e casino. The vast majori ty of th ese 
mail offers use cash ch eq ues, red eema ble at the casi no 's slo t 
clu b or cas hie r's cage, as th e incentive to return. P resu m
ably, thi s cash is th en inserted into the casino 's slot mac hines, 
th us gene ra t ing increased slot handle. C asin o market er s are 
awa re o f th e fac t tha t th ey ca n artifi cially in flate handle 
merely by inc rea sing the number of cash offer s to th eir data
base , though few wo uld kn owingly do so to artific ially 
increase handl e . They also kn ow that cash offers ar e a mar
keting expe nse and will ultimat ely hav e an effec t on th e 
pr operty's profit and los s statement. 

Most recently, de signers of casino mana gement systems 
have introduced method s to award players fr ee slot cre dits 
electronicall y into ind ividu al pl ayer acc ounts. A pla yer 
ne ed on ly in sert h is/her slo t club ca rd into a machine , 
ente r a PIN and receive free slot play in the form of cr ed
its awa rded to th e met er. O the r man ufacturer s have crea te d 
bar-coded coupons that pla yers can in sert into th e bill 
valida to r in order to receive the ir promotional slo t cred its . 
Ev ery ti me th ese cre di ts are wage re d, it is record ed on th e 
machi ne 's handle meter. Thus handle is inc reased, no t by 
mo ney co ming o ut of the playe rs' pockets but through th e 
casino 's promotional e fforts. Somewhere in acco unting, 
those promotional cred it s are rec orded as a ma rketing 
expe nse. H an dl e is in cr eased but there is also an in crease 
in marketing expe ns e. 

Theoretical Win and Actual Win 
Theoretic al win is an invaluable tool for casino mark eter s. 

Pow erful softwa re program s monitor each pl aye r 'S time 
on devic e, th e number of doll ar s wagered and th e hold per
centage of the various mach ines that indi vidua l cus to me rs 



play in order to determine the amount that the casino will 
theoretically win each and every time that person walks int o 
the casino . It is the foundation of all modern direct 'm ar
..et ing programs and special events. Casino marketers will 
iden tify player segmen ts based on their dail y average the
o re tical win , design campaigns and offers , estimate the 
number of players who will be t empted to visit the casino 
'or those offer s, and pr edict the amount of mon ey the 
casino will theoretically win from those players. These are 
compiled into a campaign pro forma. 

The most co mmon mi stake made by casino markete rs is 
to think that th eoretical win is an appro priate mea su re of 
actual campaign performance. Theoretical win is a tool to 
pr edict gaming behavior while actual win is the amount of 
money a casino actually wins from a particular campaign of 
event. If a campaign or special event is pla nn ed correctl y 
and the staff of casino marketing creates a so-called group 
within the system's player tracking module, then th e sys
tem will be abl e to tra ck the actu al gaming perform an ce of 
all pe ople enrolled in th at group . If the staff does not, then 
all it can do is rely on th e campaign's pro forma to predict 
wh at the campaign actually did . 

Some casinos are also plagu ed with pr oblems within 

their casino management systems. The most common prob
lem is the consistent variance between th eoretical win and 
actua l win. For a casino with a mature da tabase, the vari
an ce between these two numbers is rarely more th an 10% . 
H owever, som e casinos are con sistently beset with variances 
in excess of 50 %. If thi s is th e case , marketers will resort 
to the number that seems more accurate. Any casino that 
suffers from this mal ady must contact its system vendor and 
re cti fy the problem. 

Handle, th eoretical win and actu al win all have their place 
as measurement tools in the operation and marketing of the 
cas ino enterprise . Ultimately, th e questi on that leaders of 
the gaming en terpr ise must ans wer is, " from whi ch num
ber is cash derived to pay the bills and fund tribal services?" 
D oes cash come from handle, the amount of money the 
casino sh ould theoreti cally win or the am ount of mon ey that 
the casino actually win s from its customers? 

For all casinos, cash is derived from th e actu al amount 
of money won from gaming operations. + 

Andrew Klebanow is principal ofKlebanoio Consulting. 
He can be reached at (102) 547-2225 or email 
Klebanow@att.net. 

NTGC/R
 
(National 1i-ibal Gaming Commissioners/Regulators) 

SPRING CONFERENCE NanCE 
Where: Mohegan Sun (Uncasville, CI)
 

When: Monday fa Tuesday • March 8th fa 9th, 2004
 

Attend all of the following regulatory training seminars on March 8th. 
• Case studies/ internal investigations • Internal auditing 
• Surveillance techniques-what to watch for • Slot machine functions fa technology 
• Background investigations • Vendor licensing 

General session all day Tuesday March 9th with informative speakers 

NIGC Chairman, Phil Hogen for NIGC updates
 
NIGA Executive Director; Mark VanNorman Legislative updates
 

For registrati on information contact: 

l--lichad Bmwn. A.s si~t;Jnt Director orman Dcskosicr« Commissione'r 
Mohe-g;m 7;'ilnl Glming Commission \!le';;!" 7;'ihalGaming Commission 
One Mnhcg.1n 5lm Bl\~J. .)()OO Willows RO.1J 
Unca S\"ille~ CT06382 All' in<~ CA 91901 
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